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balance



Balancing Priorities
Nexen has clear economic priorities as a  
publicly traded company to deliver value to our 
shareholders. Our goal is to grow that financial 
value responsibly and for the long term.

We recognize our operations have impacts on  
the environment and we are continually working  
to improve our environmental performance.  
We also support research to promote greater 
understanding of environmental issues and are 
investigating technologies to help reduce impacts 
on air, land, water and wildlife.

Nexen and our people are part of the social  
fabric of every community in which we operate.  
We contribute to society by listening to diverse 
stakeholders, participating in the development  
of public policy and investing in community 
programs that enhance quality of life. We also 
place a strong emphasis on ensuring the safety  
of our employees, communities and the public.

Steam-assisted gravity drainage (SAGD) well pad site at the Long Lake oil sands facility.
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Nexen Inc. is an independent, Canadian-based global energy company, listed on the Toronto and New York stock  

exchanges under the symbol NXY. We are uniquely positioned for growth in the North Sea, Western Canada (including the 

Athabasca oil sands of Alberta and unconventional gas resource plays such as coalbed methane and shale gas), deep-water 

Gulf of Mexico, offshore West Africa and the Middle East. We add value for shareowners through successful full-cycle oil 

and gas exploration and development and leadership in ethics, integrity, governance and environmental protection.

balance

For Nexen, achieving balance means considering diverse  

views and understanding the impacts of our decisions.  

Each choice we make brings us closer to our long-term vision  

of sustainability: delivering value to shareholders while  

providing social and economic benefits and managing  

our environmental footprint.

This report summarizes our 2008 sustainability performance  

and our continuing efforts to make informed choices about  

the way we find and develop energy.
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2008 pErFormaNcE summary

2008  HigHligHts

commissioned the first phase of the  

long lake oil sands facility

page

6

achieved a major safety milestone  

at our buzzard offshore platform in the  

united Kingdom 16

launched a Nexen-wide water strategy 22

received regulatory approval to drill 15  

additional sour gas wells near calgary,  

alberta, without a public hearing 28

Included on the Dow Jones sustainability  

Index for the eighth consecutive year 40

2008  Disappointments

Tragically, two contractors died on the job  

in yemen. We also recorded 38 lost-time  

injuries globally

page

15

Total number of reportable environmental  

incidents increased 9% over 2007, which meant 

we missed our target of best-ever performance 23

Did not achieve the 50 best Employers in  

canada ranking after being included for six  

of the past eight years 33

share price on the Toronto stock Exchange  

closed the year 33% lower than in 2007  

as markets responded to the worsening  

economic situation 39

The Long Lake oil sands facility delivers  
a high-quality, low-cost synthetic crude oil.
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nexen-wiDe performance summary

The following table provides a three-year snapshot of performance in key areas of our health and safety, environmental, 

social and economic performance. looking ahead, we also provide selected 2009 performance targets. We will report 

our progress against these targets in our 2009 sustainability report.

Indicator 2006 2007 2008 2009 target Page

production after royalties 
(mboe/d) 156 207 210 225 to 240 6

Employee total recordable 
injury frequency 0.22 0.32 0.26

best-ever 
performance 
of less than 0.22 15

contractor total recordable 
injury frequency 1.17 1.25 1.27

best-ever 
performance 
of less than 1.07 15

company-wide production 
carbon intensity (tonnes  
of co2 equivalent/m3  
of oil equivalent) 0.21 0.17 0.16 see page 46 21

company-wide co2  
equivalent (million tonnes) 3.48 3.95 3.81 see page 46 21

Number of reportable 
environmental incidents 92 128 139

best-ever 
performance 
of less than 76 24

community investment  
($ millions) 8.9 11.5 12.7 1%

of pre-tax 
profits 
(averaged 
over five  
years) 32

Voluntary turnover (%) 5.66 6.19 7.29 – 34

active workforce attending 
integrity training (%) 88 86 93 90 12
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Despite volatile markets in 2008, our underlying commit-

ment to sustainability remains constant. as a result, we 

continue to make progress on our economic, environmental 

and social performance.

For Nexen, sustainability means delivering long-term value to 

our shareholders while providing social and economic bene-

fits and managing our environmental footprint. To do that, 

we work hard to strike a balance among the complex — and 

sometimes conflicting — issues facing our company. We 

believe we achieve better overall outcomes by integrating 

sustainability considerations into our decision making.

a high-level commitment to sustainability is important, but 

stakeholders expect us to demonstrate that commitment 

through action. For Nexen, that means integrating sustain-

ability into our business through the management systems, 

measurement tools and governance structures we describe 

throughout this report. It also means clearly articulating our 

values and expectations through our culture of integrity and 

our employee programs. In a rapidly changing and complex 

environment, these systems and values guide our decisions 

and behaviour. We may not get it right every time, but we 

are moving forward.

sustainability in uncertain times

The global financial crisis that began in 2008 has prompted 

many of us to think once again about sustainability. In the 

wake of a series of corporate crises, we were reminded 

that a company can only contribute to society if it first 

establishes a solid financial foundation. To that end, Nexen 

finished 2008 with strong financial results, but we are 

approaching 2009 with caution while the economic outlook 

remains uncertain.

We came close to achieving our employee safety targets 

in 2008, while enhancing internal management frameworks 

such as responsible care® and process safety management. 

lEaDErs’ mEssaGE

marvin f. romanow 
President and  

Chief Executive Officer

Kelly Kowalchuk
Vice President 

Health, Safety, Environment &  
Social Responsibility

Barry Jackson 
Chair 

Health, Safety, Environment &  
Social Responsibility Committee

We believe we achieve better overall outcomes  

by integrating sustainability considerations  

into our decision making.
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regrettably, however, we experienced two contractor fatali-

ties in yemen. We’ve taken concrete steps to address the 

underlying causes of those incidents (see page 15).

In 2008, Nexen and opTI canada commissioned the first 

phase of our oil sands strategy at our long lake facility, 

canada’s first integrated steam-assisted gravity drainage 

(saGD) and upgrading project in the athabasca oil sands. 

It is also the only oil sands project to employ gasification 

technology that enables the capture of co2 pre-combustion.

oil sands development moved further into the global spot-

light in 2008 as stakeholders asked challenging questions 

about its impacts. The oil sands resource has strategic 

importance for meeting North america’s energy demand 

but it also poses some unique social and environmental 

challenges. These cannot be viewed in isolation. We must 

consider the range of interrelated social, environmental 

and economic factors when mapping a way forward. 

We describe how Nexen is addressing these issues in a 

special feature on the oil sands (page 8) and throughout 

the report. 

With the oil sands in mind, Nexen invested in water and 

bio diversity research in 2008. We also launched new 

company-wide water management principles and established 

an eco-efficiency team in our canadian oil and Gas division to 

find ways to reduce emissions and energy costs.

In 2008, we also said goodbye to charlie Fischer, who retired 

as Nexen’s president and chief executive officer. charlie was 

widely recognized as a sustainability leader in our industry 

and set a positive example.

sustainability as a strategic advantage

as we engage in the public dialogue about energy and 

the environment, we hear a recurring theme: consumers 

want secure, affordable and clean energy. at Nexen, our 

purpose is to develop the energy that contributes to soci-

ety’s economic well-being and quality of life. as we do this, 

we also work hard to protect people and the environment.

climate change remains one of Nexen’s — and our industry’s —  

most challenging sustainability issues, and we are addressing 

it in several ways. We are actively contributing to the public 

dialogue on climate change and continue to support renew-

able energy development. We are also positioned at the 

forefront of carbon capture and storage with the gasification 

technology we are employing at long lake. However, we 

need clarity from governments around regulation and carbon 

pricing so we can evaluate long-term emission management 

strategies and understand how greenhouse gas regulation 

will affect future investment decisions.

Nexen will do our part to address the production of green-

house gases but it’s clear we can’t solve the problem on our 

own. consumers around the world must also be engaged 

in climate change solutions through energy conservation 

measures and an honest dialogue about what each of us as 

individual citizens can do to reduce our impacts.

Nexen’s long-term success depends on our ability to first 

access, then responsibly develop, new resources. We view 

our commitment to sustainability as a strategic advantage 

that enables us to gain access to new business opportuni-

ties. We also know our social licence to operate must be 

continually renewed through responsible economic, envi-

ronmental and social practices.

We are confident this approach will help us find thoughtful, 

balanced solutions to the sustainability challenges that 

lie ahead.

We view our commitment to  

sustainability as a strategic advantage  

that enables us to gain access to  

new business opportunities.

Responsible Care® is the registered trademark of the  
Canadian Chemical Producers’ Association.
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NexeN’s  strategy of  ChoiCe

Nexen is a canadian-based oil and gas company with opera-

tions worldwide. our strategy is focused on three areas: oil 

sands, unconventional gas and select conventional exploration 

and exploitation opportunities. the right asset mix provides 

stability and flexibility in uncertain economic times while 

offering choices about how to allocate capital and expertise.

Nexen’s conventional exploration and exploitation is concen-

trated in the North sea, Gulf of Mexico and West africa. We 

still have legacy assets in yemen, where we have shown  

we can operate safely, responsibly and successfully.

as conventional basins in North america mature, we are 

focusing our investment on unconventional resources 

such as shale gas and coalbed methane (cbM). Nexen is 

accumulating large shale gas land positions in the Horn river 

area of northeastern british columbia and cbM land posi-

tions in central alberta. using cutting-edge technology, we 

are transitioning these resources into valuable assets that 

can help fuel our short- to medium-term growth.

We are also tapping into the long-term potential of canada’s 

athabasca oil sands, the world’s second-largest hydrocarbon 

basin after saudi arabia. With the commissioning of the first 

phase of long lake in 2008, we have an integrated saGD 

and upgrading solution that is delivering a high quality, low-

cost synthetic crude oil. long lake’s proprietary upgrading 

technology enables the capture of a concentrated stream 

of carbon dioxide (co2), which can be developed in future 

phases as the policy framework for carbon capture and 

storage emerges.
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thousand barrels of oil equivalent per day (mboe/d)

sustainability significance

balanced global production reduces our  

vulnerability to single-market fluctuations.

how we are doing

production was consistent with 2007 but  

we experienced production down time due  

to hurricanes that reduced output from the  

u.s. Gulf of Mexico.

Looking ahead

We expect 2009 net production to increase to 

approximately 225,000 to 240,000 boe/d as long 

lake production ramps up and ettrick comes on line.

coMpaNy proFIle

�  United Kingdom 49%
�  Canada 1 16%
�  Yemen 15%

�  United States 9%
�  Syncrude 2 9%
�  Other Countries 3 2%

2 0 0 8  P R O D U C T I O N  B Y  R E G I O N

1  Includes Long Lake.
2 As a non-operated entity, Syncrude HSE&SR data is not 
 included in the Sustainability Report.
3 Other includes Colombia.
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nexen’s global operations

compaNy proFIlE

canada
Our canadian operations include heavy oil, 
cbM and conventional oil and gas in Western 
canada as well as shale gas development 
in b.c.’s Horn River basin. nexen is a 65% 
owner and operator of the long lake oil sands  
facility near Fort McMurray, alberta, and is a 
7.23% non-operating owner of Syncrude joint  
venture. We also have an indirect interest in  
the canexus Income Fund chemicals business  
and we are investing in wind power in alberta.

uK north sea
The UK north Sea is a key growth area for nexen with 
the world-class buzzard development, the Scott and 
Telford producing fields and recent discoveries in  
the Golden eagle area. These assets position nexen  
as one of the largest producers in the region. The 
offshore ettrick field is due to start producing in 2009.

norway
We have 10 offshore licences in the norwegian north 
Sea with plans to drill our first exploration well in the 
near future.

gulf of mexico
We are a top deep-water leaseholder 
in the Gulf of Mexico, with numerous 
prospects identified and rigs secured 
to drill.

west africa
We own a 20% working interest in the Usan field,  
offshore nigeria. This project was sanctioned in  
2008 and is expected to come on stream in 2012.

colombia
We own non-operated interests  
in two areas. Our share of  
production averaged 5,800 bbl/d 
before royalties in 2008.

yemen
nexen began operating in  
Yemen in 1993 and it remains  
a significant asset that generates 
strong cash flow. We produced 
our billionth barrel of oil in  
Yemen in 2008.
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why the oil sands matter

after years of rising consumer demand, the world’s conven-

tional oil resources are declining. That means more of the 

world’s energy is coming from unconventional sources such 

as the oil sands. Despite the current global recession, long-

term consumer demand for energy is expected to continue 

to rise. consumers want affordable energy.

With an estimated 173 billion barrels of oil — 97% of canada’s  

total oil reserves — the oil sands can help to meet this 

global demand. Today, approximately four in 10 barrels of 

oil produced in canada come from the oil sands. canada 

is also the largest supplier of energy to the united states. 

The industry generates billions of dollars in taxes, royal-

ties and capital spending and directly or indirectly employs 

hundreds of thousands of people across canada. 

understanding the impacts

The scale and nature of oil sands development pose some 

unique environmental and social challenges. The oil sands 

region is located in the boreal forest, which is home to many 

species and interconnected ecosystems. oil sands produc-

tion generates air emissions, including greenhouse gases, 

and requires water for steam production and upgrading. The 

region is also home to First Nations peoples whose tradi-

tional way of life is tied to the land. 

as the oil sands industry moves into the global spotlight, 

the message is clear — albertans and canadians will not 

permit development of the oil sands at any environmental or 

social cost. That’s why Nexen is committed to reducing our 

impacts on water, land, biodiversity, air and communities. 

spEcIal FEaTurE: oIl saNDs

Long Lake at a Glance 

a joint venture between nexen and OPTI canada• 

 an integrated SaGD and upgrading facility• 

 First premium synthetic crude oil produced  • 

in January 2009

 Full production capacity of 60,000 barrels  • 

of premium synthetic crude oil per day

 long lake leases contain enough bitumen  • 

for up to nine future phases

Seeking Sustainable Solutions in the Oil Sands

The athabasca oil sands resource is one of the largest oil deposits in  

the world — second only to saudi arabia. but developing this resource  

also has impacts on the environment and local communities that need  

to be managed. The challenge for Nexen and other oil sands producers  

is to unlock the value of the resource in a responsible way.



applying technology to environmental challenges

Nexen’s long lake facility 

uses steam-assisted gravity 

drainage (saGD) technology 

to access bitumen that is 

too deep to be mined. saGD 

operations have a smaller  

footprint on the earth’s surface 

than open pit mines. That’s 

because we drill multiple wells 

from a single pad. The sand 

stays under ground and we 

therefore don’t create tailings ponds. Nevertheless, saGD 

technology has surface impacts, including seismic lines, 

roads and well sites. Nexen has employed strategies and 

technologies to minimize those disturbances (see page 25).

saGD and upgrading processes require water. again, tech-

nology is helping minimize our impacts. Nexen is among the 

first saGD producers to commit to using only brackish, non-

potable groundwater to generate steam for saGD operation. 

once production has ramped up, we expect to recycle a 

significant portion of the water used to generate steam at 

long lake.

climate change is one of the highest profile issues associ-

ated with the oil sands, largely because bitumen requires 

more processing than conventional oil. Nexen’s greenhouse 

gas emissions are expected to increase as we ramp up 

production at long lake. We are pursuing a number of miti-

gation strategies as a result (see page 19).

our proprietary upgrading process allows us to extract 

maximum energy from each barrel of bitumen by converting 

the bottom of the barrel into a synthetic gas. This gas is used 

as a fuel source for steam generation and upgrading. as a 

result, we are using less natural gas and are not producing 

petroleum coke as a waste product. 

We recognize we will be developing future phases of long 

lake in a carbon-constrained environment. our gasification 

technology gives us options for addressing greenhouse gases 

once canada’s regulatory framework is clarified. With the 

addition of a shift reactor on future phases at long lake, we 

could capture large volumes of co2 at the source. carbon 

capture and storage, however, is a high-cost technology, so 

economic factors such as commodity prices and project costs 

must be considered along with environmental factors.

addressing community concerns

The communities closest to our operations have a right to 

benefit from development and to be consulted about issues 

that concern them. as part of a broader consultation program, 

we conducted detailed community research during construc-

tion at long lake. residents identified the lack of affordable 

housing, traffic and lack of infrastructure as key issues. This 

feedback has helped guide our community investments in 

the region and led to improved communication and other 

measures related to traffic volumes and safety. 

Nexen is also active in a number of regional groups working 

to enhance quality of life in the oil sands region. We work 

closely with the athabasca Tribal council, a group repre-

senting the region’s five First Nations. We also participate 

in organizations such as the alberta biodiversity monitoring 

Institute that are working to understand and evaluate how 

human activity affects biodiversity in the province.

bITUMen

STeaM

STeaM PlanT

find out more about nexen’s commitment to responsible 

development of the oil sands:
•  carbon capture and storage – page 20
•  mitigating impacts in the boreal forest – page 25
•  aboriginal partnerships – page 29
•   long lake partners support local education – page 33
•  understanding our oil sands advantage —  

nexen 2008 summary report – page 24

9spEcIal FEaTurE
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integrating sustainaBil ity

Every Nexen employee has a role to play in translating 

Nexen’s sustainability commitment into action. Here are 

some of the sustainable business practices we use to guide 

our decision making:

policies and commitments

Policies – Nexen’s Health, safety, Environment & social 

responsibility (HsE&sr) policy says Nexen will work to  

be a recognized leader in sustainability and to integrate 

health, safety, environmental and social responsibility 

considerations into the way we do business. The policy is 

reviewed periodically and signed by the president and cEo 

(see www.nexeninc.com).

Responsible Care – responsible care is an ethic for the safe 

and environmentally sound management of products over 

their life cycle. It features six codes of practice covering areas 

such as community awareness, hazardous waste manage-

ment and research and development (see www.ccpa.ca;  

also see page 17).

planning and Decision making

Nexen Investment Decision Process (NIDP) – The NIDp  

is a staged gate review process for capital projects at  

Nexen. projects are divided into six stages with internal 

reviews following each stage. Nexen project teams use 

this process to scope projects, identify financial and non-

financial risks, and execute the project plan effectively. as 

NIDp matures, we are looking to enhance the integration of 

life cycle value assessment and other HsE&sr parameters, 

such as water management.

Above Ground Reviews – Nexen conducts above ground 

reviews to assess political, security, regulatory and human 

rights issues in countries where we currently do business or 

are considering future investments. Nexen’s management 

considers the risks and opportunities identified in the above 

ground review along with technical and financial risk (see 

page 30).

performance management

Management Systems – We implement and steward 

Nexen’s HsE&sr policy through our corporate HsE&sr 

management system. This system incorporates responsible 

care’s continual improvement model of plan, Do, check, 

act. The management system also outlines the minimum 

expectations for each Nexen division in 12 elements, and 

each element includes standards and guidelines for imple-

mentation (see page 47).

culture and Behaviour

Integrity Resource Centre – The Integrity resource centre 

oversees and supports Nexen’s efforts to promote an ethical 

work environment. We strive to enhance the culture of 

integrity within our organization by providing education, 

engaging employees in integrity initiatives and managing 

integrity-related issues (see page 12).

susTaINabIlITy coNTExT

What Drives Nexen’s Focus  
on Sustainability?

Social licence to operate• 

employee recruitment, retention and satisfaction• 

access to unique opportunities, land and resources• 

Due diligence and risk management• 

compliance and beyond• 

Investor confidence• 

 better business decisions and a better  • 

operating environment
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governance

The 2008 financial crisis turned the spotlight on the way 

companies manage their organizations, reward performance 

and show accountability to shareholders. We believe good 

governance and transparency are essential to earning  

and maintaining the confidence of our shareholders and 

other stakeholders. That’s why accountability remains  

a defining characteristic of Nexen’s corporate culture — in 

any economic climate.

a Diverse and experienced Board

Nexen’s board of Directors oversees management to ensure 

they are making the best choices for creating long-term value. 

our directors are experienced industry leaders who bring 

diverse views and expertise to the boardroom table. Ten of 

our 12 directors, including the board chair, are independent.

The board places an emphasis on director education to ensure 

we have the right mix of competencies and attributes. In 

2008, board members took part in a range of educational 

initiatives including topics such as securities regulations, 

climate change, human rights and emergency response plan-

ning. see our 2009 manage ment proxy circular (available at  

www.nexeninc.com) for a full list of director education topics.

compensation linked to strategy

Nexen’s philosophy is to compensate executives based on 

performance at a level that is competitive with our peers. 

This approach is designed to attract and retain the leadership 

required to deliver on Nexen’s strategic business objectives.

Nexen’s management proxy circular details our compen-

sation philosophy, how we benchmark our compensation 

programs and the objectives against which executive 

performance is measured. This year, we provide additional 

disclosure around cEo compensation by clearly outlining 

the board’s performance assessment against each of the 

cEo’s major objectives in 2008.

governance roadshows 

Nexen conducts governance roadshows to build relation-

ships through face-to-face meetings with stock exchanges 

and governance-minded shareholders. as part of the program, 

we talk about our governance programs and ask these groups 

what Nexen should be doing differently. We explain our 

approach on specific issues such as term limits for direc-

tors and the use of stock options to attract and retain talent. 

Feedback from these sessions is reported to our board and 

is used to help continually improve our governance practices.

susTaINabIl ITy  coNTExT

international: 
uK • yemen • colombia

nigeria • norway

corporate
north america:

us • canada • synthetic oil marketing

vice president
Hse&sr

executive committee
Hse&sr

Board committee
Hse&sr

Board of Directors

Hse&sr governance and stewardship  
Nexen’s commitment to sustainability begins at our 
Board of Directors. The board’s HSE&SR Committee 
sets the tone for managing and improving HSE&SR 
performance across Nexen. The committee meets  
five times a year to review the company’s HSE&SR 
objectives, programs and performance. The Vice 
President, HSE&SR, is responsible for stewarding 
Nexen-wide HSE&SR performance with the support  
of a company-wide group of practitioners and an 
HSE&SR Executive Committee.
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etHics anD integrity

Nexen embeds a culture of integrity through integrated 

thinking and behaviour. We steward our culture of integrity 

through leadership, high standards and expectations, poli-

cies and ongoing efforts to communicate the importance of 

integrity and ethics to our employees, contractors, vendors 

and others with whom we do business.

integrity case management

Nexen’s Integrity resource centre received 54 allegations 

of breaches of company policies in 2008, compared to 60 

incidents reported in 2007 and 34 in 2006. all incidents 

reported to the Integrity resource centre are investigated 

and resolved promptly, while respecting confidentiality. 

The majority of the 2008 reports pertained to issues 

concerning security, employee relations, Nexen assets and 

reserves, and legal and regulatory compliance. 

education and awareness

by the end of 2008, 93% of Nexen’s workforce had attended 

the internal integrity workshop, exceeding our target of 

90%. We also held 19 prevention of improper payments 

workshops for employees working in locations that Nexen 

has deemed to have a potentially higher risk for corruption. 

approximately 100 employees attended these workshops 

in 2008.

The annual online statement of compliance completed by 

every Nexen employee is designed to educate and continu-

ally reinforce the importance of adhering to our integrity 

and ethics policies. Employees also have the opportu-

nity to report policy violations or suspected violations. In 

2008, 3,643 designated employees and contractors (2007: 

3,426) were required to acknowledge their compliance 

with Nexen’s Ethics, Information Technology acceptable 

use and HsE&sr policies. Every member of Nexen’s 

board of Directors also completed the 2008 statement 

of compliance. 

Integrity Leaders Make the Difference 

How does integrity become part of a company’s culture?  

cam Foss, manager of production operations at nexen’s 

Medicine Hat field, has served as an Integrity leader since 

2005. He explains, “Integrity at nexen is a very grass-

roots thing. like most other companies, we have written 

policies. but having a network of leaders means we have 

‘go to’ people that employees can tap into with ques-

tions or concerns — that’s what sets our approach apart.”

In 2008, 23 nexen employees served as integrity leaders. 

They provide integrity training to new employees, ensure 

staff complete yearly statements of compliance, answer 

employee questions and ensure our company’s integrity 

expectations are clearly understood.

cam says, “as a manager, I’m absolutely convinced that 

training employees about integrity, right from day one, 

is the way to get it right. all my direct reports have an 

integrity piece in their performance reviews. It’s impor-

tant to talk about it regularly. We do the same thing with 

the contractors we hire. and it pays off. Our commitment 

to integrity and doing the right thing is a real drawing 

card in attracting folks to work with us.”
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alleged integrity incidents raised (by category)

Type 2006 2007 2008

Security  4 26 14 

employee Relations 11 9 13 

nexen assets and Reserves  3 3 10 

legal and Regulatory compliance 2 7 9 

environment, Health and Safety 4 5 4 

community affairs and Human Rights  3 –  2 

Financial  3 3 1 

Other –  2  1 

external Stakeholders 4 5 –

Total 34 60 54

staKeHolDer engagement

Nexen values the diverse views and perspectives our stake-

holders bring to our business. our stakeholders include 

governments in all jurisdictions where we operate, First Nations 

and community members, shareholders, employees, regula-

tors, environmental groups, suppliers and partner companies.

We believe it’s easier to solve issues across a kitchen  

table than in a courtroom. That’s why we believe our stake-

holders have a right to be involved in the decisions that 

affect them.

Nexen uses systematic processes to plan, develop and 

maintain productive stakeholder relationships in communi-

ties where we operate. We aim for a consistent approach 

with all of our stakeholders while recognizing that each 

community has unique issues and interests and that our 

impacts vary in each area.

before we put a drill bit in the ground, we take the time to 

understand the community we are entering. our stakeholder 

engagement approach typically begins with:

community characterization profiles and history• 

stakeholder identification and issue scoping• 

 detailed community involvement plans.• 

Not all stakeholder engagement revolves around a specific 

development project with defined timelines. Nexen also 

works hard to maintain ongoing long-term relationships with 

stakeholders where we already operate. This includes identi-

fying community investment opportunities and participating 

in regional multistakeholder groups.

In yemen and the canadian oil and Gas division, Nexen’s stake-

holder engagement is guided by the responsible care ethic, 

which leads us to identify community leaders, talk with them 

early and often and share our plans in an honest and transparent 

manner. as required by regulators in certain jurisdictions, we 

maintain secure databases to track our contact with stakeholders.

see pages 26 to 35 for examples of Nexen’s stakeholder 

engagement approach.
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Integrity helpline Other sources

sustainability significance

an open, responsive integrity management system 

helps embed a culture of integrity by addressing 

the risk of misconduct and creating a commitment 

to our business values.

How we are doing

of the 54 alleged policy breaches reported to the  

Integrity resource centre, 22 were substantiated  

as actual breaches of Nexen’s Ethics policy.

looking ahead

based on the outcomes of incident investigations,  

we will improve processes and training as required 

and communicate those changes.

An integrity incident is any business practice, action or decision 
that potentially violates Nexen’s Ethics Policy and/or the obligation 
to conduct business in accordance with local laws, regulations  
or customs.
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HEalTH aND saFETy

Maintaining a safe and healthy work  
environment is paramount to our success.
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safety performance overview

In 2008, Nexen achieved mixed results in our ongoing 

efforts to improve safety performance. our injury rate 

among employees, measured as a Total recordable Injury 

Frequency rate (TrIF), improved 19% in 2008 compared 

to 2007. our performance for contractors in 2008 was not 

as positive. Despite some significant improvements in our 

canadian drilling operations, we recorded a 3% increase in 

our contractor injury rate over 2007. our combined employee/

contractor injury rate for 2008 was down slightly over 2007 

and fell just short of our target of best-ever performance.

To help put our safety performance in context, we compare 

our injury rates against those of our peers in the canadian 

association of petroleum producers (capp) and the 

International association of oil and Gas producers (oGp). 

overall, we found our safety performance stacks up well 

against our canadian peers but we have work to do to 

become an international leader in employee/contractor 

safety performance.

We introduced a company-wide safety performance improve-

ment initiative in 2008 to help us reach our safety targets 

for 2009 and beyond. This initiative includes a strong focus 

on the fundamentals of:

 assessing the understanding and quality of existing • 

safety systems

 advancing methods for identifying and controlling hazards• 

 more stringently assessing workers’ competency in • 

their work procedures.

major safety incidents

While Nexen employees improved their overall safety perfor-

mance in 2008, we experienced major safety incidents 

involving contractors in yemen, which regrettably resulted 

in two fatalities. one contractor was fatally injured through 

contact with live electrical equipment. In a separate incident, 

a contractor on a drilling rig sustained fatal head injuries.

Following the electrical fatality, we implemented new proce-

dures for working on live electrical equipment at our yemen 

well sites, and prepared guidelines for fatigue management, 

as this was viewed as a contributing factor. Following the 

second incident, we took over management of service rigs 

from the contractor, as we felt this was the best way to 

quickly and sustainably improve safety standards and culture 

in these operations.

HEalTH aND saFETy
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T O TA L  R E C O R D A B L E  I N J U R Y  F R E Q U E N C Y
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1.52
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combined

OGP average 
combined

sustainability significance

maintaining a safe and healthy work environment 

means protecting our people and sending them 

home safely each day. paying attention to safety 

also improves productivity and attracts and  

retains workers.

How we are doing

our combined employee and contractor injury  

frequency rate decreased slightly in 2008 but fell 

short of our target of best-ever performance.

looking ahead

We have initiated a company-wide focus on  

safety fundamentals to help us reach our 2009 

target of best-ever performance, and our ultimate 

goal of zero injuries.

Injury frequency rates are calculated using a combination  
of actual and estimated exposure hours. Does not include  
Long Lake construction. CAPP and OGP data for 2008 was  
not available at time of printing.
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Buzzard records 600 Days without a lost-time injury

Nexen’s buzzard platform was recognized with a 2008 

president’s HsE&sr Excellence award for outstanding 

safety performance. Employees recorded more than 600 

days without a lost-time injury during an intense period of 

work. after the large and complex start-up of buzzard in 

2007, crews have prepared the facility for hydrogen sulphide 

by-product management and project tie-ins, with a largely 

temporary construction workforce. The buzzard team has 

worked closely with key contractors to instill a “one team” 

approach and every offshore work cycle begins with a 

meeting of all new arrivals to promote a safety culture of 

openness and responsibility.

process safety management

We are continuing to integrate process safety management  

(psm) throughout our company and reduce the risk of 

process safety incidents. a process safety incident is an 

unplanned and/or sudden hazardous release of material or 

energy from a process that could result in harm to people, 

property or the environment.

In 2008, we appointed process safety and management of 

change coordinators in all divisions and completed two-day 

psm training sessions in calgary, yemen, long lake and 

the u.s. To date, approximately 500 Nexen employees have 

completed psm training.

While fully implementing psm inside a company is a long-

term effort, the payback is a much higher level of process 

safety awareness and more consistent work practices, 

leading to more reliable and safe operations.

wellness portal for employees

accurate, accessible online information about healthy living, 

fitness tips and health issues is now available to Nexen 

employees and their families through a new web portal 

launched in 2008. Nexen partnered with Foothills Health 

consultants to provide information on a variety of health 

issues, including diet and physical activity, relationships, 

parenting, and emotional and psychological health. The 

portal also features self-screening assessments in lifestyle, 

relationships and emotional health, monthly newsletters and 

a health encyclopedia.
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responsiBle  care

responsible care is an integrated business management 

approach that promotes an ethic for the safe and environ-

mentally sound management of products over their life 

cycle. Nexen was the first canadian upstream oil and gas 

producer to adopt responsible care when we introduced it 

at our balzac, alberta gas plant in 2002 and in yemen a year 

later. We are now working to implement responsible care 

in the rest of our canadian oil and Gas division.

responsible care was 

developed in 1985 in  

canada by the chemical  

industry. The responsible  

care ethic is captured within six codes of practice that 

have an underlying theme of protecting people and the 

environment. member companies’ responsibilities extend 

to suppliers, transporters, distributors, contractors and 

customers. With its strong focus on continual improvement, 

responsible care is helping us improve health, safety and 

environmental performance, enhance communication with 

stakeholders and act as responsible stewards of our prod-

ucts throughout their life cycles.

at the heart of the responsible care ethic is a commit-

ment to do the right thing and be seen to do the right thing.  

This approach aligns closely with Nexen’s values and corpo-

rate culture.

In 2008, we continued to integrate responsible care 

throughout our canadian oil and Gas division. seventeen 

groups are involved in preparing for a comprehensive external 

verification process, planned for 2010, to confirm that Nexen 

has work practices in place to support responsible care. 

once verified, facilities undergo re-verification every three 

years. In 2008, Nexen’s yemen operation successfully 

completed its re-verification, and in early 2009, our balzac 

Gas plant finished its third re-verification. reports from each 

verification are posted at www.ccpa.ca.

HEalTH aND saFETy

Hurricanes Test Response Plans 

nexen operates in the U.S. Gulf of Mexico, where we 

experienced two hurricanes in 2008. Our hurricane 

preparedness plan involved shutting in production at 

our offshore platforms and safely evacuating offshore 

personnel before storms arrived. We also evacuated 

employees from our Houston office before Hurricane 

Ike reached land. Several of nexen’s offshore plat-

forms sustained damage and production was reduced 

during repairs; however, there were no injuries or envi-

ronmental spills.

nexen is evaluating the lessons learned during the 2008 

hurricane season. evacuation procedures and emer-

gency communication with employees are two of the 

areas being factored into future plans.

at long lake, we introduced a behavioural-based driving 

initiative entitled “your greatest risk”. preventable vehicle 

incidents decreased 40% in 2008.
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ENVIroNmENT

Nexen is applying technology to address  
environmental challenges in the oil sands.
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climate cHange

a growing awareness of the possible causes and effects of  

climate change has increased concern over the ways the 

world produces and consumes energy. We recognize 

climate change is an issue of growing importance to our 

stakeholders, including governments, investors and the 

public at large.

Nexen has been working to actively manage our own emis-

sions through energy efficiency measures, wind power and 

technology development while also contributing to construc-

tive dialogue on climate change public policy.

2008 greenhouse gas emissions

In 2008, Nexen continued to follow a four-point emissions 

management strategy:

physically reduce emissions• 

self-generate carbon credits from wind power• 

acquire eligible carbon credits• 

 participate in eligible domestic and international  • 

offset projects.

Nexen’s total co2 equivalent emissions decreased about 

3.5% between 2007 and 2008. The decline was primarily 

due to decreased flaring from our uK operations, natu-

rally declining production and emissions from yemen, and 

hurricane-related shut-ins in the Gulf of mexico. production 

carbon intensity, a measure of our emissions per unit of 

production, decreased about 5.5% mainly due to increased 

production from relatively low emission intensity operations 

in the uK.

improving energy efficiency

Energy is a significant operating cost so we are continually 

looking for ways to reduce our fuel consumption and associ-

ated emissions. For instance, we upgraded a sulphur plant 

tail gas incinerator burner and controls at our balzac gas 

plant and introduced a program of field heater optimization 

in the balzac field that reduced fuel consumption. In yemen, 

we introduced a project that allows us to use gas that was 

previously flared in our topping (diesel) plant.

In 2008, Nexen also began working on a new energy effi-

ciency initiative designed to help our canadian oil and Gas 

division reduce its environmental impacts. The Eco-program 

team‘s mandate includes finding ways to improve fuel effi-

ciency and reduce air emissions such as co2, Nox and 

volatile organic compounds. We will report on the team’s 

progress in next year’s report.

investing in offsets

Investing in wind power offers two benefits for Nexen. It 

provides a partial offset to emissions from our operations 

and it allows us to establish a presence in an industry that 

we expect to play a growing role in meeting future electricity 

demand. our first wind power project, the 70.5-megawatt 

soderglen Wind Farm near Fort macleod, alberta, was 

commissioned in 2006. In 2008, we began consulting with 

community members near Delia, alberta, about a planned 

second wind farm. This proposed 80-megawatt facility is 

targeted for start-up in 2011, subject to approvals and trans-

mission availability.

ENVIroNmENT

What Does Our Energy Future  
Look Like?

That’s the fundamental question that drives the 

discussion about energy and climate change. It’s not 

a question our company — or even our industry — can 

answer alone. Governments, energy companies and 

consumers all must be part of the solution.

nexen believes consumer behaviour is an important 

piece of the climate change challenge. That’s because 

more than 80% of greenhouse gas emissions from a 

barrel of oil come from the end use of the product by 

individuals. nexen intends to do our part to manage 

cO2 emissions from energy production, but society-

wide conservation and other consumption-reducing 

alternatives will also be needed.

Significant progress on climate change is possible, 

but it will take coordinated action from all sectors of 

society, including both the producers and consumers 

of energy.
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We believe all forms of energy will be required to meet 

society’s growing energy needs. Wind power has environ-

mental benefits but it also poses some challenges. Wind 

is an intermittent power source, which means it tends to 

sell at a discount on the spot market when compared to 

other sources. It also requires continued use of conven-

tional sources such as coal and natural gas for back-up 

generation when the wind isn’t blowing. looking ahead, 

governments can help stimulate investments in wind power 

through instruments such as renewable portfolio standards, 

which require a certain percentage of power to be gener-

ated by renewable sources.

Nexen has also contracted to receive more than 200,000 

tonnes of credits from the Greenhouse Gas credit 

aggregation pool (GGcap), an international buyers’ pool that 

is investing in emission reduction projects. We received our 

first certified Emission reductions through the pool in early 

2009. They will be used to help meet our compliance obliga-

tions in the uK or in other jurisdictions where they qualify.

understanding the regulatory context

as we work to reduce our own emissions, we have also 

been engaged in the climate change dialogue with govern-

ments, industry associations, scientists and academic 

institutions. In our discussions, we support climate change 

policy that meets the following objectives:

provides incentives for technology development• 

includes a simple and transparent compliance system• 

 does not disadvantage a single region or sector  • 

of the economy

 does not assign unlimited liability to companies  • 

and their shareholders

 engages the end user of fossil fuels — the consumer —  • 

in addressing climate change.

There is still uncertainty around greenhouse gas regulations 

in some jurisdictions where we have major assets. as we 

look ahead to an increasingly regulated environment, we 

will maintain a range of options for managing compliance 

and emissions. but we need greater clarity from regulators 

before we can accurately evaluate these options over the 

long term.

carbon capture and storage (ccs)

ccs involves capturing co2 at large industrial facilities and 

safely storing it underground in geological formations. We 

are well positioned to incorporate ccs technology into future 

phases of our long lake facility once the right development 

cost, commodity price and regulatory frameworks are estab-

lished. our proprietary gasification technology enables the 

capture of an essentially pure stream of co2 for seques-

tration. We are advancing ccs as one of several potential 

compliance strategies for the oil sands.

An Overview of GHG Regulation 

nexen operates in several jurisdictions with varying degrees  

of greenhouse gas regulation:

 In colombia, Yemen and nigeria, either no regulations • 

currently exist or they are in early development.

 a number of state-level initiatives are under way in the • 

U.S. and the new administration in Washington has 

identified energy and climate change as priority issues.

 The canadian government outlined a plan to reduce • 

GHG emissions by 20% from 2006 levels by 2020. 

However, the government is currently pursuing a clean 

energy dialogue with the U.S. It’s unclear how bilateral 

discussions with the U.S. will affect canada’s proposed 

air emissions framework.

 nexen has operations in both alberta and british • 

columbia that fall under provincial greenhouse gas 

regulations. Our long lake facility will be required to 

meet alberta’s regulations after three years of commer-

cial operation.

 In the UK, we have allocations from the regulator as part • 

of the european Union emissions Trading Scheme.
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Nexen continues to support the Integrated co2 Network 

(Ico2N) as a founding member. Ico2N is working to promote a 

cost-effective business model for implementing a network that 

would tie large sources of co2 with underground storage.

ccs is a promising technology, but the legal, regulatory and 

economic frameworks to support it are not in place. ccs 

remains one of the highest-cost emission reduction options and 

is not economical in the current environment. looking ahead, 

one possible solution is to introduce carbon pricing tools such 

as a carbon tax or an auction through a cap and trade system, 

which would create a pool of capital for ccs development, 

demonstration and deployment.

low carbon fuels standards

some jurisdictions in the united states are proposing low 

carbon fuel standards that seek reductions in life cycle 

co2 emissions from transportation fuels, including those 

produced from the oil sands. These proposals apply a life 

cycle analysis (lca) approach, which attempts to measure 

emissions of transportation fuel from its production through 

to its end use.
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sustainability significance

climate change is an issue of growing importance 

to many of our stakeholders. companies such  

as Nexen have to establish business plans  

anticipating a carbon-constrained future.

How we are doing

Increased emissions from the long lake  

start-up were offset by reductions in the uK,  

u.s. and yemen.

looking ahead

Total co2 emissions are expected to grow as  

long lake production ramps up. ccs is one option 

we are pursuing to help manage emissions.
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sustainability significance

production carbon intensity measures our co2 

emissions per unit of gross operated production. 

several jurisdictions, including alberta, have set 

intensity-based reduction targets.

How we are doing

pcI has decreased in recent years, mainly due to  

increased production from relatively low emission  

intensity operations in the uK.

looking ahead

as long lake production ramps up, our company-

wide pcI will increase. We are employing a  

range of emission management options to meet 

regulated targets.

Since the Nexen-operated Balzac Power Station is not part of  
our oil and gas operations, its emissions are not included in the 
PCI calculation.

1  Base data used to estimate emissions include both measured data and production-based emission factors. Includes indirect emissions from electricity 
consumption. Fifty per cent of Long Lake emissions are included because in 2008 this was a jointly operated facility. For a description of our emissions 
calculation methodology, refer to our Carbon Disclosure Project submission at www.cdproject.net.
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several lca tools exist and have produced different 

outcomes. We believe it’s important to establish a common 

lca tool that takes into account all inputs and outputs to the 

life cycle and is equitable for any energy source.

Nexen is engaging with u.s. legislators, industry peers and 

academics to develop an lca tool that will accurately and 

transparently measure the carbon intensity of all transportation 

fuels and help guide future energy and environmental policy.

water management

Water is essential to the oil and gas industry. We heat water 

to produce steam for steam-assisted gravity drainage (saGD), 

we use it to lubricate the drilling and completion of oil and gas 

wells on and offshore, as well as to enhance the recovery of 

hydrocarbons from older production operations. 

We recognize water is an area of increasing focus and 

concern so we treat water as a scarce and finite resource. 

This is particularly true in the oil sands region, where multiple 

users are drawing on the region’s water sources. as we 

expand our oil sands production over the long term, we will 

be looking for innovative ways to enhance water conserva-

tion in our operations.

nexen’s water strategy

In February 2008, we hosted a Water strategy Workshop with  

staff from across our global operations, where we drafted a 

series of water management principles for Nexen (see sidebar).

08

07

06

05

183

250 2 

292 2

125
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sustainability significance

Economic development and population growth are 

placing increasing demands on Western canada’s 

finite fresh water resources.

How we are doing

Fresh water use has decreased since 2006 while 

our saline water use has increased. This trend 

reflects Nexen’s commitment to minimize the  

use of fresh water.

looking ahead

We will be guided by our company-wide water 

principles as we develop action plans for water 

management.

1  Includes non-saline water diverted for industrial use under 
provincial licence for Canadian Oil and Gas operations.

2  As a result of improved water tracking, data for 2006 and 2007 
has been restated.

Nexen’s Water Management  
Principles Include:

 optimize water use efficiency• 

 minimize our impacts on ecosystem functions and • 

ensure public health and safety are not adversely 

affected by our activities 

 engage with stakeholders to promote responsible • 

watershed management and evaluate opportunities to 

provide water management benefits to stakeholders

 measure and communicate our water management • 

performance.
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Workshop participants also identified practices and actions to 

advance each principle. recommendations included devel-

oping a water efficiency program that would involve audits, 

identifying beneficial water reuse opportunities, establishing 

a scorecard to rate performance and considering shadow 

pricing of water in project metrics.

roll-out of the water strategy in 2009 will focus on:

compliance and early adoption of best practices• 

 incorporating water assessment tools in the Nexen • 

Investment Decision process (NIDp)

 developing water management systems to enhance • 

water tracking and reporting

seeking waste water reuse opportunities.• 

environmental incidents increase

Nexen defines a reportable environmental incident as  

any spill of liquids at or above regulatory reporting thresh-

olds, or an exceedance of regulatory permit requirements. 

In 2008, we recorded 139 reportable events, a 9% increase 

over 2007. These included 111 environmental spills,  

totalling 3,833 cubic metres. We recovered approximately 

74% of the spilled volumes.

Nexen’s canadian oil and Gas division experienced three large-

volume spills of produced water, which is water that we extract 

from underground formations along with oil and gas. None of 

these spills (totalling 1,170 cubic metres) impacted large areas. 

The affected soils can be remediated in one growing season.

Nexen Fellowship in Water Research 

nexen contributed $300,000 in 2008 to support the 

creation of the single largest corporate-funded award 

for graduate students at the University of lethbridge in 

alberta — and one that will be used to create graduate 

scholarships and fellowships in water research.

The inaugural recipient of the first nexen Fellowship 

in Water Research is lars brinkmann, a University 

of lethbridge alumnus and doctoral student whose 

research focuses on mercury concentrations in fish 

populations in the South Saskatchewan River basin.
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sustainability significance

Nexen is one of several oil sands operators that 

require groundwater and/or surface water for  

their operations.

How we are doing

Water consumption increased significantly as 

bitumen production ramped up in 2008 and more 

steam was required.

looking ahead

Further expansion at long lake will require 

additional water from various sources despite 

anticipated advances in water re-use efficiency.

1  Includes non-saline water diverted for industrial use under 
provincial licence for Long Lake operations.
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at long lake, 560 cubic metres of production water (a 

mixture of surface runoff, produced water and waste 

water from industrial sources) spilled over the banks of a 

pond. at our yemen masila operations, 715 cubic metres 

of produced water overflowed a pond, due to human error. 

We recovered most of the spilled volumes and completed 

site remediation to the satisfaction of regulatory authorities.

Nexen investigates every environmental spill and exceed-

ance, regardless of volume, to determine its cause and  

take steps to prevent a recurrence. In 2009, Nexen will 

concentrate on increasing employee awareness of the engi-

neering, maintenance and human error factors associated 

with these events.

lanD anD BioDiversity

Every environment contains many life forms. biodiversity 

reflects the unique ways these life forms interact. an eco - 

system rich in biodiversity is considered healthy, complex 

and more resilient to change.

Nexen recognizes the importance of biodiversity protection 

in all areas where we operate, both onshore and offshore. 

We demonstrate this by implementing biodiversity protec-

tion practices, supporting biodiversity research, and taking 

part in organizations that influence public policy and create 

protected areas.

multi-regulator approval for infill Drilling program

Nexen operates more than 2,300 shallow natural gas 

wells in the medicine Hat fields in southern alberta and 

saskatchewan. In 2008, we completed a drilling program 

to enhance recovery of the remaining gas there. The region 

consists of farms and grazing and native grasslands, with 

many endangered species.

The drilling program moved forward smoothly due to Nexen’s 

approach to the complex multi-regulatory and stakeholder 

consultation process, as well as meeting the stringent envi-

ronmental protection practices established for this sensitive 

area. Nexen committed to a voluntary five-year cumulative 

effects monitoring study as part of the program — our first 

for a shallow gas infill project.

our team worked with multiple provincial and federal regula-

tory agencies to make the program happen. We also hired a 

wildlife biologist to conduct the pre-disturbance wildlife assess-

ments that were part of the environmental assessment plan 

and cumulative effects monitoring plan. This program was 

recognized with a 2008 president’s HsE&sr Excellence award.
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sustainability significance

The number and severity of spills or exceedances 

affects our environmental footprint as well as 

clean-up and remediation costs.

How we are doing

The number of incidents increased 9% over 2007. 

Investi gations did not identify an overriding cause 

or trend.

looking ahead

In 2009, we will focus on process safety manage-

ment to help reduce equipment failure while  

also raising awareness of human error factors.
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well reclamation and abandonment

reducing potential liabilities, lowering operating costs  

and restoring land to its pre-industrial use are the goals of 

our canadian oil and Gas well abandonment and reclama-

tion program.

Following well abandonment, Nexen conducts an environ-

mental assessment to ensure soil or groundwater impacts 

are identified. any contaminated material is excavated and 

either disposed of safely or reclaimed using bioremediation 

techniques. once clean, final reclamation involves contouring 

the surface terrain, replacing topsoil and returning it to a 

state specified by the landowner.

In 2008, Nexen’s canadian oil and Gas division completed 

24 well abandonments and achieved 58 reclamation 

releases and 50 certifications. The benefit is twofold — we 

avoid potential future environmental issues and we achieve 

lower land rental costs.

mitigating impacts in the Boreal forest

canada’s boreal forest is a vast and diverse ecosystem. It also 

supports a number of natural resource industries, such as the 

oil sands, and is home to many aboriginal communities.

The saGD technology used at Nexen’s long lake facility 

has some environmental advantages, but is not without its 

impacts. While it does not feature the open pits and tailings 

ponds associated with oil sands mining, it does create other 

surface disturbances. These include seismic lines, well pads, 

roads and processing facilities.

planning ahead to minimize the surface footprint of these 

facilities makes sense for a number of reasons. It can reduce 

Nexen’s construction and reclamation costs while decreasing 

surface disturbance and supporting traditional land use. From 

the outset at long lake, Nexen worked closely with a local 

forestry company to develop a joint access management plan 

for the lease lands. This includes sharing road access, plan-

ning timber harvesting in project areas requiring clearing and 

locating well pads to reduce surface impacts.

Where surface disturbance is necessary, Nexen focuses 

on responsible land stewardship. some environmental 

groups have encouraged us to explore biodiversity offsets 

as a means of offsetting our oil sands footprint by protecting 

an equivalent amount of boreal habitat elsewhere in 

northeastern alberta. as a first step, we worked with the 

canadian boreal Initiative to develop a model for conserva-

tion offsets in the oil sands region. We are now looking to 

implement a pilot project in the region to test this model.

Communication is Key to Coexistence 

nexen’s long lake Project area overlays lands used by 

trappers and other residents near the Hamlet of anzac.

Rollo Goodwin is a member of Willow lake Métis local 

#780 and is a registered trapline holder in an area  

that includes the long lake Project area. While Rollo 

works in Fort McMurray for a construction contractor, 

trapping is also an important part of his lifestyle.

nexen has been working with Rollo since 2000 as part of 

a comprehensive consultation program with stakeholders 

in the region. Through an open dialogue, we have been 

able to identify issues and develop mutually agreeable 

plans. For example, Rollo raised concerns about nexen’s 

plant site limiting access to his trapping area. We found 

a solution that allowed him to have unimpeded access.

“If I had something negative to say, I’d say it. but I 

don’t,” says Rollo. “There’s good communication. 

and there’s a good relationship. They give us the 

work schedules, so I know where on the lands they’ll 

be and I tell them where I’m going to put my traps. 

They’ll avoid those areas and do the seismic there at 

a different time. I appreciate it.”

Rollo admits he still has a few concerns. “Most of the 

impact has to do with the seismic lines,” he explains. 

“There are trails all over the bush now. So there’s 

a wider area for me to cover with bait stations. but 

you adapt. and since the plant hasn’t yet started full 

operation, it’s hard for me to say what it will be like 

in the future. but we’ve been able to work pretty well 

together so far.”
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Nexen has contributed to health care, education  
and other community projects in Yemen.



community engagement

collaborating in the Horn river Basin

british columbia’s Horn river basin is one of the largest 

shale gas resource plays in North america and has the 

potential to double Nexen’s proven reserves. our lands here 

are estimated to contain between three and six trillion cubic 

feet of recoverable resources.

With significant development planned for the region, energy 

companies in the area are coming together to find ways 

to reduce environmental impacts, coordinate development 

and strive to ensure a fair share of benefits to stakeholders 

affected by our activities. Nexen is one of a number of 

energy companies participating in the Horn river basin shale 

Gas producers’ Group, which is working towards respon-

sible development in the region.

one way for group members to reduce environmental 

impacts is to share infrastructure such as roads, pipelines 

and processing facilities. For instance, Nexen and two other 

energy companies built the Komie road Extension near  

Dilly creek, close to Nexen’s project area. This all-season 

road will improve access to land holdings from a single 

shared roadway rather than multiple roads through the 

boreal forest. also, industry can spread out its activity over 

a longer period of time each year, reducing road traffic during 

the drilling season. The Komie road Extension will also 

serve as a pipeline corridor, reducing the need for additional  

land clearing.

The Horn river basin shale Gas producers’ Group hosted a  

two-day Fort Nelson Energy Expo, a career development 

event to inform residents about possible career opportu-

nities and training programs in the oil and gas industry. 

Forty-two exhibitors, including Nexen, service contractors 

and local educational institutions, participated in the event. 

27socIal

The Horn River Basin is one of the largest  
shale gas resource plays in North America.



28 NExEN INc.  2008  susTaINabIl ITy  rEporT

addressing community concerns in Balzac

In late 2008, Nexen received regulatory approval to drill 15 

new sour gas wells and build related pipeline infrastructure 

near the existing Nexen balzac Gas plant. The regulator 

concluded that Nexen’s extensive public consultation 

process made a public hearing unnecessary. 

consultation began in 2006 and involved meetings with over 

650 families, businesses, regulators and local officials in this 

community just outside of calgary.

Nexen applied the principles of integration to bring all parts 

of the project together at once, instead of submitting several 

individual well and pipeline applications. a program of open 

houses, regular newsletters and emergency response plan-

ning were key elements of our approach.

consultation with the local community identified four key 

areas of discussion: potential impacts on land values, 

setback distances from pipelines and other facilities, sulphur 

emissions and the protection of groundwater.

Nexen took a number of steps to address stakeholder 

concerns. These included agreeing to go beyond regulatory 

minimums and install 350 metres of surface casing in each 

well to protect groundwater, and changing the location of a 

new well site to address a landowner’s concerns. We also 

took steps to minimize surface impacts by using existing well 

pads and pipeline corridors wherever possible. remaining 

issues were resolved through a dispute resolution dialogue 

initiated by Nexen and facilitated by the provincial regulator, 

the alberta Energy resources conservation board.

stakeholder engagement didn’t end when we received our 

regulatory approval. Nexen is continuing to keep residents 

informed of our progress through all phases of the project. 

We are also active participants in the balzac community 

advisory panel to ensure we stay informed of issues and 

concerns that matter to the community.

Tracking Public Complaints 

nexen uses a public complaints management tool in 

our canadian Oil and Gas division to better track public 

concerns related to our operations. This database allows 

us to identify emerging issues and to ensure we address 

each concern in a timely way. 

We received 62 public complaints in 2008 on matters 

such as operations-related odours and how we access 

and work on private land. Information is shared inter-

nally on each complaint and responsibility is assigned for 

resolving the issue. nexen management reviews these 

metrics monthly.

Face-to-face meetings with stakeholders help  
Nexen understand and address community concerns.
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aBoriginal  partnersHips

because some of Nexen’s activities take place in tradi-

tional territories of aboriginal people, we have developed 

an approach that recognizes their unique legal rights and 

seeks to avoid disruption to traditional practices.

Nexen’s engagement with our aboriginal stakeholders is 

guided by a “statement of principles for relations with 

aboriginal communities”. In 2006, Nexen’s aboriginal 

partnership team worked to revise this document into 

a formal company policy. Its overarching principle is a 

commitment to create mutually beneficial relationships with 

aboriginal peoples and communities.

a number of regulatory changes have been introduced by the 

provinces of saskatchewan, alberta and british columbia that 

have the potential to change how aboriginal consultation is to 

be conducted. accordingly, Nexen is waiting to introduce our 

updated aboriginal consultation policy to ensure it is consis-

tent with any new regulations in those jurisdictions. In the 

meantime, we are operating according to our draft policy.

aboriginal stakeholders and the long lake project

long lake is just one of several oil sands projects underway in 

the Wood buffalo region. The rapid increase in industrial activity 

in recent years has posed specific challenges for aboriginal 

communities in the region. These include environmental 

impacts on traditional lands, social impacts from changing 

communities and challenges related to participating in the jobs 

and contracts generated by the oil sands industry.

Nexen recognized that these complex issues would need to 

be considered in our long-term consultation approach with 

our First Nations and métis neighbours over the life of the 

long lake project. We also understood that fostering posi-

tive, long-term relationships with our First Nations and métis 

neighbours would be instrumental to the long lake project’s 

long-term success.

several issues shaped our consultation approach. First,  

we worked hard to establish open and accessible communi-

cation channels through all phases of the project. We asked 

the communities what they needed in order to consult with 

us. In response, we provided support that included trans-

lation of certain project materials into local languages and 

funding for computers and other technologies. To promote 

communication and understanding, we also made aboriginal 

cultural awareness training mandatory for new Nexen 

employees at long lake. between 2007 and 2008, approxi-

mately 130 Nexen employees completed the training.

We also encourage aboriginal participation in the oil sands 

economy by facilitating joint ventures between First Nations 

and suppliers. These joint ventures help to address the 

common challenge for First Nations businesses of finding 

short-term access to capital, and enable First Nations to 

increase their ownership and responsibility in the ventures 

over time.

supporting leadership and education

Nexen made a five-year, $350,000 sponsorship commitment 

to the National aboriginal achievement Foundation (NaaF), 

an organization that encourages and celebrates excellence 

in canada’s aboriginal community. approximately $75,000 

of Nexen’s contribution will be used to support NaaF’s 

annual career fair. The balance will help fund the National 

aboriginal achievement awards, which annually recognize 

14 aboriginal people who have excelled in their careers and 

who serve as exceptional role models.

Nexen also supports a wide range of educational, leader-

ship and cultural institutions in Western canada that provide 

opportunities for aboriginal students. These include univer-

sities, technical schools and the banff centre’s aboriginal 

leadership and management program, where Nexen 

provides funding for the research chair.
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Human rigHts

“all human beings are born free and equal in dignity and 

rights.” That statement was written in 1948 in the universal 

Declaration of Human rights and influences Nexen’s own 

stand-alone Human rights policy. Wherever we operate, 

Nexen demonstrates respect for human rights directly, 

through our own operations, and indirectly, through our 

influence on our partners, contractors and suppliers.

We participate in several industry and international initia-

tives focused on human rights, including the united Nations 

Global compact and the International petroleum Industry 

Environmental conservation association (IpIEca). This 

involvement enables our company to share experiences and 

learn from others while gathering new insights to apply to 

our own human rights practices.

understanding our obligations, managing our risks

Nexen marked the 60th anniversary of the universal 

Declaration of Human rights in December 2008 with a 

half-day workshop for 23 Nexen senior managers and 

three board members. The session was titled Business 

and Human Rights: Understanding Our Obligations and 

Managing Our Risks. participants discussed a number of 

questions about human rights, examined Nexen’s policy and 

commitments, and received an overview of contemporary 

human rights issues from security, community, indigenous 

rights and supply chain perspectives.

updating above ground review in colombia

Nexen assesses human rights risks associated with both 

existing and potential investments. These above Ground 

reviews assess a country’s political, security, regulatory and 

social issues through interviews with government officials, 

industry operators, journalists, non-governmental organiza-

tions and security specialists. We typically conduct these 

reviews every two years in existing operations or when 

we are considering entering a new area. In 2008, Nexen 

updated an earlier above Ground review for colombia.

security, communities and Human rights

Nexen operates in some politically challenging areas of the 

world where security and human rights issues are closely 

linked. That means we must protect our people and prop-

erty while behaving ethically, paying attention to community 

interests and respecting human rights. This requirement 

also applies to government and third-party security providers 

working for Nexen.

Nexen uses contract security providers in colombia and 

yemen. Each security company is screened and its activities 

are directed by Nexen’s local security manager. In yemen, 

Nexen plans to introduce additional training in security proce-

dures in 2009 that will cover human rights and community 

engagement issues.

RESPECT

Calgary, Alberta

December 10, 2008 

BUSINESS AND HUMAN RIGHTS: 

UNDERSTANDING OUR OBLIGATIONS 

AND MANAGING THE RISKS
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nexen joined with several 

other canadian corporate 

members of the United 

nations Global compact to 

place an advertisement in 

one of canada’s national daily 

newspapers to mark the 60th 

anniversary of the Universal 

Declaration of Human Rights 

in December 2008.

Marking a Milestone 
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puBlic  policy

our approach to public policy

Nexen believes good public policy is achieved when all stake-

holders contribute to the government decision-making process. 

resource development will always come with benefits and 

impacts. Wise decisions can only be achieved if we are 

prepared to engage in a broad, balanced and informed debate. 

For Nexen, that means being more than a policy advocate. It 

also entails being a policy resource and partner to governments, 

helping to educate policy-makers and other stakeholders on 

our industry and, in return, seeking a better understanding 

ourselves of the wider goals and objectives of governments. 

Through this open, two-way engagement, mutual benefits  

and responsibilities emerge. This leads to better policy and 

regulatory frameworks than would otherwise be the case. 

Nexen has developed strong ethical practices in our deal-

ings with governments. This includes supporting and being 

in compliance with related laws in the jurisdictions in which 

we operate, such as lobbyist registration and political contri-

bution requirements.

In 2008, we made political contributions in canada totalling 

$36,500. These contributions are made to support the funda-

mental political process. They are part of an annual budget 

and do not increase during political campaigns.

areas of Discussion

The oil and gas industry is one of many sectors that meet 

with government on policy matters, along with many other 

stakeholders and interest groups. Examples of topics that 

Nexen discusses with government, either directly or through 

the various associations to which we belong, include:

 environmental responsibility, including air  • 

emissions and water use

taxation and royalties• 

economic and social benefits• 

infrastructure• 

local community and First Nations consultations• 

new technologies• 

general political stability.• 

community investment

We believe it’s important to give back to communities through 

charitable giving and the volunteer efforts of our employees.

Nexen aims to allocate 1% of pre-tax earnings (averaged 

over five years) for community investments each year. This 

benchmark is recommended by Imagine canada, a research 

organization that supports corporate philanthropy. Nexen 

invested approximately $12.7 million in 2008 to support a variety 

of community initiatives in countries where we operate.

our employees also give back to their communities by 

donating their time and talents to charitable causes. Nexen 

supports a number of employee volunteer events and in 

some cases provides employees with paid time off from 

work to volunteer. We also supported the causes that matter 

to employees by providing $1.2 million to match employee 

donations to registered charities in 2008.

learning lessons in community capacity Building

community investment programs don’t always run smoothly. 

a water and sanitation program for a community neigh-

bouring our yemen operations is a case in point.

as part of our commitment to the united Nations Global 

compact initiative, Nexen and the united Nations 

Development programme (uNDp) agreed to sponsor a 

clean water and sanitation system for the community of 

ressib. The uNDp had responsibility for project execution. 

The project was launched in 2002, with a goal to complete 

the system within three years. as of year-end 2008, only 

the water delivery system had been completed. 

several issues contributed to the delays. The uNDp’s 

processes for reviewing and approving project elements 

were complex, and there was considerable turnover of project 

staff. on Nexen’s part, we revisited project governance to 

strengthen transparency. 

socIal
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The good news is that 5,000 people now have safe  

drinking water. Nexen has assumed responsibility for the 

remaining project components, with completion of the  

sanitation system and capacity building targeted for the 

end of 2010. We are documenting the lessons learned  

from this experience to enhance future collaborative  

social investments.

supporting Quality Health care in Dallas

Nexen’s u.s. division announced a u.s. $1.5 million contribu-

tion to the parkland Health and Hospital system in 2008 to build 

a new hospital in Dallas, Texas. The five-year commitment 

is Nexen’s largest ever in the u.s. and the largest corporate 

donation to date for the I Stand for Parkland capital campaign. 

Nexen’s u.s. management team recommended parkland 

for funding after recognizing the scope and quality of care, 

particularly for visible minorities and low-income patients.

A Decade of Yemen Scholarships  

nexen marked the 10-year anniversary of our Yemen 

Scholarship Program in 2008. The program was launched 

to enable young Yemenis to pursue a post-secondary 

education in calgary in fields critical to the country’s 

economic development. While the original plan was to 

offer 20 scholarships in total, we quickly saw the benefits 

of the program and expanded it.

To date, we have awarded scholarships to 100 Yemeni 

students. each scholarship underwrites a four-year post-

secondary degree program and includes tuition, books, 

accommodation, meals and other essentials — a value 

estimated at around $140,000 per student. 

The program has produced 44 graduates to date. In 

particular, the program has enhanced opportunities for 

Yemeni women, who comprise about 30% of our schol-

arship recipients.
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sustainability significance

Nexen invests in charitable initiatives in our host  

communities. This helps support our ongoing 

social licence to operate and ensures communities 

benefit from resource development.

How we are doing

our 2008 community investments were based  

on the Imagine canada guidelines of allocating  

1% of pre-tax earnings to community investment.

looking ahead

We are looking at ways to enhance and support 

employee volunteer efforts.
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long lake partners support local education

Nexen and opTI canada used the occasion of the long 

lake project commissioning to announce two community 

investments totalling $2.5 million. The investments include 

a $1.5 million commitment to improve the educational 

offerings at the bill Woodward school, which is now being 

built in anzac. The funds are earmarked for items such as 

playground equipment, science labs, library resources and 

computers. The school was named after a respected elder 

and community leader who passed away in 2007. another 

$1 million in scholarships was announced for future Grade 

12 graduates in the regional municipality of Wood buffalo 

to help finance their post-secondary studies.

our employees

Nexen’s goal is to be a preferred employer by creating a 

culture where employees are engaged, committed to doing 

their best and where they feel their contributions are valued. 

We work hard to be a company that encourages people to 

learn, grow and contribute to the organization.

measuring employee engagement

For the eighth consecutive year, Nexen participated in the 

50 best Employers in canada study sponsored by Hewitt 

associates and the Globe and Mail’s Report on Business 

magazine. The study also serves as Nexen’s annual 

employee opinion survey and the results help us understand 

what we are doing well and where we can improve.

about 66% of our employees from around the globe took 

part in the survey. We did not place among the 50 best 

Employers, after having done so six times previously. 

our overall corporate engagement score was 69%, down 

slightly from previous years. The survey results showed that 

employees who say the career and performance communi-

cation process is meeting their expectations are the most 

engaged; those who don’t are the least engaged. 

We are continuing to focus on career and performance 

development as a way to improve employee engagement. 

Nexen is implementing a new career and performance 

management system and we held our first professional 

development forum at the end of 2008. Divisions will also 

implement their own action plans through 2009 to address 

their specific survey results.

improving the “onboarding” process for new Hires

according to The Human capital Institute, 90% of new 

employees decide whether they will remain with a company 

during their first six months on the job. That’s why Nexen 

made several improvements to its employee “onboarding” 

process in 2008. our goals are to engage new hires from 

their first days, provide a better sense of community and 

enhance their company knowledge.

Providing Flood Relief in Yemen 

In October 2008, a severe tropical storm caused 

massive flooding throughout Yemen. close to 

200 Yemenis lost their lives in floods following 

the storm and more than 20,000 people were 

displaced from their homes.

nexen provided financial and hands-on support 

in the critical days following the floods. Our field 

staff helped reopen roads, distribute emergency 

food rations and restore water and electric power 

infrastructure in some of the hardest-hit areas. 

nexen also made a $1 million donation to relief 

efforts in Yemen and matched donations from 

employees.
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To help achieve these improvements, Nexen implemented a 

program of scheduled start dates. New employees now start 

their employment on a fixed start date scheduled once every 

two weeks and participate in group orientation sessions over 

their first two days on the job.

unions and collective agreements

Nexen’s balzac, alberta facility (represented by the 

communications, Energy and paperworkers union) and 

our operations in yemen (masila labour union) are the 

only two unionized operations in our company, with 61 and 

980 unionized employees respectively in 2008. based on 

Nexen’s total workforce of 3,776 employees at the end of 

2008, approximately 28% of our employees were covered 

by collective agreements. There were no collective labour 

actions or disputes with our unionized workforce in 2008.

Putting Technology to Work 

nexen has introduced next-generation videoconfer-

encing technology to help increase collaboration across 

the company. nexen has had traditional videoconfer-

encing technology for some time; however, this new 

system is far more widely used because it creates a 

“just like being there” experience. now nexen’s calgary, 

Uxbridge and Dallas offices are connected through  

high-definition video and sophisticated acoustic technol-

ogies. Increased collaboration and cost and time savings 

were the primary drivers for investing in this technology, 

but it also promises to reduce our carbon footprint for 

employee travel.
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sustainability significance

Employee engagement measures the emotional 

or intellectual commitment of employees to their 

work. committed employees are essential to 

Nexen’s ongoing success.

How we are doing

Nexen’s employee engagement score fell slightly 

in 2008. We were not included on canada’s 50 

best Employers list for 2008. However, Nexen 

was included on The Sunday Times 100 best 

companies to Work For list in the uK.

looking ahead

career and performance management is a key 

focus area for 2009.
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sustainability significance

a low voluntary turnover rate signifies higher  

levels of employee satisfaction. It helps us to 

retain critical knowledge and reduces costs  

associated with recruitment and retraining.

How we are doing

Voluntary turnover increased in 2008 due in part  

to a competitive job market, but remained below 

the energy sector median of 8.4%.

looking ahead

We are refining our people strategies by focusing 

on leadership development, a flexible work envi-

ronment, competitive compensation and benefits, 

and enhanced onboarding for new employees.
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Developing our yemeni workforce

Nexen is committed to maximize the percentage of 

yemeni nationals at our yemen facilities (approximately 

83% of our yemen masila workforce in 2008 comprised 

yemeni nationals). an important means of achieving our 

yemenization goals is the creation of Individual Development 

plans (IDps) for yemeni national employees.

an IDp is developed for each job position. It indicates the 

specific skills required to be fully qualified in that position, 

so the employee is well positioned when a vacancy arises 

in more advanced roles. Through regular reviews with their 

supervisors, employees demonstrate they can perform a 

set of skills independently and correctly over time. While 

the plan is consistent for a specific position, progress within 

the IDp is customized to the individual. For example, one 

employee may need to emphasize a broad skill such as  

leadership, while another employee in a similar position 

might focus on a specific technical discipline.

engaging employees on sustainability

We believe that demonstrating commitment to sustainability  

helps us recruit and retain talented employees whose values 

fit with our corporate culture. These employees also provide 

the expertise and innovation that help us to integrate sustain-

ability into our day-to-day operations.

Employees from across Nexen’s operations organized 

company-wide Environment Week celebrations in June 

2008 that included lunch and learn sessions, a commuter 

challenge and an environment fair. as part of Environment 

Week, Nexen launched an environmental stewardship 

award for employees who “walk the talk” when it comes 

to environmental commitment. We also introduced a Home 

Energy Efficiency program that funds home energy audits 

for employees and helps them identify energy efficiency 

improvement opportunities.

Guy Haslam,  

from our aberdeen 

office, won nexen’s 

first environmental 

Stewardship 

award in 2008 

for his leadership 

role in creating a 

cemetery in the 

village of Finzean 

near aberdeen. 

Guy engaged the 

community and 

initiated the develop-

ment of a “green” 

cemetery with native 

vegetation, mini-

mizing the impact  

on the environment.

employees by country

canada 1,868

United Kingdom 416

United States 307

Yemen 1,101

norway 25

Other 59

Total 3,776
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EcoNomIc

Since acquiring Buzzard, we have increased  
proved plus probable reserves by almost 50%.
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economic performance

sustainability at Nexen begins with a solid financial foundation  

that allows us to deliver returns to shareholders, invest in 

the long-term future of our business and deliver broader 

economic and social benefits to society.

In a highly integrated global economy, Nexen’s economic 

performance has direct impacts on our stakeholders and the 

broader society. For instance, Nexen’s ability to re invest in 

our business means we spend significantly on goods and 

services from our suppliers. our operations also create 

direct and indirect employment in each country where we 

operate, as well as revenues for host governments through 

taxes and royalties. 

Nexen achieved record financial results in 2008, gener-

ating cash flow of more than $4.2 billion and net income of 

$1.7 billion. strong production from our buzzard offshore 

operation and record oil prices in the first half of the year 

contributed to these results, although commodity prices fell 

dramatically in the last half of the year.

EcoNomIc
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sustainability significance

payment of taxes and royalties shares the  

resource value with the host country in addition  

to the other benefits of industrial development.

How we are doing

attractive fiscal environments encourage industry  

investment. Nexen also contributes substantial 

economic benefits through our purchases and 

employment and through economic multipliers.

looking ahead

We believe governments recognize the need  

for stable and predictable fiscal terms that allow  

for an acceptable rate of return to our shareholders.

1 Calculated as the sum of royalties paid and cash income tax 
 expense, divided by the sum of net income before royalties 
paid and tax expense (residual).

Y E A R - E N D  R E S E R V E S
(mmboe before royalties; includes Syncrude)
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sustainability significance

reserves give an investor a sense of our  

physical inventories.

How we are doing

We have more than two billion boe of proved and 

probable reserves, which represents a reserve life 

index of more than 20 years.

looking ahead

We have far more in our opportunity portfolio  

than we are permitted to recognize as reserves.  

as future projects take shape at long lake,  

the uK North sea, Gulf of mexico and Horn river 

in canada, we expect to book significantly  

more reserves.
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managing in an economic Downturn

Nexen finished 2008 with a strong balance sheet. This leaves 

us relatively well positioned to weather the economic down-

turn when access to credit is tight. much of our production 

has low operating costs, resulting in cash netbacks that are 

among the highest in the industry. as a result, our assets 

can generate positive cash flow at lower commodity prices.

Despite our strong financial position, we are approaching 

2009 with caution and plan to maintain as much of our 

financial capacity as possible. We will focus our discre-

tionary capital investment on projects that are economic in 

the current environment and proceed cautiously on others. 

projects that are deferred will be restored when demand 

and confidence return to the commodity markets.

positioned for growth

Nexen is well positioned for long-term growth when the 

economic recovery begins. We are pursuing a strategy of 

choice to maximize value for shareholders. This strategy has 

led Nexen to develop opportunities that are global and diverse, 

making us more resilient in changing market conditions. 

Nexen achieved a number of milestones in 2008 that continued 

to enhance our portfolio of opportunities. These include:

 a significant discovery at Hobby/Golden Eagle in the uK• 

 long lake phase 1 commissioning, followed by produc-• 

tion of first premium synthetic crude in early 2009

 agreement to acquire an additional 15% interest in the • 

long lake project to increase Nexen’s oil sands position

 enhancing buzzard facility’s ability to handle hydrogen • 

sulphide and help ensure continued strong produc-

tion volumes

 acquired a substantial resource position in the Horn river • 

basin in northeastern b.c. for shale gas development

 approvals completed for the usan project, offshore • 

Nigeria, and platform construction under way.

capital investment

Nexen invested total capital of $3.2 billion in 2008. This 

included more than $700 million in the uK, where successful 

drilling and production performance at buzzard resulted in 

both an increase in reservoir size and overall recovery factor. 

We also spent more than $1 billion to develop our in situ 

oil sands resource. overall, 22% of Nexen’s 2008 capital 

spending program was directed toward next-generation new 

growth projects such as offshore Nigeria, shale gas, coalbed 

methane and future phases of long lake.

royalties 1

($ millions) 2004 2005 2006 2007 2008

Yemen 935 1,186 1,092 904 970 

canada 2 174 162 155 202 290 

United States 126 122 98 90 91 

Other 3 12 11 13 14 19 

Total 1,247 1,481 1,358 1,210 1,370 

1  Royalties are cash payments and, in some international operations,  
the government’s share of Nexen’s production.

2  Includes Syncrude.
3  Includes mainly the UK, Colombia and Nigeria, and Australia prior to 2005.

cash income taxes 1

($ millions) 2004 2005 2006 2007 2008

Yemen 227 296 286 249 275 

United Kingdom  –  2 2 159 650 

colombia 2 28 37 46 –

United States 8 10 38 8 (43)

canada 6 1 13 1 –

norway  – (2) (15) (35) –

Other  5 4 7 6 (23)

Total 248 339 368 434 859 

1  Negative amounts represent tax refunds.
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economic value generated and Distributed

To measure the economic impacts and benefits of our 

business on our stakeholders, we look beyond traditional 

financial performance to track how economic value is gener-

ated and distributed among stakeholders such as suppliers, 

host governments and, of course, our shareholders.

In 2008, Nexen generated revenues before royalties of 

$9.6 billion from our activities. We paid approximately  

$3 billion to third parties for supplies and services and 

capital providers to generate this revenue. The majority of 

this money was spent in local jurisdictions, contributing 

to economic activity in those regions. We paid $2.2 billion 

to host governments in 2008 through taxes and royalties 

and paid approximately $349 million to our employees  

in salaries.

sHareHolDer relations

as with other publicly traded companies, Nexen’s share price 

was affected by the sharp downturn in global financial markets 

in the last half of 2008. our shares on the Toronto stock 

Exchange closed down about a third over the end of 2007 — a 

disappointing result but consistent with other companies in 

our sector. Nexen remains focused on providing long-term 

value to shareholders. our strong balance sheet enabled us 

to make strategic choices in 2008 that position Nexen to 

capitalize on the eventual economic recovery.

managing environmental, social and governance risk

We believe we add value for shareholders by conducting 

our business in a way that manages environmental, social 

and governance risk. a number of investor-driven initiatives 
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Socially Responsible Investing (SRI)  
and the Oil Sands

The oil sands industry is attracting attention from 

investors who want to know how companies are 

addressing related social and environmental impacts. 

nexen joined a panel of environmentalists and ethical 

investing experts at the SRI in the Rockies conference 

in Whistler, b.c., in 2008 to explain the steps we are 

taking to mitigate our environmental footprint in the 

oil sands. The panel focused on the need for cross-

sector collaboration and the need to communicate our 

progress regularly to the investment community.
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have begun to assess how well publicly traded companies 

are doing this. For instance, sustainable asset management 

produces the Dow Jones sustainability World Index, which 

tracks the financial performance of leading sustainability-

driven companies. Nexen was named to the index in 2008 

for the eighth consecutive year. Nexen also ranked seventh 

of 59 global oil and gas companies and first among upstream 

companies in the Goldman sachs Gs susTaIN Focus list.

supply cHain

Nexen relies on an extensive network of suppliers, contractors 

and partner companies to develop, build and operate the many 

projects we undertake around the world. In 2008, we paid 

approximately $3 billion for supplies and services — much of 

that was spent with vendors in communities where we operate. 

yemen vendor Development program

Helping local communities benefit from our operations is 

part of our approach to doing business. 

In yemen, where many vendors are less familiar with the 

needs of the oil and gas industry, we have made concerted 

efforts to purchase goods and services in-country, as well 

as build capacity among local suppliers. This has been chal-

lenging, as the yemeni business culture tends to be geared 

towards one-time contracts at the lowest possible price. since 

1997, Nexen’s yemen-based procurement team has worked 

to help local vendors focus on product quality and accurate 

invoicing, and emphasize lasting buyer-supplier relations.

In many cases, Nexen must order specialized materials from 

outside yemen. We have worked with a number of yemeni 

companies to help them achieve local agent status, so some 

commonly ordered goods could be available in-country. as 

a result, some local suppliers now serve several oil industry 

operators in yemen. 

Commodity Prices in 2008 

The price of oil reached record highs and a four-year 

low in 2008, which had significant impacts — both posi-

tive and negative — on nexen’s 2008 financial results.  

Oil climbed through the first half of 2008 to reach a record 

of US$147.27/bbl in the summer and then fell below 

US$35/bbl before closing the year at US$44.60/bbl.

While we can’t predict future commodity prices, nexen’s 

strategy of choice allows us to deploy capital and 

expertise to areas of our business that are best able to 

capitalize on the current price environment — whatever 

that may be.
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In 2008, Nexen ordered more than $22 million in goods and 

services from local suppliers, representing close to one-third 

of our vendor expenditures in the country.

Building capacity in northeastern B.c.

The planned development of northeastern british columbia’s 

shale gas resource will require significant expenditures on 

goods and services over many years. local communities 

expect to share in the economic benefits of this activity. 

Developing relationships and capacity with local suppliers 

takes time in an area of new development and the pace of 

activity is moderated by current low gas prices. but Nexen 

has taken some early steps to help local workers and compa-

nies gain access to future opportunities.

 For example, we have developed contracts with our major 

suppliers to encourage local hiring in the region. These 

contracts outline our expectation that contractors try to hire 

local companies and individuals if they meet criteria related 

to safety and other requirements. These contracts are based 

on a similar process used by Nexen in the oil sands region, 

where local procurement is also an important issue.

 In addition, we plan to open an office in Fort Nelson in 2009 

where residents can find out about hiring opportunities and 

contracts or talk directly to a Nexen representative about 

issues or concerns.

 We intend to be in the Horn river region for many years, so 

we are working with regional and provincial governments and 

the chamber of commerce to understand the community’s 

capacity to participate in shale gas development over the 

long term. This will include a comprehensive listing of local 

suppliers and eventual tracking of local spending by industry.

Purchasing Green Power 

In 2008, nexen’s Power Marketing Group made an 

arrangement to sell bullfrog Power as the green 

power option for our commercial customers. This 

marketing arrangement with bullfrog Power is 

intended to strengthen nexen’s own green power 

marketing program, through which we sell the output 

of our investments in the 70.5-megawatt Soderglen 

wind farm in southern alberta, as well as that of the 

80-megawatt Hand Hills wind farm we’re developing 

near Drumheller, alberta. 

bullfrog Power is a canadian electricity provider that 

sells only green power and its generation sources are 

certified under the federal government’s environmental 

choice Program.
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abouT THIs rEporT

Nexen has been reporting our sustainability performance 

annually since 1996. This year’s report, our thirteenth, summa-

rizes Nexen’s performance for the 2008 calendar year. our 

last report was published in June 2008.

what’s new this year

We continue to review and refine our sustainability reporting 

to help ensure we are meeting the information needs of our 

stakeholders. significant changes to this year’s report include:

 a new performance scorecard highlighting Nexen’s prog-• 

ress against key performance indicators and selected 

targets for 2009

 a third-party review of data from our u.s. and Energy • 

marketing divisions

 new indicators on public complaints, aboriginal aware-• 

ness training and abandonment and reclamation.

content selection

Nexen applied the GrI principles of materiality, sustainability 

context and completeness when preparing this report. We 

also considered how our stakeholders would use the infor-

mation in the report. For instance, current and prospective 

employees use our sustainability report to better under-

stand the company’s culture and values. Governments and 

community members are looking for evidence that Nexen is 

complying with regulations and being responsive to commu-

nity concerns. Investors want to see evidence that Nexen 

is managing risk. Non-governmental organizations and the 

public want to understand how we are addressing the envi-

ronmental and social impacts of our business.

This report was prepared using the Global reporting 

Initiative’s G3 Guidelines, to a level of b+ self Declared. We 

also considered reporting guidance provided by other orga-

nizations, including the canadian association of petroleum 

producers stewardship Initiative, responsible care and the 

united Nations Global compact.

assurance and external reviews

Nexen uses a two-tiered review process to enhance the 

credibility and transparency of our reporting. We asked 

pricewaterhousecoopers (pwc) to review selected perfor-

mance data for validity, completeness and accuracy. at the 

same time, we invited a group of expert external stake-

holders to review and provide input on the report content. 

both groups provided written feedback on the process and 

their findings (see pages 44 and 48).

reporting conventions

Nexen Inc. or Nexen refers to the entire company and its 

subsidiaries (excluding canexus and syncrude). Data for 

long lake is included in overall Nexen data. Dollar figures 

are canadian unless otherwise noted.

For More Information 

We strive to provide our stakeholders with the right mix of 

detail and readability in our annual sustainability report. 

For those looking for more detailed disclosure, we publish 

additional data on our website (www.nexeninc.com). This 

spreadsheet includes supplementary 2008 data for air 

emissions, waste and occupational safety. We also provide 

a discussion of our management approach in key areas, 

as recommended by the Global Reporting Initiative (GRI).



43NExEN’s  ExpErT/sTaKEHolDEr aDVIsory Group

NExEN’s ExpErT/sTaKEHolDEr aDVIsory Group

David Bell professor Emeritus 

and Former Dean of the Faculty of 

Environmental studies, york university, 

and chair of learning for a sustainable 

Future, Toronto, ontario

Cameron Dillabough canadian chemical 

producers association responsible care 

Verifier, collingwood, ontario

Matthew Gitsham programme Director, 

ashridge centre for business and 

society, berkhamsted, united Kingdom

Jennifer Grant policy analyst,  

The pembina Institute, calgary, alberta

Lucy Greenhill offshore Industries 

advisor, Joint Nature conservation 

committee, aberdeen, united Kingdom

Andrew Logan Director, oil & Gas 

Industry program, ceres,  

boston, massachusetts

Bill Streeper mayor, Town of Fort Nelson 

and Northern rockies regional District, 

Fort Nelson, british columbia

Ian Thomson program coordinator, csr, 

KaIros, Toronto, ontario

Not pictured: Roy Vermillion  

chief Executive officer, athabasca  

Tribal council, Fort mcmurray, alberta

For the sixth year, we have invited a diverse group of stakeholders to participate in the development of our sustainability report. 

Their input leads to a better report and gives us a deeper understanding of the interests and priorities of our stakeholders. The group  

was designed, organized and facilitated by stratos, a canadian sustainability consultancy. all members participated in an  

individual capacity rather than as representatives of their organizations.
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expert/staKeHolDer  
aDvisory group review statement
what we Did
The advisory Group provided input on Nexen’s 2008 sustainability 

report and advice for Nexen’s future reporting efforts. our 

opinions on the report were guided by the aa1000 assurance 

standard, which addresses the principles of materiality, complete-

ness and responsiveness. 

We met in person in January 2009 to discuss Nexen’s approach to 

sustainability management and reporting with key Nexen execu-

tives, including the cEo, and to review an annotated outline of the 

report. In march and april 2009, via conference call, we provided 

comment on two full drafts of the report and assessed the inte-

gration of our suggestions. our review was limited to the printed 

report. our commentary is not an audit or verification statement.

Each advisory Group member was offered an honorarium in 

recognition of our time and expertise, payable to us individually or 

to an organization of our choice. Nexen also paid for all expenses 

related to our travel and accommodations. 

what we found
We commend Nexen for its ongoing commitment to sustainability 

disclosure. overall, Nexen’s 2008 sustainability report presents a 

comprehensive account of the company’s health, safety, environ-

ment and social responsibility performance. 

advisory Group members were not involved in the selection 

of the report title or theme. In the future, the advisory Group 

would like to be involved early enough in the process to have 

input on the report title and theme to ensure it will resonate with 

stakeholders. 

The advisory Group presents the following commentary on 

Nexen’s 2008 sustainability report.

materiality, completeness and responsiveness
Materiality

We feel that the report addresses Nexen’s key material issues, 

and appreciate the addition of a feature on the company’s oil sands 

operations as well as more discussion on land and biodiversity. 

However, the report could benefit from more information on why 

Nexen considers the issues it discusses to be material, and addi-

tional details on their strategic implications for the business. 

We recommend that Nexen develops a formal process for iden-

tifying material issues that involves senior management from 

across the company and is conducted on a regular basis (e.g. 

annually). Nexen should report the results of this analysis and 

indicate how the findings inform Nexen’s business strategy, 

sustainability strategy and corporate reporting. 

Completeness

We agree that the report addresses all aspects of Nexen’s busi-

ness, and that Nexen has demonstrated an understanding of the 

range of issues and impacts associated with its business. Nexen 

needs more comprehensive reporting on key impacts (e.g. oil 

sands, impacts on local communities and aboriginal peoples), and 

needs to define specific, short- and long-term plans to manage 

these impacts. 

Responsiveness 

We acknowledge Nexen’s efforts to respond to and incorporate 

some of our feedback throughout this process, and from last 

year’s advisory Group. However, we encourage Nexen to take 

more action on several of the recommendations made by last 

year’s advisory Group, such as climate change, product impacts 

and aboriginal relations, and to more fully explain why some 

recommendations were not, or could not, be addressed. 

We believe Nexen’s reporting should also be more explicit about 

who the organization’s key stakeholders are, their major concerns, 

and how the organization is responding to these concerns.

specific recommendations
Integrate sustainability into the business 

We recommend that Nexen more clearly demonstrate and 

report how sustainability is integrated into its business strategy 

and accountability structures. some progress has been made in 

disclosing Nexen’s understanding of the business value of sustain-

ability and how sustainability is integrated into decision-making; 

this could be enhanced by providing further details of how sustain-

ability criteria are considered in the Nexen Investment Decision 

process (NIDp). We encourage Nexen to continue improving its 

reporting in this area, particularly to illustrate how sustainability 

principles are carried through to operations on the ground. 

Nexen should also report on how internal sustainability awareness 

and education is being implemented and the associated results. 

Be more outcome-oriented and forward-looking

The lack of disclosure of specific data and outcomes, such as on 

local and aboriginal employment and procurement, raises questions 

about the legitimacy of Nexen’s stated claims in some specific 

areas. Nexen should report more fully on outcomes and results. 

We also encourage Nexen to disclose their long-term vision for 

sustainability, highlight key milestones along this journey, and iden-

tify key challenges and how the company plans to address them. 

Demonstrate leadership 

There are key issues for the oil and gas sector that present lead-

ership opportunities, such as greenhouse gas targets, carbon 

capture and storage, as well as aboriginal relations. Experts/

stakeholders noted that Nexen’s disclosure gives the impression 

that the company appears to be taking a wait and see approach 

versus establishing a leadership agenda. We would like to see 

Nexen play a leadership role.

ExTErNal rEVIEWs
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To help achieve the company’s sustainability vision, track perfor-

mance on specific issues, and assess how the company is 

performing against its peers, Nexen needs to expand its use of 

benchmarks and targets. We would also like to see Nexen more 

clearly communicate where it wants to be vis-à-vis its peers.

Focus on climate change policy, impacts and risks

Nexen should be transparent about the company’s position on 

climate policy, whether it supports carbon reductions, and the 

company’s actions related to climate policy, both nationally and 

internationally.

While Nexen continues to improve reporting on climate change, 

there are several steps Nexen could take to provide a more accu-

rate picture of this significant issue and what the company is 

doing to manage it. 

Nexen should articulate what regulation to constrain carbon 

means for the company’s long-term business strategy. In light of 

emerging political and regulatory developments, there is urgency 

for the company to clarify its climate change strategy and disclose 

how climate change is integrated into key business decisions. 

specifically, experts/stakeholders were interested in descriptions 

of how climate change is considered and integrated into pre-oper-

ational decision-making versus only downstream mitigation.

Nexen should be more candid about the impacts of its opera-

tions related to climate change, and demonstrate leadership in 

addressing these impacts, with an emphasis on the oil sands. The 

lack of any climate change targets is a key weakness, and setting 

a target would demonstrate accountability.

Nexen should report on emissions generated by its products 

throughout their lifecycle, not just production. Nexen should also 

report on actions the company is taking to reduce consumption 

and emissions from consumer use, and discuss the role public 

policy should play in changing consumer behaviour.

Expand coverage on other environmental issues

Water is a critically important environmental issue, especially 

around the company’s oil sands operations. stakeholders were 

encouraged by Nexen’s new water principles and are looking 

forward to seeing the application of these to its operations in the 

coming year. another critical environmental issue for Nexen is 

biodiversity. We encourage Nexen to demonstrate greater aware-

ness of the intricate ecological links associated with the impacts 

of Nexen’s activities, both locally and globally, and address biodi-

versity issues in greater depth.

Demonstrate performance on Aboriginal relations

Nexen should more clearly define the company’s impacts on 

aboriginal peoples with respect to their traditional lands and 

resources, human health, and cultural traditions and customs, 

and discuss how the company plans to mitigate these impacts. 

Further clarity on Nexen’s performance with regards to aboriginal 

relations activities is required (e.g. employment and procurement, 

education sponsorship), including describing the current context 

and expectations around consultation, and Nexen’s activities 

with aboriginal peoples that go beyond regulatory requirements. 

more information would also be valuable on Nexen’s support for 

affected communities versus national aboriginal organizations. 

In keeping with last year’s recommendation, we encourage Nexen 

to approach aboriginal relations from a rights-based perspective, 

guided by Treaty and Title rights and the uN Declaration on the 

rights of Indigenous peoples.

Provide more fulsome information on human rights

Nexen should provide greater clarity on how human rights are 

managed, protected and promoted through its security arrange-

ments (e.g. clauses in contracts with security providers, training, 

etc.) in all countries where they operate. While Nexen demon-

strates leadership in conducting above ground reviews to assess 

human rights issues, more significant information is required on 

how the results of these reviews are applied to improve Nexen’s 

human rights practices and performance.

conclusion
We thank Nexen for the opportunity to comment on its report 

and appreciate the company’s leadership in the area of sustain-

ability disclosure. our comments are provided to help continually 

improve the company’s reporting practices, and we hope that 

Nexen’s willingness to engage in this external review continues.

Nexen Expert/stakeholder advisory Group

april 15, 2009

response to last year’s  
aDvisory group recommenDations
This year we made partial progress on the group’s recommenda-

tions on our 2007 sustainability report. In some cases, addressing 

the feedback is a long-term effort that unfolds over several years. 

Where we haven’t implemented a recommendation, we explain 

why. Here is our response to the advisory group’s recommenda-

tions from last year:

Set targets and use more benchmarks to compare Nexen’s 

performance to its peers. This year’s report includes quantitative 

targets for 2009 in areas such as community investment, safety 

and environmental spills (see page 3). We will report our progress 

against these targets in next year’s report.
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In some areas, such as climate change and water, we have not 

set targets. However, we are improving our ability to track, report 

and verify air, water and waste data to quantify our impacts and 

identify opportunities for improvement. We recognize the impor-

tance some stakeholders place on targets. We will work towards 

developing operations-level environmental targets where we think 

they will help us manage performance. setting greenhouse gas 

targets poses additional challenges, which are outlined below.

Nexen also sees the value in benchmarking our performance. This 

year’s report includes benchmarking data for safety, shareholder 

return and voluntary turnover. Finding reliable external data is 

sometimes difficult, but we will continue to work with industry asso-

ciations and peer companies to develop meaningful benchmarks.

Annually expand use of the GRI standard and applicable 

performance indicators. Nexen closely monitors external 

reporting guidelines and best practices. This year, we expanded 

our disclosure to achieve a GrI b+ reporting level. Nexen will 

continue to review the GrI Guidelines, including a planned oil 

and gas sector supplement, and apply those guidelines to our 

reporting where they add value.

Include a performance scorecard to summarize the company’s 

performance and progress against goals and targets. This 

year’s report includes a performance summary table on page 3, 

showing a three-year performance trend for nine key indicators. 

Where targets exist, we have reported those. We will continue 

to review the performance scorecard indicators to ensure they 

provide a meaningful measure of our progress.

Take a more strategic approach to disclosure, including 

discussing the intersection between sustainability and 

business strategy. The leaders’ message outlines Nexen’s 

sustainability commitment and the rationale for our approach. It 

also discusses the connection between sustainability and business 

strategy in an economic downturn. To supplement this discus-

sion, this year’s report includes a new section called “Integrating 

sustainability,” which describes the tools and processes we use 

to incorporate sustainability into our business. We also included 

a special feature on the oil sands to provide context around the 

social, environmental and economic factors at play.

Clearly identify Nexen’s material issues and the process used 

to prioritize them. Discuss these issues in greater depth. We 

have provided additional information on water, land and climate 

change — three of our material issues. In response to stakeholder 

feedback, this year’s report includes a special feature on the oil 

sands to reflect the growing global importance of this resource. 

We have not formally assessed and prioritized our material issues 

but will consider formalizing this process for future reports.

Provide more facility-specific data as it becomes available. 

our environmental approvals from regulators spell out the facility-

specific data and reports we are required to provide. These reports 

are publicly available. In alberta, for example, all our environmental 

approvals can be found at www.environment.alberta.ca. our 

reports range from air emissions to wetlands management to 

sulphur handling. We also communicate directly with stakeholders 

such as the balzac community advisory panel, the Hamlet of 

anzac and the regional municipality of Wood buffalo on the local 

and regional impacts of our operations. Given the widespread and 

extensive nature of our operations, we believe direct review with 

the most affected stakeholders is more effective than detailed 

disclosure in our sustainability report. readers looking for specific 

data are welcome to contact Nexen directly.

Expand coverage of stakeholder engagement. This year’s 

report includes a new section on page 13 that summarizes our 

approach to engaging stakeholders. We added new data related to 

public complaints in our canadian oil and Gas division and provide 

examples of our stakeholder engagement approach and outcomes 

at balzac, yemen and long lake. Nexen has reported in detail on 

our stakeholder engagement approach in previous sustainability 

reports, which are available at www.nexeninc.com.

Improve climate change reporting with a stronger statement 

about the impact of Nexen’s operations and articulate a clear 

long-term strategy. Set reduction targets and articulate your 

public policy position related to climate change. Nexen’s 

long-term climate change strategy will be driven by the evolving 

regulatory environment. For instance, we first need to understand 

how carbon capture and storage will be treated in canada, how 

carbon will be priced and what incentives will be provided for 

investments in technology.

In this year’s report we outline what we feel are the main compo-

nents of sound climate change policy. We also provide more 

information about what is required to make carbon capture and 

storage a viable option for Nexen, and how we are engaging on 

the low carbon fuels issue.

Nexen already has regulated greenhouse gas targets in alberta 

and the uK. In other jurisdictions, there is a lack of clarity around 

future regulation. We need clear direction before setting targets 

or making significant investments in new technologies. In the 

past, Nexen has invested shareholders’ dollars to take action on 

climate change but has not received credit from regulators for 

those early efforts.

Quantify end-use emissions from Nexen’s products and 

identify actions to reduce these emissions. We are working 

to develop reliable data on greenhouse gas emissions from the 

production phase of the life cycle of fossil fuels. as an upstream 

producer, Nexen has no direct interface with the end user of fossil 

fuel products so our ability to influence consumer behaviour is 

limited. However, we are active in public policy discussions around 

energy production and use, and we believe consumers, as well 

as energy producers, must be part of a society-wide approach to 

managing climate change.
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Address the long- and short-term context around water, 

strengthen disclosure of water use data and draw linkages 

between water and climate change. We have included new 

information on our water management strategy on page 22, along 

with a discussion of why water is a material issue for Nexen. 

last year’s data review by pricewaterhousecoopers (pwc) helped 

improve our data collection systems and further enhancements 

are planned as part of our new water strategy.

Provide more information about Nexen’s approach to biodi-

versity. We have outlined Nexen’s most recent efforts related 

to integrated land management, biodiversity offsets and mitiga-

tion. We have not yet developed a set of biodiversity indicators, 

although we included new abandonment and reclamation data 

from our canadian oil and Gas division.

Expand human rights reporting to focus on impacts and 

outcomes. measuring human rights performance is a challenge. 

Nexen is monitoring work by both the Global reporting Initiative 

and the Voluntary principles on security and Human rights to 

support improved human rights reporting. In the meantime, we 

have outlined how we manage third-party security providers in 

developing countries.

Report on performance as it relates to Nexen’s new Aboriginal 

policy. Nexen is waiting for direction from provincial governments 

on aboriginal consultation before we roll out a formal aboriginal 

partnerships policy. In the meantime, we continue to be guided 

by Nexen’s draft policy on aboriginal partnerships. We describe 

how we are applying that policy on page 29.

management systems anD auDits
Nexen’s HsE&sr management system is an important tool for 

managing risk, demonstrating due diligence and supporting contin-

uous improvement across the company. This system outlines the 

company’s commitments and minimum requirements in each of 

12 elements:

leadership and commitment• 

regulatory compliance• 

safety and occupational Health management• 

social responsibility• 

Environmental management• 

supply chain management• 

Documentation and procedure management• 

Training and awareness• 

process safety management• 

Emergency preparedness• 

Event reporting, Investigation and Follow-up• 

continuous Improvement• 

assessing our management systems
Nexen’s HsE&sr management system is regularly assessed by 

external auditors. The most recent assessment was completed 

in 2008 by pwc. This high-level assessment looked at how 

well HsE&sr systems are applied and understood across the 

company. pwc concluded that Nexen’s HsE&sr management 

systems are, in general, effectively aligned with the company’s 

business objectives and that there is strong company-wide 

commitment to HsE&sr principles. pwc identified a number of 

areas for improvement, including the need to better define social 

responsibility at the operational level and the need to develop a 

process to determine when HsE&sr programs and procedures 

should be standardized across the company.

The pwc report was presented to the HsE&sr committee of the 

board and progress against the auditors’ 21 recommendations is 

reported to the board quarterly.

Nexen also conducts internal management system audits of our 

operating divisions every three to five years to verify compliance 

with the corporate management system and standards, assess 

the effectiveness of our systems and identify areas for improve-

ment. We conducted two such audits in 2008 — one at long lake 

and one of our u.s. division. The audit teams provided a list of 

recommendations as well as recognition for areas of best practice. 

progress against the recommendations is reported quarterly to 

the HsE&sr committee of the board.

We plan to conduct up to three divisional audits in 2009 and  

also plan to introduce a process safety management baseline 

audit program.

associations anD programs
To supplement our auditing and review processes, Nexen also 

participates in a number of industry associations and multi-sector 

initiatives. These groups help us understand and contribute to 

industry best practices.

canadian boreal Initiative• 

 canadian association of petroleum producers  • 

stewardship Initiative

carbon Disclosure project• 

Dow Jones sustainability Index• 

Imagine canada• 

International association of oil & Gas producers• 

 International petroleum Industry Environmental  • 

conservation association

Jantzi social Index• 

oil & Gas uK• 

responsible care• 

united Nations Global compact• 

World petroleum council• 
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to tHe BoarD of  Directors anD  
management of  nexen inc.  ( “nexen”)
We have reviewed selected quantitative performance indicators 

presented in Nexen’s sustainability report (the “report”) for the 

year ended December 31, 2008. We did not review all informa-

tion included in the report. Nexen management is responsible 

for collection and presentation of the indicators and information 

set out in the report. a review does not constitute an audit and, 

consequently, we do not express an audit opinion on the selected  

quantitative performance indicators.

scope
We reviewed the following consolidated 2008 quantitative perfor-

mance indicators set out in the report:

co•  2-equivalent emissions

production carbon intensity• 

fresh water diverted under provincial licence (canada only)• 

 number of reportable environmental incidents  • 

(spills and exceedances)

employee total recordable injury frequency• 

contractor total recordable injury frequency• 

percentage of yemeni national employees• 

employee engagement score• 

voluntary turnover rate• 

community investment• 

 number of designated employees and contractors  • 

who have completed annual statement of compliance

 active workforce attending improper payments workshop• 

active workforce attending integrity training• 

alleged integrity incidents raised.• 

The selected quantitative performance indicators were chosen 

by Nexen primarily on the basis of perceived external stake-

holder interest. We did not review the narrative sections of the 

report, except where they incorporated the selected quantitative 

performance indicators. The report contains a statement from 

the Expert/stakeholder advisory Group describing the results of 

their evaluation; this evaluation was conducted separately and 

independently from our review.

methodology
We conducted our review in accordance with the International 

standard on assurance Engagements (IsaE) 3000 developed by 

the International Federation of accountants. as such, we planned 

and performed our work in order to provide limited assurance with 

respect to the selected quantitative performance indicators that we 

reviewed. our review criteria were based on the Global reporting 

Initiative sustainability reporting Guidelines, relevant regulations, 

Nexen management definitions and accepted industry standards. 

our procedures included obtaining and evaluating evidence related 

to the selected quantitative performance indicators. our process 

is further described in the sidebar on this page.

conclusion
based on our review, nothing has come to our attention that 

causes us to believe that the selected quantitative performance 

indicators listed above are not, in all material respects, reported 

in accordance with the relevant criteria.

pricewaterhousecoopers llp 

calgary, alberta, canada 

may 8, 2009

Description of  our review metHoDology
nexen Inc. asked us to review management’s assertions 

regarding the company’s sustainability performance 

and to provide a report setting out our conclusion. Our 

review team comprised individuals with backgrounds 

and experience in environment, health and safety, social, 

economic and financial assurance.

During our review, we obtained, examined, and evalu-

ated evidence using a variety of procedures, including:

 interviewing relevant nexen management and staff • 

responsible for data collection and reporting

 obtaining an understanding of the management • 

systems, processes and the relevant controls used to 

generate, aggregate and report the data at nexen’s 

regional operations and head office

 examining relevant documents and records on a  • 

sample basis

 testing and re-calculating quantitative information • 

related to the selected performance indicators on a 

sample basis

 assessing the information for consistency with our • 

knowledge of nexen’s operations, including comparing 

the company’s assertions to publicly available third-

party information.

We carried out our review work at nexen’s offices in 

calgary, canada; Fort McMurray, canada; and lafayette, 

USa. We did not visit all of nexen’s international loca-

tions. Information relating to these operations was 

collected and reviewed at the calgary head office.

INDEpENDENT rEVIEWEr’s rEporT
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2008  awarDs anD recognition
nexen was recognized by a number of external organiza-

tions in 2008 for our sustainability efforts. These external 

rankings help nexen understand how we perform against 

our peers and identify opportunities for improvement.

nexen’s 2008 awards and recognition include:

Dow Jones Sustainability World Index• 

Jantzi Social Index• 

 Global 100 list for Sustainability by •  Corporate Knights 

magazine and Innovest Strategic Value advisors

 10 out of 10 rating for corporate governance from • 

Gover nanceMetrics International

 •  The Sunday Times 100 best companies to Work For  

(United Kingdom)

 canada’s best 50 corporate citizens by •  Corporate Knights 

magazine

 chartered accountants of canada 2008 award of • 

excellence in corporate reporting for the oil and gas sector

 aTb/•  Oilweek Magazine award for sustainability reporting

 conference board of canada’s 2008 climate Disclosure • 

leaders Index

 Fort McMurray chamber of commerce environmental • 

leadership award for the long lake Project

glossary
Barrels of oil equivalent (boe) – a boe is derived by converting 

six thousand cubic feet of gas to one barrel of oil (6 mcf/bbl). mboe 

is a thousand boe and mmboe is a million boe.

Bitumen – a highly viscous, tarry, black hydrocarbon composed 

of carbon, hydrogen, sulphur and nitrogen.

Carbon capture and storage (CCS) – capturing large volumes 

of co2 at the source (e.g., industrial facility) and safely storing it 

underground in geological formations.

Carbon dioxide equivalent (CO2e) – measure used to compare 

emissions from greenhouse gases based on their global warming 

potential (GWp). For example, the GWp for methane is 21 times 

greater than that for co2.

Coalbed methane (CBM) – Natural gas deposits adsorbed onto 

the surface of coal; extracted by easing pressure in the formation 

by dewatering or fracturing.

Environmental incident/exceedance – Events detrimental  

to the environment, such as oil and water spills, unauthorized 

emissions and unapproved cutting of forested areas. The threshold 

for reporting an incident or exceedance to a regulator varies  

by jurisdiction.

Gasification – a key process at long lake in which asphaltenes 

are converted to synthetic gas for use as fuel (as an alternative 

to natural gas) and hydrogen.

Greenhouse gases (GHGs) – Gaseous components of the atmo-

sphere that contribute to the greenhouse effect. GHGs enter the 

atmosphere by natural and man-made processes. common GHGs 

include water vapour, carbon dioxide, nitrous oxide, methane, 

hydrofluorocarbons, perfluorocarbons and sulphur hexafluoride.

HSE&SR – a Nexen-wide approach supporting enhanced occu-

pational health, safety, environmental and social responsibility 

(HsE&sr) performance.

Lost-time injury rate – a measure of safety performance calcu-

lated as the number of incidents that caused an employee to lose 

time from work, multiplied by 200,000, and then is divided by the 

total number of hours worked.

Oil sands (a.k.a. tar sands) – sand deposits containing a heavy 

hydrocarbon (bitumen) in the pore space of sands and fine- 

grained particles.

Premium synthetic crude (PSCTM) oil – The light-sweet crude oil 

produced at long lake. It has a specific gravity of 39° apI.

Produced water – Water extracted from a petroleum formation 

along with other oil and gas production fluids.

Responsible Care – a global voluntary initiative to improve safety 

and environmental management of chemicals throughout their life 

cycle, which we have adapted for the oil and gas industry.

Shale gas – shale gas is natural gas contained within shale 

sequences. most gas shales have very low permeability and may 

require fracture stimulation to achieve economic recovery.

Steam-assisted gravity drainage (SAGD) – an in situ bitumen 

extraction technology. It involves drilling two parallel horizontal 

wells and injecting steam into the shallower well, where it heats the 

bitumen that then flows by gravity to the deeper producing well.

Synthetic gas – Fuel artificially made as opposed to natural gas, 

which is found in nature. at long lake, asphaltenes are converted 

into synthetic gas for use in steam generation and as a hydrogen 

source for the upgrader.

Total recordable injury frequency (TRIF) – a common standard  

for benchmarking safety performance. TrIF is calculated as the 

number of fatalities, lost-time injuries, medical treatment cases, 

and modified work cases multiplied by 200,000, and then is 

divided by the number of hours worked.
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This report has been prepared using the Global reporting Initiative’s (GrI) G3 sustainability reporting Guidelines. We self-

declare this report as achieving application level b+. For more information on the GrI, please visit www.globalreporting.org.

Category
GRI 
Indicator Description

Document/ 
Location Page #

Strategy & analysis 1.1 ceO statement SR 4–5

1.2 Key impacts, risks and opportunities SR 3, 5, 8–9

Organizational Profile 2.1 company name SR 1

2.2 Primary brands, products, and/or services SR 6

2.3 Operational structure SR 6–7, 11

2.4 location of headquarters SR 48

2.5 countries where nexen operates SR 7

2.6 nature of ownership and legal form SR 1

2.7 nature of markets served 10-K 22–26

2.8 Scale of the company SR 6, 35

2.9 Significant changes during reporting period SR 6, 38

2.10 awards received SR 49

Report Parameters 3.1 Reporting period SR 42

3.2 Date of most recent previous report SR 42

3.3 Reporting cycle SR 42

3.4 contact point for questions SR 52

3.5 Process for defining report content SR 42

3.6 boundary of report SR 42

3.7 limitations on report scope or boundary SR 43–47

3.8 basis for reporting on non-wholly owned operations SR 42

3.9
Techniques for data measurement, calculations  
and estimates SR

13, 15, 21–23, 
37–40, 49

3.10 explanation of information restatements SR 22

3.11 Significant changes in measurement SR na

3.12 list of GRI indicators addressed SR 50–51

3.13 Policy and current practice on external assurance of report SR 43–46, 48

Governance, commitments  
& engagement 4.1 Governance structure, including major board committees SR 11

MPc 27–38

4.2 Independence of board chair SR 11

4.3 Independent, non-executive directors on board SR 11

4.4 Mechanisms for shareholder and employee participation MPc 4–5

4.5
link between compensation and nexen’s performance  
(including social and environmental performance) MPc 41–43, 59–60

4.6 Processes for the board to avoid conflicts of interest MPc 73

4.7

Process for determining qualifications and  
expertise of board members for guiding nexen’s 
sustainability strategy MPc 19

4.8
Mission and values statements, internally developed  
codes of conduct or principles and policies SR 22, 29, 47

4.9 board procedures for sustainability management MPc 36–37

SR 11

4.10
Processes for evaluating board performance, including  
on economic, environmental, and social performance MPc 77

4.11 application of the precautionary principle SR 1 10, 16–17, 19–20, 30

4.12
externally developed economic, environmental, and  
social principles or other initiatives endorsed by nexen SR 10, 17, 30

GrI coNTENT INDEx
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Category
GRI 
Indicator Description

Document/ 
Location Page #

4.13 association memberships SR 47

4.14 Stakeholder groups engaged SR
9, 13, 24–25, 
27–33, 40–41

4.15
basis for identification and selection of stakeholders  
with whom to engage SR 13

4.16 approaches to stakeholder engagement SR 13, 28–29, 40–41

4.17
Key topics raised through stakeholder engagement,  
and response SR

9, 28–29, 41, 
44–46

economic Disclosure on management approach 10-K 2

ec1 Direct economic value generated and distributed SR, Web 31, 37–40

ec2
Financial implications and other risks and opportunities  
due to climate change 10-K 27, 34–35

ec3 coverage of defined benefit plan obligations 10-K 106

ec6
Policy, practices, and proportion of spending on locally 
based suppliers at significant locations of operation SR 40–41

environmental Disclosure on management approach Web

en3 Direct energy consumption by primary energy source Web

en8 Total water withdrawal by source SR 22–23

en13 Habitats protected or restored SR 25

en14
Strategies, current actions, and future plans for  
managing biodiversity impacts SR 24–25

en16 Total direct and indirect greenhouse gas emissions SR 3, 19, 21

en18 Initiatives to reduce greenhouse gas emissions SR 9, 19–21

en20 nO, SO, and other significant emissions Web

en23 number and volume of significant spills SR 23–24

en28 environmental non-compliance and fines Web

en30 environmental protection expenditures 10-K 27–28

Social Disclosure on management approach Web

la1 Workforce profile SR, Web 35

la2 employee turnover SR 34

la4 employees covered by collective bargaining agreements SR 35

la7 Standard injury and lost day rates and fatalities SR 2, 3, 15

la13 Diversity Web

HR4 Incidents of discrimination SR 2 12

SO3 employees trained in anti-corruption SR 12

SO5 Participation in public policy development SR 31

SO6 Political contributions SR 31

Product Responsibility PR1 Health and safety impacts of products and services SR 17

1 Nexen has not formally adopted the precautionary approach as outlined in the Rio Principles; however, we have several management tools that enable us to identify 
and prevent or mitigate environmental impacts. Our wind power investments and CO2 mitigation efforts are also consistent with the precautionary approach.

2 In 2008, a former Nexen employee commenced legal proceedings alleging discrimination during employment. Nexen believes the allegations are without 
foundation and is presenting a legal defence.

10-K  Form 10-K
MPC Management Proxy Circular
NA  not applicable
SR  Sustainability Report
Web   www.nexeninc.com/sustainability
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Forward-looking Statements. certain statements in this 

report constitute “forward-looking statements” (within the 

meaning of the united states private securities litigation 

reform act of 1995), or “forward-looking information” 

(within the meaning of applicable canadian securities 

legislation). such statements or information (together 

“forward-looking statements”) are generally identifiable 

by the forward-looking terminology used such as “antici-

pate”, “believe”, “intend”, “plan”, “expect”, “estimate”, 

“budget”, “outlook”, “forecast” or other similar words and 

include statements relating to or associated with individual 

wells, regions or projects. any statements as to possible 

future capital expenditures, development plans or capacity 

expansions, expected operating costs, future expenditures 

and future allowances relating to environmental matters and 

dates by which certain areas will be developed or will come 

on stream, and changes in any of the foregoing are forward-

looking statements. statements relating to “reserves” or 

“resources” are forward-looking statements, as they involve 

the implied assessment, based on estimates and assump-

tions that the reserves and resources described exist in 

the quantities predicted or estimated, and can be profitably 

produced in the future. The forward-looking statements 

are subject to known and unknown risks and uncertainties 

and other factors which may cause actual results, levels of 

activity and achievements to differ materially from those 

expressed or implied by such statements. 

although we believe that the expectations conveyed by 

the forward-looking statements are reasonable based on 

information available to us on the date such forward-looking 

statements were made, no assurances can be given as to 

future results, levels of activity and achievements. undue 

reliance should not be placed on the statements contained 

herein, which are made as of the date hereof and, except as 

required by law, Nexen undertakes no obligation to update 

publicly or revise any forward-looking statements, whether 

as a result of new information, future events or otherwise. 

The forward-looking statements contained herein are 

expressly qualified by this cautionary statement. readers 

should also refer to Items 1a and 7a, and the note regarding 

forward looking statements on pages 78 and 79 in our 2008 

annual report on Form 10-K for a full discussion of the risks 

and uncertainties associated with our business.

Reserves Disclosures. Nexen is required to disclose oil 

and gas activities in accordance with canadian securities 

requirements, however, Nexen has received certain exemp-

tions allowing it to follow states securities and Exchange 

commission (sEc) disclosure requirements. as a result, 

disclosures of oil and gas activities herein may differ from 

those of other canadian companies. please refer to the 

‘special Note to canadian Investors’ in Item 7a on page 79 

of our 2008 annual report on Form 10-K for a summary of 

the exemptions granted and the major differences between 

sEc and canadian requirements.

Tell us what you think We welcome feedback  
on our sustainability report and performance.  
Please send questions or comments to:

Manager, Sustainability Reporting & assurance
nexen Inc.
801 – 7th avenue SW
calgary, alberta
canada T2P 3P7

Or email us at sustainability@nexeninc.com

You can find additional information about nexen  
at our company website: www.nexeninc.com.



The paper selection preserves 33 trees  
for the future, saves 13,865 gallons 
of wastewater flow, and conserves 
23,120,000 BTUs energy. 
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