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DEFINITIONS

In this annual information form, capitalized terms have the following meanings:

"2019 Notes" means the $450 million aggregate principal amount of 7% percent senior unsecured notes of
the Company that were formerly outstanding and due in 2019;

"2023 Notes" means the US$450 million aggregate principal amount of 6% percent senior unsecured notes
of the Company that were formerly outstanding and due in 2023;

"Apache Canada" means Apache Canada Ltd.;

"Cavalier Energy" means Paramount’s wholly-owned subsidiary, Cavalier Energy Inc. and, unless
otherwise specified or the context otherwise requires, its subsidiaries and partnerships;

"Cavalier Royalty" means a royalty that was sold by Cavalier Energy to an unrelated third-party on its oil
sands properties in December 2016;

"COGE Handbook" means the Canadian Oil and Gas Evaluation Handbook;

"Common Shares" means class A common shares in the capital of the Company;

"Credit Facility" means Paramount’s senior secured, financial covenant-based revolving bank credit facility;
"Fox Drilling" means Paramount’s wholly-owned limited partnership, Fox Drilling Limited Partnership;
"IFRS" means International Financial Reporting Standards;

"McDaniel" means McDaniel & Associates Consultants Ltd.;

"McDaniel Report" means the report of McDaniel on Paramount’s oil and gas reserves effective as of
December 31, 2018 and dated and prepared as of March 6, 2019;

"Paramount” or the "Company" means Paramount Resources Ltd. and, unless otherwise specified or the
context otherwise requires, its subsidiaries and partnerships;

"Seven Generations" means Seven Generations Energy Ltd.;

"Seven Generations Shares" means class A common shares in the capital of Seven Generations;
"Strath" means Strath Resources Ltd.;

"Trilogy" means Trilogy Energy Corp.;

"Trilogy 2019 Notes" means the $300 million principal amount of 7% percent senior unsecured notes of
Trilogy that were formerly outstanding and due in 2019; and

"TSX" means the Toronto Stock Exchange.

Information herein is presented as at December 31, 2018, unless otherwise noted.
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OIL AND NATURAL GAS MEASURES, ABBREVIATIONS AND TERMS

Oil and natural gas measures, abbreviations and terms used in this annual information form have the
meanings set forth below.

Liquids Natural Gas
Bbl barrels Mcf thousands of cubic feet
Bbl/d barrels per day MMcf millions of cubic feet
MBblI thousands of barrels MMcf/d millions of cubic feet per day
MMBDbI millions of barrels Bcf billions of cubic feet
Btu British thermal units
MMBtu millions of British thermal units
GJ gigajoule
Oil and Gas Equivalent
Boe barrels of oil equivalent
Boe/d barrels of oil equivalent per day
MBoe thousands of barrels of oil equivalent
MMBoe millions of barrels of oil equivalent
Mcfe thousands of cubic feet of natural gas equivalent

"Liquids" means oil and NGLs.
"Gross" means:
(i) in relation to wells, the total number of wells in which Paramount has an interest;
(ii) in relation to properties, the total area of properties in which Paramount has an interest; and

(iii) in relation to Paramount’s interest in production or reserves, Paramount’'s working interest
share before deduction of any royalties and without including Paramount’s royalty interests.

"Net" means:

(i) in relation to wells, the number of wells obtained by aggregating Paramount’s working interest
in each of its gross wells;

(i) in relation to Paramount’s interest in a property, the total area in which Paramount has an
interest multiplied by the working interest it owns; and

(iii) in relation to Paramount’s interest in production or reserves, Paramount’s working interest
share after deduction of royalty obligations, plus Paramount’s royalty interests.

“‘NGLs" means natural gas liquids, including pentanes-plus (or condensate) (C5*), ethane (C2), propane
(C3) and butane (C4).

All crude oil and natural gas information includes tight oil and shale gas, respectively, unless such product
type is presented on a separate basis.
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A ratio of six thousand cubic feet of natural gas to one barrel (6:1) is used when converting natural gas to
Boe and a ratio of one barrel to six thousand cubic feet of natural gas (1:6) is used when converting NGLs
to Mcfe. Equivalency measures such as Boe and Mcfe may be misleading, particularly if used in isolation.
A conversion ratio of 6:1 for Boe or 1:6 for Mcfe is based on an energy equivalency conversion method
primarily applicable at the burner tip and does not represent a value equivalency at the wellhead. During
the year ended December 31, 2018, the value ratio between six thousand cubic feet of natural gas and one
barrel of crude oil was approximately 47:1. This value ratio is significantly different from the energy
equivalency ratio of 6:1 for Boe and using such a ratio would be misleading as an indication of value.

RESERVES CATEGORIES AND DEFINITIONS

Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to
be recoverable from known accumulations, from a given date forward, based on: (i) analysis of drilling,
geological, geophysical and engineering data; (ii) use of established technology; and (iii) specified
economic conditions, which are generally accepted as being reasonable. The following definitions and
assumptions form the basis of classification for reserves presented in the McDaniel Report:

Reserves are classified according to the degree of certainty associated with the estimates:

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

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

Each of the reserves categories (proved and probable) may be divided into developed and undeveloped
categories:

Developed Reserves are those reserves that are expected to be recovered from existing
wells and installed facilities or, if facilities have not been installed, that would involve a low
expenditure (for example, when compared to the cost of drilling a well) to put the reserves
on production. The developed category may be subdivided into producing and non-
producing as follows:

Developed Producing Reserves are those reserves that are expected to
be recovered from completion intervals open at the time of the estimate.
These reserves may be currently producing or, if shut-in, they must have
previously been on production, and the date of resumption of production
must be known with reasonable certainty.

Developed Non-producing Reserves are those reserves that either
have not been on production, or have previously been on production, but
are shut-in, and the date of resumption of production is unknown.
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Undeveloped Reserves are those reserves expected to be recovered from known
accumulations where a significant expenditure (for example, when compared to the cost of
drilling a well) is required to render them capable of production. They must fully meet the
requirements of the reserves classification (proved or probable) to which they are assigned.

In multi-well pools it may be appropriate to allocate total pool reserves between the developed and
undeveloped categories or to subdivide the developed reserves for the pool between developed producing
and developed non-producing. This allocation should be based on the estimator's assessment as to the
reserves that will be recovered from specific wells, facilities and completion intervals in the pool and their
respective development and production status.

The qualitative certainty levels referred to in the definitions above are applicable to individual reserves
entities (which refers to the lowest level at which reserves calculations are performed) and to reported
reserves (which refers to the highest level sum of individual entity estimates for which reserves are
presented). Reported reserves should target the following levels of certainty under a specific set of
economic conditions: (i) at least a 90 per cent probability that the quantities actually recovered will equal or
exceed the estimated proved reserves; and (ii) at least a 50 per cent probability that the quantities actually
recovered will equal or exceed the sum of the estimated proved plus probable reserves.

A quantitative measure of the certainty levels pertaining to estimates prepared for the various reserves
categories is desirable to provide a clearer understanding of the associated risks and uncertainties.
However, the majority of reserves estimates will be prepared using deterministic methods that do not
provide a mathematically derived quantitative measure of probability. In principle, there should be no
difference between estimates prepared using probabilistic or deterministic methods.

Additional clarification of certainty levels associated with reserves estimates and the effect of aggregation
is provided in the COGE Handbook.

FINANCIAL INFORMATION AND NON-GAAP MEASURES

Unless otherwise specified, all dollar amounts are expressed in Canadian dollars and all references to
"dollars" or "$" are to Canadian dollars and all references to "US$" are to United States dollars.

Unless otherwise indicated, all financial information included in this annual information form has been
prepared in accordance with IFRS. Paramount’s audited consolidated financial statements as at and for
the year ended December 31, 2018 can be found under the Company’s profile on the SEDAR website at
www.sedar.com.

In this document, the terms "adjusted funds flow" and "netback" (collectively, the "Non-GAAP measures")
are used and do not have any standardized meanings as prescribed by IFRS. Adjusted funds flow refers
to cash from operating activities before net changes in operating non-cash working capital, geological and
geophysical expenses, asset retirement obligation settlements and transaction and reorganization costs.
Adjusted funds flow is commonly used in the oil and gas industry to assist management and investors in
measuring the Company’s ability to fund capital programs and meet financial obligations. Netback equals
petroleum and natural gas sales less royalties, operating costs and transportation and NGLs processing
costs. Netback is commonly used by management and investors to compare the results of the Company’s
oil and gas operations between periods. Non-GAAP measures should not be considered in isolation or
construed as alternatives to their most directly comparable measure calculated in accordance with IFRS,
or other measures of financial performance calculated in accordance with IFRS. The Non-GAAP measures
are unlikely to be comparable to similar measures presented by other issuers.
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NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this document constitute forward-looking information under applicable securities
legislation. Forward-looking information typically contains statements with words such as "anticipate",

"believe", "estimate”, "will", "expect", "plan”, "schedule", "intend", "propose", or similar words suggesting
future outcomes or an outlook. Forward looking information in this document includes, but is not limited to:

=  exploration, development and associated
operational plans and strategies;

= estimated reserves and the undiscounted and
discounted present value of future net revenues
therefrom;

= future taxes payable or owing;

= the potential outcome and timing of any legal
claims, audits, assessments or other regulatory
matters or proceedings;

the potential expiry of leases;

the timing and cost of future abandonment and
reclamation obligations;

the potential for the imposition of additional
regulatory requirements respecting abandonment
and reclamation obligations;

the expected availability and capacity of facilities;
and

general business strategies and objectives.

Such forward-looking information is based on a number of assumptions which may prove to be incorrect.
Assumptions have been made with respect to the following matters, in addition to any other assumptions

identified in this document:

= future natural gas, NGLs (including
condensate), oil, and bitumen prices;

= royalty rates, taxes and capital, operating,
general & administrative and other costs;

= foreign currency exchange rates and interest
rates;

= general business, economic and market
conditions;

= the availability of Paramount to obtain the
required capital to finance its exploration,
development and other operations and meet
its commitments and financial obligations;

= the ability of Paramount to obtain equipment,
services, supplies and personnel in a timely
manner and at an acceptable cost to carry out
its activities;

= the ability of Paramount to secure adequate
product processing, transportation, de-
ethanization, fractionation and storage
capacity on acceptable terms;

the ability of Paramount to market its natural gas,
NGLs (including condensate), oil, and bitumen
production to current and new customers;

the ability of Paramount and its industry partners to
obtain drilling success (including in respect of
anticipated production volumes, reserves additions,
Liquids yields and resource recoveries) and
operational improvements, efficiencies and results
consistent with expectations;

the provisions and application of laws and
regulations;

the timely receipt of required governmental and
regulatory approvals; and

anticipated timelines and budgets being met in
respect of drilling programs and other operations
(including well completions and tie-ins and the
construction, commissioning and start-up of new
and expanded facilities).
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Although Paramount believes that the expectations reflected in such forward-looking information are
reasonable, undue reliance should not be placed on them as Paramount can give no assurance that such
expectations will prove to be correct. Forward-looking information is based on expectations, estimates and
projections that involve a number of risks and uncertainties which could cause actual results to differ
materially from those anticipated by Paramount and described in the forward-looking information. The

material risks and uncertainties include, but are not limited to:

= fluctuations in natural gas, NGLs (including
condensate), oil and bitumen prices;

= changes in foreign currency exchange rates
and interest rates;

= the uncertainty of estimates and projections
relating to future revenue, production, reserves
additions, Liquids yields (including condensate
to natural gas ratios), resource recoveries,
royalty rates, taxes and costs and expenses;

= the ability to secure adequate product
processing, transportation, de-ethanization,
fractionation and storage capacity on
acceptable terms;

= operational risks in exploring for, developing
and producing natural gas, NGLs (including
condensate), oil, and bitumen;

= the ability to obtain equipment, services,
supplies and personnel in a timely manner and
at an acceptable cost;

= potential disruptions, delays or unexpected
technical or other difficulties in designing,
developing, expanding or operating new,
expanded or existing facilities (including third-
party facilities);

= processing, transportation, de-ethanization and
fractionation outages, disruptions and
constraints;

= risks and uncertainties involving the geology of
oil and gas deposits;

the uncertainty of reserves estimates;

general business, economic and market conditions;
the ability to generate sufficient cash flow from
operations and obtain financing to fund planned
exploration, development and operational activities
and meet current and future commitments and
obligations (including product processing,
transportation, de-ethanization, fractionation and
similar commitments and obligations);

changes in, or in the interpretation of, laws,
regulations or policies (including environmental
laws);

the ability to obtain required governmental or
regulatory approvals in a timely manner, and to
obtain and maintain leases and licenses;

the effects of weather and other factors, including
wildlife and environmental restrictions which affect
field operations and access;

the timing and cost of future abandonment and
reclamation obligations and potential liabilities for
environmental damage and contamination;
uncertainties regarding aboriginal claims and in
maintaining relationships with local populations and
other stakeholders;

the outcome of existing and potential lawsuits,
regulatory actions, audits and assessments; and
other risks and uncertainties described elsewhere
in this document and in Paramount’s other filings
with Canadian securities authorities.

The foregoing list of risks is not exhaustive. For more information relating to risks, see the section titled
"Risk Factors" in this annual information form. The forward-looking information contained in this document
is made as of the date hereof and, except as required by applicable securities law, Paramount undertakes
no obligation to update publicly or revise any forward-looking statements or information, whether as a result
of new information, future events or otherwise.
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THE COMPANY

Paramount Resources Ltd. is incorporated under the Business Corporations Act (Alberta). The Company’s
corporate and registered office is located at Suite 2800, 421 — 7t Avenue SW, Calgary, Alberta T2P 4K9.
The Common Shares are listed on the TSX under the symbol "POU".

The Company has various subsidiaries and partnerships, including Cavalier Energy and Fox Drilling. The
Company’s subsidiaries and partnerships each accounted for: (i) less than 10 percent of the Company’s
consolidated assets as at December 31, 2018; and (ii) less than 10 percent of the Company’s consolidated
revenues for the year ended December 31, 2018. In aggregate, the Company’s subsidiaries and
partnerships did not exceed 20 percent of the Company’s total consolidated assets or total consolidated
revenues as at and for the year ended December 31, 2018.

GENERAL DEVELOPMENT OF THE BUSINESS

Paramount is an independent, publicly traded, Liquids-focused Canadian energy company that explores for
and develops both conventional and unconventional petroleum and natural gas resources. The Company
also pursues long-term strategic exploration and pre-development plays and holds a portfolio of
investments in other entities. Paramount commenced operations as a public company in 1978. It has
adapted to a multitude of operating climates over the years, and has grown into a company with a market
capitalization of approximately $1.2 billion as at March 5, 2019.

Paramount’s operations have been organized into the following three regions:

e the Grande Prairie Region, located in the Peace River Arch area of Alberta, which is focused on
Montney developments at Karr and Wapiti;

e the Kaybob Region, located in west-central Alberta, which is focused on Montney and Duvernay
developments at Kaybob, Smoky River, Pine Creek and Ante Creek; and

e the Central Alberta and Other Region, which includes Duvernay development plays in southern
Alberta at Willesden Green and the East Shale Basin, and lands and production in northern Alberta
and British Columbia.

The Company’s investments include: (i) investments in other entities (ii) investments in exploration and
development stage assets, including oil sands and carbonate bitumen interests held by Cavalier Energy,
and prospective shale gas acreage in the Liard and Horn River Basins; and (iii) drilling rigs owned by Fox
Drilling.
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Set forth below is a brief description of the events that have influenced the general development of
Paramount's business over the past three fiscal years.

2016

In response to persistently low commodity prices, the Company implemented further cost cutting measures,
in addition to measures implemented in 2015, including a five percent salary reduction for all employees,
effective January 1, 2016 (including members of senior management who had received a five percent salary
reduction in 2015), and a 15 percent reduction in annual retainers and fees payable to the Company’s
directors. In addition, the Company once again instituted unpaid Friday office closures during the summer
months, resulting in a further 20 percent reduction in employee salaries during the summer months of 2016.

In April 2016, Paramount sold its Musreau complex, consisting of natural gas processing facilities having a
capacity of 250 MMcf/d and related midstream assets, at the Musreau/Kakwa area in west central Alberta
for net cash proceeds of approximately $560 million. In connection with the sale, Paramount entered into
a long-term natural gas processing arrangement with the purchaser to secure priority access to the sold
capacity at the Musreau complex in return for a fixed capital fee per Mcf of raw gas delivered to the Musreau
complex, plus operating expenses. Proceeds from the sale were used to pay down indebtedness under
Paramount’s then existing bank credit facility.

In August 2016, Paramount sold the majority of its oil and gas properties in the Musreau/Kakwa area to
Seven Generations. In connection with the sale, Seven Generations assumed Paramount’s processing
and transportation commitments relating to the assets, including the processing arrangement entered into
with the purchaser of the Musreau complex. Paramount received total consideration of approximately $2.1
billion from Seven Generations for the Musreau/Kakwa oil and gas properties, consisting of: (i) $496 million
in cash; (ii) 33.5 million Seven Generations Shares having a market value immediately prior to closing of
approximately $972 million; (iii) the assumption by Seven Generations of all of the Company’s 2023 Notes;
and (iv) certain oil and gas properties of Seven Generations valued at approximately $6 million.

In connection with the sale of the Musreau/Kakwa oil and gas properties to Seven Generations, Paramount:
(i) repaid the remaining balance owing on its then existing credit facility; (ii) paid $1.4 million to holders of
its 2019 Notes that provided consent to the Musreau/Kakwa disposition; (iii) redeemed $163.4 million
aggregate principal amount of its 2019 Notes, paying $169.6 million plus accrued and unpaid interest to the
redemption date; and (iv) was discharged and released from all obligations and covenants under the 2023
Notes indenture and the 2023 Notes.

In December 2016, Paramount redeemed all remaining $286.6 million outstanding principal amount of its
2019 Notes at a redemption price of 102.5 percent of the principal amount of such notes.

In December 2016, Cavalier Energy sold the Cavalier Royalty for cash consideration of $100 million. For
further details concerning the Cavalier Royalty see "Narrative Description of the Business — Other Assets
— Cavalier Energy".
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In 2016, Paramount realized net cash proceeds of approximately $861 million through the sale of 29.7
million of the Seven Generations Shares it received through the Musreau/Kakwa disposition. In December
2016, the Company declared a dividend of its remaining 3.8 million Seven Generations Shares, which were
distributed to Paramount’s shareholders in January 2017. For additional information concerning the
dividend, see “Dividends”.

Following the Musreau/Kakwa disposition, the Company reduced the size of its then existing bank credit
facility to $100 million. The Company did not have any debt outstanding as at December 31, 2016 and had
cash and cash equivalents of approximately $622 million.

2017

During the latter part of 2016 and the first half of 2017, Paramount focused its development efforts on a 27
(27.0 net) well horizontal Montney drilling and completion program at its Karr property in the Grande Prairie
Region. Wells in this drilling program were designed with longer horizontal laterals, higher intensity
completions, tighter frac spacing, and different completion fluids compared to prior years. Through this
program, the Company grew its sales volumes at Karr to average approximately 26,600 Boe/d in October
2017. This contributed to the growth of the Company’s total sales volumes from approximately 11,000
Boe/d immediately following the Musreau/Kakwa disposition to approximately 37,000 Boe/d by October
2017 (excluding the results of the Apache Canada acquisition and Trilogy merger described below),
effectively returning the Company’s production to the level it was at prior to the Musreau/Kakwa disposition.

In May 2017, Paramount sold non-core assets at Valhalla for cash consideration of approximately $150
million.

In July 2017, Paramount’s then existing credit facility was increased from $100 million to $300 million
following completion of the lender’s annual review.

In August 2017, Paramount acquired all of the shares of Apache Canada, an indirect, wholly-owned
subsidiary of Apache Corporation, a publicly traded U.S. based international oil and gas company, for cash
consideration of $486.9 million. Through the Apache Canada acquisition, the Company acquired high
quality Montney and Duvernay resource play opportunities in the Alberta Deep Basin, including a Montney
resource play at Wapiti, immediately northwest of the Company’s Karr lands, and Duvernay rights at
Kaybob. In connection with such transaction, Paramount secured a processing arrangement that provides
priority access to a 150 MMcf/d gas processing plant being constructed by a third party owner. In addition,
the Apache Canada acquisition provided Paramount with a lower decline asset base in Central Alberta with
exposure to East Shale Basin Duvernay, Ellerslie, Glauconite and Cardium plays.

In September 2017, Paramount merged with Trilogy, a Canadian publicly traded oil and gas company in
which Paramount owned approximately 15% of the outstanding shares, through an arrangement under the
Business Corporations Act (Alberta). On completion of this merger, the Company issued approximately
28.5 million Common Shares to acquire all of the outstanding Trilogy shares not owned by it. Through the
Trilogy merger, the Company acquired additional Montney and Duvernay resource plays in the Alberta
Deep Basin at Kaybob. Trilogy’s Duvernay development at Smoky was immediately adjacent to a
significant portion of the Duvernay rights Paramount acquired through the Apache Canada acquisition.
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In November 2017, Paramount entered into the Credit Facility, which changed the previous facility from a
reserves-based structure to a financial covenant-based structure and increased the borrowing limit from
$300 million to $700 million.

2018

On January 1, 2018, Paramount amalgamated under the Business Corporations Act (Alberta) with Apache
Canada and Trilogy, with the amalgamated corporation continuing as Paramount Resources Ltd.

In April 2018, Paramount redeemed all $300 million principal amount of outstanding Trilogy 2019 Notes,
which had become the Company’s obligation when it amalgamated with Trilogy on January 1, 2018, at a
redemption price of 101.2 percent of the principal amount of such notes.

In July 2018, the Company sold its Resthaven / Jayar property in the Grande Prairie Region to Strath for
gross proceeds of $340 million, consisting of $170 million in cash, 85 million Strath common shares and
10-year warrants to acquire 8.5 million Strath common shares. The cash consideration received was used
to reduce outstanding indebtedness under the Credit Facility.

Amendments to the Credit Facility in 2018 increased the facility to $1.5 billion and extended the maturity
date to November 2022. Additional information concerning the Credit Facility is included in the Company’s
audited consolidated financial statements and Management's Discussion and Analysis for the year ended
December 31, 2018, which can be found under the Company’s profile on the SEDAR website at
www.sedar.com

Paramount implemented a normal course issuer bid that commenced on December 22, 2017 and expired
on December 21, 2018. Under this normal course issuer bid, Paramount acquired an aggregate of
4,239,359 Common Shares at an average price of $15.63 per share. Paramount implemented a renewed
normal course issuer bid in January 2019. See “Description of Share Capital — Normal Course Issuer Bid".

For reserves and related information as at December 31, 2018, see "Reserves and Other Oil and Gas
Information".
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NARRATIVE DESCRIPTION OF THE BUSINESS

OVERVIEW

Paramount's oil and gas properties are located primarily in Alberta and British Columbia. The Company's
ongoing exploration, development and production activities are intended to discover new reserves, increase
the productive capacity of existing fields and extract, process and sell the Company’s natural gas, NGLs
and oil economically and safely. From time-to-time, Paramount furthers its exploration, development and
production activities through acquisitions of petroleum and natural gas assets and companies, farm-ins,
farm-outs, joint ventures and dispositions.

As described above, Paramount’s operations are organized into the Grande Prairie Region, the Kaybob
Region and the Central Alberta and Other Region. The map below depicts the Company’s properties and
these Regions.
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The Company’s reserves, properties, production and material development plans and facilities are
discussed in more detail below.
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OIL AND GAS PROPERTIES

Paramount retained McDaniel, an independent qualified reserves evaluator, to prepare a report on the
Company’s natural gas, NGLs and crude oil reserves for 2018. McDaniel evaluated 100 percent of the
proved plus probable reserves of the Company and its subsidiaries, other than Cavalier Energy, as at
December 31, 2018 and reported on them in the McDaniel Report. At December 31, 2018, approximately
95 percent of Paramount's proved plus probable reserves were located in Alberta.

The Company’s gross reserves volumes, production and petroleum and natural gas sales for the years
ended December 31, 2018 and 2017 are summarized below. 2017 production volumes presented in the
table below and elsewhere in this annual information form include production from Apache Canada only
from the date of its acquisition in August 2017 and from Trilogy only from the date of its merger with the
Company in September 2017.

2018 2017
Oil, NGLs and Natural Gas Reserves
Proved
Shale Gas (Bcf) 1,078.3 986.0
Conventional Natural Gas (Bcf) 288.3 412.7
NGLs (MMBbI) 146.8 119.1
Tight Oil (MMBbI) 0.9 0.8
Light & Medium Crude Oil (MMBbI) 15.2 22.8
Total (MMBoe) 390.7 375.8
Proved plus Probable
Shale Gas (Bcf) 1,765.3 1,611.7
Conventional Natural Gas (Bcf) 403.9 559.6
NGLs (MMBbI) 238.3 196.9
Tight Oil (MMBbI) 10.2 1.1
Light & Medium Crude Oil (MMBbI) 24.3 33.6
Total (MMBoe) 634.4 593.5
Production (
Shale Gas (MMcf/d) 165.9 69.7
Conventional Natural Gas (MMcf/d) 160.0 91.5
NGLs (Bbl/d) 23,770 15,161
Light & Medium Crude Oil and Tight Oil (Bbl/d) 7,854 2,933
Total Production (Boe/d) 85,941 44,970
Petroleum and natural gas sales ($ millions)
Shale gas revenue 119.3 60.9
Conventional natural gas revenue 147.8 71.9
NGLs revenue 498.4 286.5
Oil revenue 184.2 67.4
Royalty and sulphur revenue 15.8 4.7
Total Sales 965.5 4914
Wells Drilled
Gross 70 43
Net 51.5 36.2

(1) Sales volumes measured in marketable quantities, after processing and shrinkage.
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Grande Prairie Region

As at December 31, 2018, Paramount had approximately 269,000 gross (181,000 net) acres of land in the
Grande Prairie Region, including approximately 106,000 net acres of Montney rights and approximately
81,000 net acres of Deep Basin Cretaceous rights, which partially overlap the Montney rights.
Approximately 110,000 net acres of the Company’s land in this Region had no attributed reserves as at
December 31, 2018.

The primary focus in the Grande Prairie Region is the Karr and Wapiti Montney properties, located
southeast of Grande Prairie, Alberta, in the over-pressured, Liquids-rich Deep Basin Montney trend. Sales
volumes for this Region averaged 26,059 Boe/d (51 percent Liquids) in 2018 and 21,480 Boe/d (51 percent
Liquids) in 2017. Capital expenditures for the Grande Prairie Region were $301.6 million in 2018 and
$369.6 million in 2017.

Karr

Paramount is developing its Liquids-rich Montney play at Karr, producing natural gas and Liquids from
horizontal wells drilled on multi-well pads. Production volumes are gathered through a Company-owned
gas gathering system and compressed and dehydrated at the Company’'s 6-18 compression and
dehydration facility, which was expanded from 80 MMcf/d to 100 MMcf/d in 2018. Volumes are then shipped
via pipeline to a third-party natural gas processing facility under a long-term firm-service arrangement to
provide sales specification natural gas, condensate and C3+. The 6-18 facility has been configured to
facilitate the trucking-out of Liquids so that a portion of volumes can also be transported to alternate
locations.

In 2018, the Company drilled 10 (10.0 net) Montney wells on two multi-well pads at Karr, five of which were
brought on production. In 2019, Paramount plans to complete and bring on production the second five-well
pad from the 2018 program and drill, complete and bring on production 3 (3.0 net) Montney wells on a multi-
well pad.

Wapiti

Paramount is developing a Liquids-rich Montney property at Wapiti, which is located to the northwest of the
Karr development. The Company is applying the multi-well pad drilling and completion techniques at Wapiti
that are being utilized at Karr.

The Company did not have significant production at Wapiti in 2018. Paramount’s activities were focused
on drilling and completing wells in advance of the startup of a new third-party natural gas processing plant,
which is scheduled to be completed in mid-2019. Paramount has secured priority access to 150 MMcf/d of
natural gas processing capacity at the plant. The plant has been designed to have capacity to process
production from Liquids-rich Montney wells and includes water management facilities, which will reduce
Paramount’s ongoing water disposal costs.

In 2018, the Company drilled and completed 11 (11.0 net) wells on a multi-well pad and commenced the
drilling of an additional 12 (12.0) wells on a second multi-well pad. In 2019, Paramount plans to bring the
initial 11 well pad on production and complete the 12 well pad and commence production from it. The
Company also plans to bring on production 1 (1.0 net) well previously drilled and completed in 2017.
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Kaybob Region

As at December 31, 2018, Paramount had approximately 1.24 million gross (915,000 net) acres of land in
the Kaybob Region, including approximately 290,000 net acres of Montney rights and approximately
219,000 net acres of Duvernay rights. Approximately 486,000 net acres of the Company’s land in this
Region had no attributed reserves as at December 31, 2018.

The primary development focus in the Kaybob Region is the Kaybob Montney Oil development and new
developments targeting the Duvernay at Kaybob Smoky and Kaybob South Duvernay. Sales volumes for
the Kaybob Region averaged 39,004 Boe/d (31 percent Liquids) in 2018 and 14,073 Boe/d (29 percent
Liquids) in 2017. Capital expenditures for this region were $215.7 million in 2018 and $106.5 million in
2017.

In addition to the Kaybob Montney Oil and Kaybob South Duvernay planned drilling and development
activities for 2019 described below, the Company plans to drill and case 1 (1.0 net) horizontal Duvernay
well at Kaybob North Duvernay in 2019.

Kaybob Montney QOil

The Kaybob Montney Oil development includes approximately 150 producing wells drilled since 2011. Oil
production is processed through Paramount’s 12-10 oil battery, which has sour fluid handling capacity of
20,000 Bbl/d. Natural gas production is processed at Paramount’'s Kaybob 8-9 natural gas processing
plant.

In 2018, Paramount drilled 12 (12.0 net) new wells at the Kaybob Montney Oil development. Ten of these
wells, plus a well drilled in late-2017, were completed and brought on production in 2018. In 2019,
Paramount brought the remaining two wells from the 2018 program on production and plans to drill,
complete and bring on production 3 (3.0) net wells on a new multi-well pad.

Kaybob Smoky Duvernay

Paramount’s initial multi-well pad was drilled at the Kaybob Smoky Duvernay development in 2018. The
Company completed 4 (4.0) net wells on the pad and brought them on production through permanent
production facilities in the fourth quarter of 2018. Natural gas volumes are processed through Paramount’s
owned and operated Smoky 6-16 natural gas processing plant. The 6-16 plant was expanded to 12 MMcf/d
of capacity in 2018 by making use of existing equipment moved to Kaybob from Zama in northern Alberta.
Liquids volumes are trucked to the Company’s 12-10 oil battery, which is located about 24 kilometers to the
east.

Kaybob South Duvernay

Paramount’s working interest in the Kaybob South Duvernay development is approximately 51 percent.
Production is focused at two multi-well pads, which were completed in 2017 and 2018. The Kaybob South
Duvernay wells produce through third-party processing facilities under long-term firm-service agreements.

In 2018, 10 (5.1 net) wells were drilled at Kaybob South Duvernay, with 5 (2.5 net) of the wells being
completed and brought on production. The remaining 5 (2.5 net) wells are scheduled to be completed and
brought on production in 2019.
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Central Alberta and Other Region

The Company’s land base in the Central Alberta and Other Region includes multiple formation and resource
potential, including within Willesden Green and East Shale Basin Duvernay and Cardium, Glauconite and
Ellerslie. As at December 31, 2018, and not including lands held by Cavalier Energy, Paramount had
approximately 2.9 million gross (1.5 million net) acres of land in the Region, plus approximately 180,000
acres of fee simple land. Approximately 1.3 million net acres of this land had no attributed reserves as at
December 31, 2018.

Sales volumes for the Central Alberta and Other Region averaged 20,878 Boe/d (30 percent Liquids) in
2018 and 9,417 Boe/d (33 percent Liquids) in 2017. Capital expenditures for the region were $40.9 million
in 2018 and $51.5 million in 2017.

Development activities in the Central and Other Region are focused on a Duvernay development at
Willesden Green. The Company has drilled and completed 5 (5.0 net) horizontal wells to date to delineate
the resource potential of the property.

In 2019, the Company plans to drill one tenure well in the East Shale Basin to preserve mineral rights.

BUSINESS STRATEGIES AND OBJECTIVES

The Company’s business strategy is to achieve profitable growth through the low risk development of
Liquids-rich resource plays in the Western Canadian Sedimentary Basin. Specifically, Paramount’s growth
plans are focused on five areas: Karr Montney, Wapiti Montney, Kaybob Montney Oil, Kaybob South
Duvernay and Kaybob Smoky Duvernay, each of which is discussed above.

Paramount’s objective is to provide long-term value creation for its stakeholders by capturing and controlling
the best opportunities available to it and leveraging the Company’s technical and managerial expertise to
seek to maximize the economic returns from the production of its resources.

The Company’s land acquisition strategy is to identify new opportunities at an early stage and capture large
holdings at a low cost. Paramount targets contiguous acreage blocks that are prospective for multi-zone
development and have high working interests to preserve operational control.

Paramount employs multi-well pad developments to realize the benefits of commercial economies of scale
and control capital and operating costs. The Company continually works to enhance its horizontal wellbore
economics by refining drilling techniques and completion designs. Paramount also invests in processing
facilities and gathering infrastructure and enters into firm-service arrangements to secure processing and
transportation capacity for its production.

In addition, the Company has, as part of its portfolio, emerging longer-term conventional and
unconventional assets, including oil sands and carbonate bitumen interests and prospective shale gas
acreage. These assets are discussed further below and are viewed by Paramount as longer-term prospects
with potential for future revenue generation, spin-outs or dispositions.

The Company maintains capital discipline, directing investments towards the plays that exceed its economic
hurdles, while balancing risks. Paramount manages liquidity in its capital structure to support growth
initiatives and provide financial flexibility.
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OTHER ASSETS
Investments in Securities

Paramount holds equity investments in a number of publicly-traded and private corporations as part of its
portfolio of investments. The majority of these investments were received as consideration for properties
sold to the entities. As of December 31, 2018, the Company held investments in the shares and warrants
of Strath and in the shares of certain other public and private corporations, including MEG Energy Corp.,
Canadian Premium Sand Inc., Pipestone Energy Corp. (formerly Blackbird Energy Inc.) and Storm
Resources Ltd. Additional information respecting the Company’s investments is included in the Company’s
audited consolidated financial statements and Management's Discussion and Analysis for the year ended
December 31, 2018, which can be found under the Company’s profile on the SEDAR website at
www.sedar.com.

Cavalier Energy

Cavalier Energy was created in 2011 to develop the Company’s oil sands lands. Cavalier Energy owned
approximately 207,000 gross (207,000 net) acres of land in the Western Athabasca region of Alberta as at
December 31, 2018.

Cavalier Energy’s initial focus has been on the Grand Rapids formation in its 100 percent owned in-situ oil
sands leases at Hoole, which is located 10 kilometers northeast of Wabasca-Desmarais, Alberta. Since
2004, approximately $115 million has been invested in land acquisitions, stratigraphic drilling, engineering
studies, and environmental field programs to bring the Hoole project to a stage capable of development.
Front-end engineering and design work for the initial 10,000 Bbl/d phase of the Hoole project, referred to
as Hoole Grand Rapids Phase 1, has been completed and the Alberta Energy Regulator approved Hoole
Grand Rapids Phase 1 in the second quarter of 2014. However, given the current commodity price
environment, no significant additional expenditures are planned for Hoole Grand Rapids Phase 1 in the
near term.

In December 2016, Cavalier Energy granted the Cavalier Royalty to an unrelated third-party for cash
consideration of $100 million. The agreement governing the Cavalier Royalty does not impose any
development commitments on Cavalier Energy in respect of the Hoole project or any of its other oil sands
lands. Production from the oil sands lands subject to the Cavalier Royalty will not be subject to any royalty
when the Western Canadian Select price is below US$50 per barrel. At a Western Canadian Select price
of US$50 per barrel, the royalty rate will be 2 percent and the rate will increase linearly to a maximum of 20
percent at a Western Canadian Select price of US$140 per barrel. The Cavalier Royalty will be payable
based on Cavalier Energy’s realized bitumen price, net of diluent, transportation and storage costs. The
Cavalier Royalty is secured by a lien over the applicable oil sands lands.

Cavalier’s oil sands lands are prospective for in-situ bitumen recovery development but are at the early
stages of their evaluation and development. The oil sands lands currently have no production and there are
no assurances that any of Cavalier Energy’s properties will commence production, generate earnings,
operate profitably or provide a return on investment in the future.
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Fox Drilling

Fox Drilling owns seven triple-sized rigs, including four walking rigs, that are used to drill Company wells.
The walking rigs have the capability of moving across a lease with the derrick and drill pipe remaining
vertical, significantly increasing efficiencies when drilling multi-well pads.

Shale Gas

Paramount’s shale gas holdings in the Liard and Horn River Basins in northeast British Columbia and the
Northwest Territories include approximately 135 net sections of land as at December 31, 2018, with
potential for natural gas production from the Besa River shale formation. Paramount has drilled a total of
4 (4.0 net) exploration wells in the Liard Basin for delineation and land retention purposes.

RESERVES AND OTHER OIL AND GAS INFORMATION

The reserves information provided below is derived from the McDaniel Report. The McDaniel Report is
effective as of December 31, 2018 and dated and prepared as of March 6, 2019. The evaluation by
McDaniel was prepared in accordance with the standards included in the COGE Handbook and National
Instrument 51-101 — Standards of Disclosure for Oil and Gas Activities.

The following tables summarize, as at December 31, 2018, Paramount’s estimated crude oil, natural gas
and NGLs reserves and the net present values of future net revenues for these reserves, using forecast
prices and costs prior to provision for interest, general and administrative expenses, the impact of any
hedging activities or the liability associated with abandonment and reclamation costs for facilities and
pipelines, wells 