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We believe
operating in a
responsible manner
IS key to
Advant age
success.
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MESSAGE TO STAKEHOLDERS

| am pleased to present our first Sustainability Report to our
stakeholders. Advantage has been focused on business
sustainability since inception in 2001, with our views and focus
on sustainability evolving over the last 18 years.

Advantage is a long-term company in the business of creating
value for all of our stakeholders. Only a sustainable business
can achieve such a goal through multiple commodity price
cycles in an increasingly challenging business environment as
oil and gas exploration and production. Oil and gas
development is based on strong collaboration with stakeholders
and provides significant benefits to our communities, vendors
with which we maintain valued business partnerships, our
employees, municipalities, provinces and Canada in general.

Sustainability for Advantage includes delivering attractive long-

term returns for our shareholders in a financially disciplined
manner, operating responsibly within our communities and valuing their engagement, ensuring

the health, safety and welfare of all our staff and supporting their personal development,
treating the environment with the upmost of respect, and minimizing our impact for future
generations. Operating a sustainable business
success.

As the significant challenges of our industry continue, sustainability is more important than ever
and is fundamental to the successful execution of our business strategy. We wish to thank our
stakeholders, staff and the Board of Directors for their support as we continue to develop our
sustainable business into the next decade.

Andy Mah
President and Chief Executive Officer
October 5, 2018
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COMMODITY MARKET OUTLOOK

Advant age 0 sareofgesedaomn theadavelopment, production and sales of natural gas
and liquids from our Montney assets in northwest Alberta. Natural gas is the cleanest burning
fossil fuel and is expected to have an ever increasingly significant role in the global energy
supply mix. An understanding of future North American and global demand for natural gas is
critical to understanding thelong-t er m sustainability of Adva

Global Outlook for Natural Gas

Bet ween now and 2035, t he woagrowfdomds cyrrenplevel af7.6
billion people to roughly 9 billion with the majority of that growth concentrated in some of the
poorest regions of the world that are striving to industrialize and lift their populations out of
poverty. History has shown that as developing economies industrialize, their energy
consumption grows rapidly with success dependent on access to abundant, reliable and
affordable energy. For the foreseeable future this means such industrialization will likely be
primarily supported by fossil fuels.

Globally, the power
generation sector is the
largest consumer of primary
energy, with f ossi |
share of this sector
increasing between 1998

loss in market share is
attributable to the
intermittent  nature  of
renewable energy sources
rendering them unable to
offset declines in baseload
nuclear energy. This has
directly led to significant growth in demand for natural gas. In 2017, global demand for natural
gas increased 3% led by China where it grew more than 15% year-over-year as that country
attempts transition away from coal.
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With the anticipated gr owt his éxpectddhoebe praglonmindnflys p o p
concentrated in the developing economies, expectations are that energy demand will grow by

30% or more over the next 20 years. Most forecasters expect fossil fuels to continue to make

up 80% of the global energy supply over this period, however, crude oil and coal are anticipated

to decline as a percentage of the total, with natural gas increasing to eventually provide 25%

of the worlddés entire energy supply. Ongoing ¢
renewables and as such they are forecasted to eventually make up 10% of the global energy

supply mix, however, their use is expected to be heavily concentrated in the more developed

and wealthier economies of the world.

North American Outlook for Natural Gas

Over the past fifteen years, North America has experienced the fshale gas revolutiondas the
development of new technologies such as horizontal drilling, hydraulic fracturing and innovative
well completion techniques has opened up access to vast amounts of natural gas reserves that
were once considered inaccessible. Over this period, North America has seen a dramatic
increase in natural gas supply at a pace exceeding demand growth as the U.S. has gone from
being a net importer of natural gas to near self-sufficiency with a corresponding drop in natural
gas imports from Canada. The shale revolution has caused downward pressure on natural gas
prices, however, the application of these new technologies has also driven down the cost for
drilling, developing and producing these resources, softening the economic impact to the
natural gas industry.

Despite the significant growth and current overhang in North American natural gas supply that
have occurred over the past couple of years, we believe that the North American natural gas
market is on the cusp of entering into a long-term period of unprecedented demand growth.
This expected demand growth is attributable to accelerated retirements of coal-fired power
generation facilities, increased demand for natural gas for petrochemical production and the
oilsands and increased natural gas exports to Mexico and the rest of the world via both
pipelinesand | i quef i ed rNHGoyTha size gfdhe regodirce in North America is
enormous and not all the gas will be developed as the reserve quality and supply costs vary
between basins, but the tightening of
supply-demand fundamentals is =
expected to provide sufficient ¢ Lo 200 e
underlying price support to ensure

that the best operators in the best
basins will continue to be able to : o
economically develop their resource ] .
at attractive levels of return. & i 40 , B

! 400m |
|

Interval

The Montney is one of the most
prolific and attractive natural gas
basins in North America with the size
and reservoir characteristics that are
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comparable to the Marcellus; the fastest growing basin in the U.S. Advantage is a highly
focused producer with a portfolio of high quality assets entirely concentrated in the Montney
Basin. This concentration has allowed us to implement strategies yielding one of the lowest
cost structure in the industry; both in terms of capital efficiency and operating costs. Our low
cost structure is evidenced by our 100% ownership of the Glacier gas plant, a modern, 400
mmcf/d plant capable of processing all of our production, resulting in significant reductions in
processing and operating expenses. Furthermore, the quality of the Montney asset has
provided us with an inventory of over 1,200 further drilling locations that can be developed and
brought on stream at capital efficiency rates that are top quartile in the industry. This inventory
will enable Advantage to use equity production to maintain high throughput levels at the Glacier
gas plant for many more years.

Advantage is excited about the opportunities for natural gas and its ever increasingly significant
role in the global energy supply picture. Our high-quality asset base and low-cost structure
means that we have a sustainable business model that will allow us to be an active, long term
participant in this growing industry for the foreseeable future.

SOCIAL AND ECONOMIC

Indigenous and Stakeholder Engagement

Adv ant apgrators are located on a broad range of lands with varying degrees of
sensitivities and stakeholder involvement. Advantage is cognizant of the impacts our
operations may have on our stakeholders and conducts consultations on a project-by-project
basis. At all times, Advantage practices transparent and respectful engagement with all
stakeholders. As part of our consultation efforts, Advantage hosts community outreach events
to communicate our development plans and receives direct feedback from local stakeholders.

Advantage recognizes that First Nations and Metis people have unique interests and rights in

certain areas where we operate. I n conjunction with Al bertaods
Policy, Advantage consults with Indigenous communities as part of our regular consultation
protocol.

Advantage is committed to being a good neighbor in the communities where we operate. Our

staff work with members of the communities in which we operate to build sustainable
relationships based on the principles set out in Advantageds public
Health, Safety and the Environment policy, and our Corporate Governance policies.
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Employee Engagement and Development

Advantage believes that continuous
support and development of our staff is
crucial for our ongoing growth and
success. Employees are provided with,
and encouraged to seek, educational
and developmental opportunities to
enhance their knowledge and skill-
base and to foster innovation. Our lean
workforce allows employees the
opportunity to be exposed to multiple
disciplines and duties, providing staff
with the ability to explore and receive
mentorship in various areas.

People 2017 2016 2015
Employees (number) 29 27 26
Contractors (hnumber) 41 43 44
Total Staff (number) 70 70 70

Community Support

Advantage believes in giving back to the
commun?ties that we operagte ig and where our 2014 to 2017
employees live. We recognize the long-term
benefits that healthy communities have not only on
our operations, but also on the economy and
society as a whole.

We concentrate our Community Support program
on three core areas of giving that we believe have
the greatest impact on the wellbeing of the
communities that we work and operate in, including
Grande Prairie, Gundy, Valhalla, Wembley and
Calgary. These three core areas of giving are Family & Community
Family and Community, Education, and Health and 62%
Wellness. To ensure that our giving has the greatest
impact possible, we concentrate on and target our
giving towards charities and organizations that have
a proven track record of providing positive long-
term benefits to those who they assist.
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Employment and Local Businesses

Advantage recognizes the positive impact that investment can have on local entrepreneurs and

2013 2014 2015 2016

Equivalent Full Time Jobs Created

41 803
635
I 495 499

2017

small businesses. Whenever possible,
Advantage uses local suppliers and
businesses to fulfil our capital and
operational requirements. Currently,
the majority of the services we contract
and products we procure are provided
by companies located in Grande
Prairie, Dawson Creek, and Calgary.

Over 80% of our field operation workers
in the greater Glacier Area reside
locally within the Grande Prairie and

Dawson Creek communities. Advantage estimates that our capital and operating activities over
the past 5 years have generated an average of 650 full time jobs per year.

Corporate Governance

Ethical, responsible and transparent
conduct is integral to all aspects of
Advant ageods daNehave o
established policies and practices
focused on ensuring all employees and
contractors  continuously act in
accordance with our high level of
standards, which policies include, but
are not limited to, our Code of Business
Conduct, Whistleblower Policy, Alcohol
and Drug Policy and Diversity Policy.
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All employees and contractors are aware of and are required to comply with each policy.

Advantage annually requires all

employees and consultants to acknowledge their

understanding of our Code of Business Conduct and Whistleblower Policy, which can be found
through our website at: http://www.advantageog.com/about-us/corporate-responsibility

Our Board of Directors has developed mandates for each of the Committees of the Board which
detail the composition, duties and responsibilities of the Committees, as well as position
descriptions for the Chair of each of the Committees. Advantage annually provides full
disclosure of our corporate governance in our management information circular. The mandates
for each of the Committees of the Board, position description for the Chairman of the Board,
and our annual management information circulars can be found through our website at:
http://www.advantageog.com/about-us/corporate-responsibility
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ENVIRONMENT

Land Development

and

Advant ageods current
operations are located west of Grande Prairie in
Northwestern Alberta. The remote location,
concentration, and contiguous nature of our
operations serve to minimize our impact to the
land, environment and local communities. The
safeguarding of lands is an integral part of
Advant age ©grobeetieuseosninimize
potential impacts on the environment that may
occur during our activities. All of our operations
adhere to required stringent environmental and
operational regulations.

Advantage recognizes our responsibility to minimize surface lease and road access
disturbances in the areas in which we operate. Advantage generally drills wells from multi-well
pads employing pad drilling techniques, thereby significantly reducing the amount of surface
land disturbed by our operations as compared to traditional drilling methods where
disturbances can be extended over a larger area. In some instances, existing leases may be
used or expanded to avoid creating a new disturbance. Multi-well pads also reduce the number

of pipelines and the quantity of
surface equipment required. The
efficiency and success of this
approach is clearly demonstrated
by our 2017 Glacier development
program whereby only two multi-
well pad sites were required with
no additional pipelines.

Advantage owns and operates a
single natural gas plant capable of
processing all of our current
production from the greater
Glacier Area. Where possible, we
strive to minimize proliferation of
plants and other facilities in order
to reduce disturbances to the land
and environment.
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