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Advantage Energy Ltd. (Formerly, Advantage Oil & Gas Ltd.)

Consolidated Statements of Financial Position
(unaudited, expressed in thousands of Canadian dollars)

September 30 December 31

Notes 2021 2020
ASSETS
Current assets
Cash and cash equivalents 3 9 30,136 $ 3,279
Trade and other receivables 51,745 28,491
Prepaid expenses and deposits 4,880 2,021
Detrivative asset 8 2,997 6,862
Total current assets 89,758 40,653
Non-current assets
Detrivative asset 8 28,742 4,140
Exploration and evaluation assets 4 20,934 20,580
Right-of-use assets 5 1,948 2,036
Intangible assets 6 2,665 -
Property, plant and equipment 7 1,448,992 1,441,492
Deferred income tax asset 12,606 24,808
Total non-current assets 1,515,887 1,493,056
Total assets $ 1,605,645 $ 1,533,709
LIABILITIES
Current liabilities
Trade and other accrued liabilities $ 60,870  $ 38,083
Dertivative liability 8 54,411 13,303
Current portion of provisions and other liabilities 10 20,304 5,632
Total current liabilities 135,585 57,018
Non-current liabilities
Derivative liability 8 18,926 23,798
Bank indebtedness 9 193,828 247,105
Provisions and other liabilities 10 158,905 165,628
Total non-current liabilities 371,659 436,531
Total liabilities 507,244 493,549
SHAREHOLDERS’ EQUITY
Share capital 12 2,370,716 2,360,647
Contributed surplus 108,554 114,280
Deficit (1,383,279) (1,434,767)
Total shareholders’ equity attributable to Advantage shareholders 1,095,991 1,040,160
Non-controlling interest 13 2,410 -
Total shareholders’ equity 1,098,401 1,040,160
Total liabilities and shareholders’ equity $ 1,605,645 $ 1,533,709

Commitments (note 18)

See accompanying Notes to the Condensed Consolidated Financial Statements
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Advantage Energy Ltd. (Formerly, Advantage Oil & Gas Ltd.)

Consolidated Statements of Comprehensive Income (Loss)
(unaudited, expressed in thousands of Canadian dollars, except per share amounts)

Three months ended

Nine months ended

September 30 September 30
Notes 2021 2020 2021 2020
Revenues
Petroleum and natural gas sales from production 16 $ 134354 § 60,063 § 332780 $ 171,882
Royalty expense (8,059) (2,5606) (18,602) (7,407)
Petroleum and natural gas revenue 126,295 57,497 314,178 164,475
Losses on derivatives 8 (6,342) (27,099) (52,989) (23,807)
Total revenues and other income 119,953 30,398 261,189 140,668
Expenses
Operating expense 10,967 9,615 32,023 29,255
Transportation expense 17,754 12,754 50,672 41,329
General and administrative expense 5,757 2,135 14,920 6,899
Share-based compensation expense 14 1,184 1,134 2,853 3,994
Depreciation expense 5,6,7 26,919 27,941 80,788 85,672
Impairment expense 7 - - - 361,000
Exploration and evaluation expense 4 - - - 190
Finance expense 4,798 5,421 16,333 12,950
Total expenses 67,379 59,000 197,589 541,289
Income (loss) before taxes and non-controlling interest 52,574 (28,602) 63,600 (400,621)
Income tax (expense) recovery 11 (9,476) 6,996 (12,202) 92,408
Net income (loss) and comprehensive income (loss)
before non-controlling interest $ 43,098 $ (21,606) $ 51,398 $ (308,213)
Net income (loss) and comprehensive income (loss)
attributable to:
Advantage shareholders $ 43,188 § (21,606) $ 51,488 § (308,213)
Non-controlling interest 13 90) - (90) -
$ 43,098 $ (21,606) $ 51,398 $ (308,213)
Net income (loss) per share attributable to Advantage
shareholders 15
Basic $ 023 $ 0.11) $ 027 $ (1.04)
Diluted $ 022 % 0.11) $ 026 $ (1.64)

See accompanying Notes to the Condensed Consolidated Financial Statements
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Advantage Energy Ltd. (Formerly, Advantage Oil & Gas Ltd.)

Consolidated Statements of Changes in Shareholders’ Equity
(unaudited, expressed in thousands of Canadian dollars)

Non- Total
Share Contributed controlling shareholders’
capital surplus Deficit interest equity
Balance, December 31, 2020 $ 2,360,047 $§ 114280 $ (1,434,767) $ - 9% 1,040,160
Net income and comprehensive income - - 51,488 (90) 51,398
Share-based compensation (note 14(b)) - 5,025 - - 5,025
Settlement of Performance Share Units 10,069 (10,751) - - (682)
Issuance of ]'Entr.opy common shares to i i i 2,500 2,500
non-controlling interest (note 13)
Balance, September 30, 2021 $ 2,370,716 $ 108,554 $ (1,383,279) $ 2,410 $ 1,098,401
Non- Total
Share Contributed controlling shareholders’
capital surplus Deficit interest equity
Balance, December 31, 2019 $ 2,349,703 § 117,116 $ (1,150,722) $ - % 1,316,097
Net loss and comprehensive loss - - (308,213) - (308,213)
Share-based compensation (note 14(b)) - 6,135 - - 6,135
Settlement of Performance Share Units 10,944 (10,944) - - -
Balance, September 30, 2020 $ 2,360,647 $ 112,307 $ (1,458,935) § - 3 1,014,019

See accompanying Notes to the Condensed Consolidated Financial Statements
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Advantage Energy Ltd. (Formerly, Advantage Oil & Gas Ltd.)

Consolidated Statements of Cash Flows
(unaudited, expressed in thousands of Canadian dollars)

Three months ended

Nine months ended

September 30 September 30
Notes 2021 2020 2021 2020

Operating Activities
Income (loss) before taxes and non-controlling interest $ 52,574 $  (28,0602) $§ 63,600 §  (400,621)
Add (deduct) items not requiring cash:

Unrealized (gains) losses on derivatives 8 (17,621) 22,890 15,499 22,116

Share-based compensation expense 14 1,184 1,134 2,853 3,994

Depreciation expense 5,6,7 26,919 27,941 80,788 85,672

Impairment expense 7 - - - 361,000

Exploration and evaluation expense 4 - - - 190

Accretion of decommissioning liability 10 297 208 857 572
Expenditures on decommissioning liability 10 (438) (267) (780) (470)
Changes in non-cash working capital 17 (15,927) 1,967 (7,129) (1,999)
Cash provided by operating activities 46,988 25,271 155,688 70,454
Financing Activities
Decrease in bank indebtedness 9 (26,028) (113,038) (53,277) (54,463)
Principal repayment of lease liability 10 (72) (65) (215) (188)
Principal repayment of financing liability 10 (860) (7806) (2,4906) (786)
Net proceeds from plant disposition 10 - 98,453 - 98,453
Cash provided by (used in) financing activities (26,960) (15,436) (55,988) 43,016
Investing Activities
Payments on property, plant and equipment 7,17 (36,795) (11,220) (92,367) (120,343)
Payments on exploration and evaluation assets 4 - - (354) (953)
Payments on intangible assets 6 (165) - (165) -
Project funding received 10 20 - 20,043 -
Cash used in investing activities (36,940) (11,220) (72,843) (121,296)
Increase (decrease) in cash and cash equivalents (16,912) (1,385) 26,857 (7,820)
Cash and cash equivalents, beginning of period 47,048 6,658 3,279 13,099
Cash and cash equivalents, end of period $ 30,136 $ 5273 $ 30,136 $ 5,273

See accompanying Notes to the Condensed Consolidated Financial Statements
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Advantage Energy Ltd. (Formerly, Advantage Oil & Gas Ltd.)
Notes to the Condensed Consolidated Financial Statements

September 30, 2021 (unaudited)
All tabular amounts expressed in thousands of Canadian dollars, except as otherwise indicated.

1.

Business and structure of Advantage Energy Ltd.

On May 18, 2021, Advantage Oil & Gas Ltd. changed its name to Advantage Energy Ltd. as approved by its
shareholders. Advantage Energy Ltd. and its subsidiaries (together “Advantage” or the “Corporation”) is a low-carbon
energy producer with a significant position in the Montney resource play located in Western Canada. Advantage is
domiciled and incorporated in Canada under the Business Corporations Act (Alberta). Advantage’s head office address
is 2200, 440 — 20d Avenue SW, Calgary, Alberta, Canada. The Corporation’s common shates are listed on the Toronto
Stock Exchange under the symbol “AAV”.

Basis of preparation
(a) Statement of compliance

The Corporation prepares its condensed consolidated financial statements in accordance with Canadian generally
accepted accounting principles (“GAAP”) as defined in the Chartered Professional Accountants Canada
Handbook (the “CPA Canada Handbook”). The CPA Canada Handbook incorporates International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”), including
IAS 34, Interim Financial Reporting. The Corporation has consistently applied the same accounting policies as
those set out in the audited consolidated financial statements for the year ended December 31, 2020, except as
noted below. Certain disclosures included in the notes to the annual consolidated financial statements have been
condensed in the following note disclosures or have been disclosed on an annual basis only. Accordingly, these
condensed consolidated financial statements should be read in conjunction with the audited consolidated financial
statements for the year ended December 31, 2020, which have been prepared in accordance with IFRS as issued
by the IASB.

The accounting policies applied in these condensed consolidated financial statements are based on IFRS issued
and outstanding as of October 28, 2021, the date the Board of Directors approved the statements.

(b) Basis of measurement

The condensed consolidated financial statements have been prepared on the historical cost basis, except as
detailed in the Corporation’s accounting policies in the audited consolidated financial statements for the year
ended December 31, 2020.

The methods used to measure fair values of derivative instruments are discussed in note 8.
(c) Functional and presentation currency

These condensed consolidated financial statements are presented in Canadian dollars, which is the Corporation’s
functional currency.

(d) Basis of consolidation

These condensed consolidated financial statements include the accounts of the Corporation and all subsidiaries
over which it has control, including Entropy Inc. (“Entropy”), a private Canadian corporation of which
Advantage owns 90% (note 13). All inter-corporate balances, income and expenses resulting from inter-corporate
transactions are eliminated.

Advantage Energy Ltd. - 5



2. Basis of preparation (continued)

(e) New significant accounting policies

Non-controlling interests

The Corporation accounts for transactions with non-controlling interests as transactions with equity owners of
the Corporation. For purchases of shares from non-controlling interests, the difference between any
consideration paid and the relevant ownership acquired of the carrying value of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals of shares to non-controlling interests are also recorded in equity,
unless the disposal results in the Corporation’s loss of control of the subsidiary, in which case the gain or loss
is recognized in net income and comprehensive income.

Intangible assets

Intangible assets acquired separately are initially measured at cost. Following initial recognition, intangible assets
are recognized at cost less any accumulated amortization and impairment losses. Intangible assets with finite
lives are amortized over the useful life and assessed for impairment when there is an indication that the asset
may be impaired. The Corporation may incur costs associated with research and development. Expenditures
during the research phase are expensed. Expenditures during the development phase ate capitalized only if
certain criteria are met, including technical feasibility and the intent to develop and use the technology. If these
criteria are not met, the costs are expensed as incurred. The amortization expense on intangible assets is
recognized in the Consolidated Statements of Comprehensive Income (Loss).

3. Cash and cash equivalents

September 30 December 31
2021 2020
Cash at financial institutions $ 30,136 $ 3,279

Cash at financial institutions earns interest at floating rates based on daily deposit rates. As at September 30, 2021
cash at financial institutions included US$9.8 million (December 31, 2020 - US$0.9 million). Included in cash and
cash equivalents as at September 30, 2021 is $15.8 million held solely for project expenditures related to reducing
carbon emissions. The Corporation only deposits cash with major financial institutions of high-quality credit ratings.

4. Exploration and evaluation assets

Balance at December 31, 2019 $ 20,703
Additions 983
Lease expiries (190)
Transferred to property, plant and equipment (note 7) (916)
Balance at December 31, 2020 $ 20,580
Additions 354
Balance at September 30, 2021 $ 20,934
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5.

6.

Right-of-use assets

Cost Buildings Other Total
Balance at December 31, 2019 and December 31,2020 $ 2,318 $ 186 $ 2,504
Additions - 153 153
Balance at September 30, 2021 $ 2,318 $ 339 $ 2,657
Accumulated depreciation Buildings Other Total
Balance at December 31, 2019 $ 12 $ 38 $ 150
Depreciation 284 34 318
Balance at December 31, 2020 $ 396 $ 72 $ 468
Depreciation 213 28 241
Balance at September 30, 2021 $ 609 $ 100 $ 709
Net book value Buildings Other Total
At December 31, 2020 $ 1,922 § 114§ 2,036
At September 30, 2021 $ 1,709 $ 239 $ 1,948
Intangible assets
Cost
Balance at December 31, 2020 $ -
Additions (note 13) 2,665
Balance at September 30, 2021 $ 2,665
Accumulated amortization
Balance at December 31, 2020 $ -
Amortization -
Balance at September 30, 2021 $ -
Net book value
At December 31, 2020 $ -
At September 30, 2021 $ 2,665
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7. Property, plant and equipment

Petroleum &

Natural Gas Furniture &
Cost Properties Equipment Total
Balance at December 31, 2019 $ 2,647,964 $ 6,442 $ 2,654,406
Additions 156,702 250 156,952
Capitalized share-based compensation (note 14(b)) 2,830 - 2,830
Changes in decommissioning liability (note 10(e)) 2,904 - 2,904
Transferred from exploration and evaluation assets (note 4) 916 - 916
Balance at December 31, 2020 $ 2,811,316 $ 6,692 $ 2,818,008
Additions 90,442 58 90,500
Capitalized share-based compensation (note 14(b)) 1,490 - 1,490
Changes in decommissioning liability (note 10(e)) (3,943) - (3,943)
Balance at September 30, 2021 $ 2,899,305 $ 6,750 $ 2,906,055

Petroleum &

Natural Gas Furniture &
Accumulated depreciation Properties Equipment Total
Balance at December 31, 2019 $ 899,868 $ 5,070 $ 904,938
Depreciation 110,370 208 110,578
Impairment 361,000 - 361,000
Balance at December 31, 2020 $ 1,371,238  $ 5278 $ 1,376,516
Depreciation 80,370 177 80,547
Balance at September 30, 2021 $ 1,451,608 $ 5,455 $ 1,457,063

Petroleum &

Natural Gas Furniture &
Net book value Properties Equipment Total
At December 31, 2020 $ 1,440,078 % 1,414 § 1,441,492
At September 30, 2021 $ 1,447,697 $ 1,295 $ 1,448,992

During the nine months ended September 30, 2021, Advantage capitalized general and administrative expenditures
directly related to development activities of $5.8 million included in additions (year ended December 31, 2020 - §$5.4
million).

Advantage included future development costs of $1.8 billion (December 31, 2020 - $1.9 billion) in property, plant and
equipment costs subject to depreciation.

Impairment assessment

For the three and nine months ended September 30, 2021, the Corporation evaluated its petroleum & natural gas
properties for indicators of any potential impairment or impairment reversal. As a result of this assessment, no
indicators were identified, and no impairment or impairment reversal was recorded for the three and nine months
ended September 30, 2021.
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Financial risk management

As at September 30, 2021, there were no significant differences between the carrying amounts reported on the
consolidated statement of financial position and the estimated fair values of the Corporation’s financial instruments
due to the short terms to maturity and the floating interest rate on the Corporation’s bank indebtedness.

Fair value is determined following a three-level hierarchy:

Level 1: Quoted prices in active markets for identical assets and liabilities. The Corporation does not have any
financial assets or liabilities that require level 1 inputs.

Level 2: Inputs other than quoted prices included within Level 1 that are observable, either directly or indirectly.
Such inputs can be corroborated with other observable inputs for substantially the complete term of the contract.
Derivative assets and liabilities are measured at fair value on a recurring basis. For derivative assets and liabilities,
pricing inputs include quoted forward prices for commodities, foreign exchange rates, interest rates, volatility,
and risk-free rate discounting, all of which can be observed or corroborated in the marketplace. The actual gains
and losses realized on eventual cash settlement can vary materially due to subsequent fluctuations as compared
to the valuation assumptions.

Level 3: Fair value is determined using inputs that are not observable. The Corporation’s natural gas embedded
derivative is categorized as level 3 in the fair value hierarchy as the long-term portion of the PJM forward price
is an unobservable input.
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8. Financial risk management (continued)

The Corporation enters into financial risk management detivative contracts to manage the Corporation’s exposure to
commodity price risk, foreign exchange risk and interest rate risks. The table below summarizes the realized gains
(losses) and unrealized gains (losses) on derivatives recognized in net income (loss).

Three months ended Nine months ended
September 30 September 30
2021 2020 2021 2020

Realized gains (losses) on derivatives

Natural gas $ (19,045 % (5,389 $ (28263 $  (7,343)
Crude oil (4,965) 1,088 (10,864) 5,589
Foreign exchange 218 231 2,150 221
Interest rate a71) (140) (513) (158)
Total $ (23,963) $ (4,209 $ (37,4900 $ (L,691)
Unrealized gains (losses) on derivatives
Natural gas $ (7,278) $ (22,827) $ (33,127) $ (25,669)
Crude oil 4,650 (1,557) (3,757) 3,321
Natural gas embedded derivative 22,793 - 25,348 -
Foreign exchange (2,713) 1,465 (4,458) 1,073
Interest rate 169 29 495 (841)
Total $ 17,621 $ (22,890) $ (15,499) $ (22,116)
Gains (losses) on derivatives
Natural gas $  (26,323) $ (28215) $ (61,3900 $ (33,012
Crude oil (315) (469) (14,621) 8,910
Natural gas embedded derivative 22,793 - 25,348 -
Foreign exchange (2,495) 1,696 (2,308) 1,294
Interest rate 2) (111) (18) (999)
Total $  (6,342) $ (27,099) $ (52,989) $ (23,807)
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8. Financial risk management (continued)

The fair value of financial risk management derivatives has been allocated to current and non-current assets and
liabilities based on the expected timing of cash settlements. The following table summarizes the estimated fair market
value of the Corporation’s outstanding financial risk management derivative contracts.

September 30 December 31

2021 2020
Derivative type
Natural gas derivative liability $ (62,779) $ (29,652)
Crude oil derivative liability (5,811) (2,054)
Natural gas embedded derivative asset 28,742 3,394
Foreign exchange derivative asset (1,443) 3,015
Interest rate derivative liability (307) (802)
Net derivative liability $ (41,598) $ (26,099)
Consolidated statement of financial position classification
Current derivative asset $ 2,997 $ 6,862
Non-current derivative asset 28,742 4,140
Current derivative liability (54,411) (13,303)
Non-current derivative liability (18,920) (23,798)
Net derivative liability $ (41,598) % (26,099)
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8. Financial risk management (continued)

(a) Commodity price risk

The Corporation’s commodity derivative contracts are classified as Level 2 within the fair value hierarchy. As at
September 30, 2021, the Corporation had the following commodity derivative contracts in place:

Description of

Derivative Term Volume Price
Natural gas - AECO
Fixed price swap April 2021 to October 2021 4,739 Mcf/d  $2.75/Mcf
Fixed price swap November 2021 to March 2022 4739 Mcf/d  $4.48/Mcf
Natural gas - Dawn
Fixed price swap November 2020 to October 2021 10,000 Mcf/d  US $2.53/Mcf
Fixed ptice swap April 2021 to October 2021 25,000 Mcf/d  US $2.34/Mcf
Natural gas - Henry Hub NYMEX
Fixed price swap January 2021 to December 2021 25,000 Mcf/d  US $2.74/Mcf
Fixed ptice swap April 2021 to October 2021 20,000 Mcf/d  US $2.88/Mcf
Fixed price swap May 2021 to October 2021 5,000 Mcf/d  US $2.95/Mcf
Fixed price swap June 2021 to October 2021 15,000 Mcf/d  US $3.05/Mcf
Fixed price swap July 2021 to October 2021 5,000 Mcf/d  US $3.26/Mcf
Fixed price swap November 2021 to March 2022 55,000 Mcf/d  US $3.44/Mcf
Fixed price swap April 2022 to October 2022 20,000 Mcf/d  US $3.32/Mcf
Natural gas - Chicago Citygate
Fixed price swap April 2021 to October 2021 25,000 Mcf/d  US $2.24/Mcf
Natural gas - AECO/Henry Hub Basis Differential
Basis swap October 2021 to October 2022 20,000 Mcf/d  Henry Hub less US $1.20/Mcf
Basis swap November 2022 to December 2024 40,000 Mcf/d  Henry Hub less US $1.191/Mcf

Crude oil - WTT NYMEX

Fixed price swap January 2021 to December 2021 1,250 bbls/d  US $44.82/bbl
Fixed price swap March 2021 to December 2021 250 bbls/d  US $57.25/bbl
Fixed price swap April 2021 to December 2021 250 bbls/d  US $61.00/bbl

Fixed price swap

July 2021 to December 2021

250 bbls/d

Advantage Energy Ltd. - 12
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8. Financial risk management (continued)

(2)

Commodity price risk (continued)

Natural Gas - Embedded Derivative

Advantage entered into a long-term natural gas supply agreement under which Advantage will supply 25,000
MMbtu/d of natural gas for a 10-year petiod, commencing in early 2023. Commercial terms of the agreement are
based upon a spark-spread pricing formula, providing Advantage exposutre to PJM electricity prices, back-stopped
with a natural gas price collar. The contract contains an embedded derivative as a result of the spark-spread pricing
formula and the natural gas price collar. The Corporation defined the host contract as a natural gas sales
arrangement with a fixed price of US $2.50/MMbtu. The Corporation will realize gains or losses when the price
received under the contract deviates from US $2.50/MMbtu. As at September 30, 2021 the fair value of the
natural gas embedded derivative resulted in an asset of $28.7 million (December 31, 2020 — $3.4 million asset).

The Corporation’s natural gas embedded derivative contract is classified as Level 3 within the fair value hierarchy.
The Corporation determines the fair value of the embedded derivative contract by utilizing an observable 5-year
PJM electricity forecast. The remaining unobservable period beyond 5-years is estimated using the implied
inflation rate in the 5-year PJM electricity forecast. At September 30, 2021, the implied inflation rate in the 5-year
PJM power forecast averaged 1% per year. If the implied inflation rate in the 5-year PJM electricity forecast
changed by 1%, the fair value of the embedded detivative would increase/dectease by $1.4 million. Had the PJM
electricity power forecast increased/decreased by 10%, this would have resulted in a $29.2 million increase, or a
$27.3 million decrease.

(b) Foreign exchange risk

(©)

The Corporation’s foreign exchange derivative contracts are classified as Level 2 within the fair value hierarchy.
As at September 30, 2021, the Corporation had the following foreign exchange derivative contracts in place:

Description of

Derivative Term Notional Amount Rate
Forward rate - CAD/USD
Average rate currency swap June 2020 to May 2022 US $ 2,000,000/month 1.3495
Average rate currency swap February 2021 to January 2023 US $ 750,000/ month 1.2850
Average rate currency swap June 2021 to May 2023 US $ 2,000,000/month 1.2025
Average rate cutrrency swap August 2021 to July 2022 US $ 1,000,000/month 1.2499

Interest rate risk

The Corporation’s interest rate derivative contracts are classified as Level 2 within the fair value hierarchy. As at
September 30, 2021, the Corporation had the following interest rate derivative contracts in place:

Description of
Derivative Term Notional Amount Rate

One-month bankers’ acceptance - CDOR
Fixed interest rate swap April 2020 to March 2022 $ 100,000,000 0.83%
Fixed interest rate swap April 2020 to March 2022 $ 75,000,000 0.79%
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8. Financial risk management (continued)

(d) Capital management

Advantage’s capital structure as at September 30, 2021 and December 31, 2020 is as follows:
September 30 December 31

2021 2020
Bank indebtedness (non-current) (note 9) $ 193,828  § 247,105
Working capital (surplus) deficit () (25,891) 4,292
Net debt @ $ 167,937 $ 251,397
Shares outstanding (note 12) 190,828,976 188,112,797
Share closing matket price ($/share) $ 6.40 § 1.71
Market Capitalization 1,221,305 321,673
Total Capitalization $ 1,389,242 $ 573,070

M Working capital includes cash and cash equivalents, trade and other receivables, prepaid expenses and deposits and trade and other

accrued liabilities.
@ Net debt is a non-GAAP measure that includes bank indebtedness and working capital.

9. Bank indebtedness

September 30 December 31

2021 2020

Revolving credit facility $ 194,717 $ 248,000
Discount on bankers’ acceptance and other fees (889) (895)
Balance, end of period $ 193,828 $ 247,105

On April 30, 2021, the Credit Facilities were renewed with no changes to the borrowing base of $350 million,
comprised of a $30 million extendible revolving operating loan facility from one financial institution and a $320
million extendible revolving loan facility from a syndicate of financial institutions. The revolving period for the Credit
Facilities will end in June 2022 unless extended at the option of the syndicate for a further 364-day period. If not
extended, the credit facility will be converted at that time into a one-year term facility, with the principal payable at
the end of such one-year term. The Corporation had letters of credit of US$9 million outstanding at September 30,
2021 (December 31, 2020 - US$15 million). The Corporation did not have any financial covenants at September 30,
2021 and December 31, 2020.
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10. Provisions and other liabilities

September 30 December 31
2021 2020
Performance Awards (note 14(c)) $ 8,483 § 4,620
Deferred revenue (a) 6,603 6,603
Project funding (b) 10,510 -
Lease liability (c) 2,217 2,279
Financing liability (d) 94,368 96,864
Decommissioning liability (e) 57,028 60,894
Balance, end of period $ 179,209 $ 171,260
Current portion of provisions and other liabilities $ 20,304 9 5,632
Provisions and other liabilities $ 158,905 $ 165,628

(a) Deferred revenue

Deferred revenue represents an advance payment received by Advantage in consideration for the future sales of

natural gas.

(b) Project funding

The Corporation received $20 million in funding to be utilized solely for project expenditutes related to reducing
carbon emissions. Advantage shall not use the funding for more than 75% of the total project expenses, whereby
any excess would result in a proportionate repayment of the project funding. The project which the funding
relates to is expected to be completed by the second quarter of 2022.

A reconciliation of the project funding is as follows:

September 30, 2021
Balance, beginning of the year $ -
Project funding received 20,000
Interest earned 43
Project expenditures incurred (9,533
Balance, end of period $ 10,510
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10. Provisions and other liabilities (continued)

(c) Lease liability

The Corporation incurs lease payments related to its head office and other miscellaneous equipment. The
Corporation has recognized a lease liability in relation to all lease arrangements measured at the present value of
the remaining lease payments using the Corporation’s weighted-average incremental borrowing rate of 4.3%.

A reconciliation of the lease liability is as follows:

September 30, 2021 December 31, 2020
Balance, beginning of the year $ 2279 9 2,537
Additions 153 -
Interest expense 72 102
Lease payments (287) (360)
Balance, end of period $ 2,217 $ 2,279
Current lease liability $ 358 % 256
Non-current lease liability $ 1,859 $ 2,023

(d) Financing liability

The Corporation has a 15-yeat take-ot-pay volume commitment agreement to deliver 50 mmef/d to the Glacier
Gas Plant at a fee of $0.66/mcf. The volume commitment agreement is treated as a financing transaction where
Advantage is obligated to pay the purchaser during the 15-year term regardless of physical delivery. The effective
interest rate associated with the financing transaction is 9.1%.

A reconciliation of the financing liability is as follows:

September 30, 2021 December 31, 2020
Balance, beginning of the year $ 96,864 $ -
Additions, net of transaction cost - 98,453
Interest expense 6,513 4,483
Financing payments (9,009) (6,072)
Balance, end of period $ 94,368 $ 96,864
Current financing liability $ 3,613 $ 3,376
Non-cutrent financing liability $ 90,755 % 93,488
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10. Provisions and other liabilities (continued)

(e) Decommissioning liability

®

The Corporation’s decommissioning liability results from net ownership interests in natural gas and liquids assets

including well sites, gathering systems and facilities, all of which will require future costs of decommissioning

under environmental legislation. These costs are expected to be incurred between 2021 and 2080. A risk-free rate
of 1.98% (December 31, 2020 - 1.24%) and an inflation factor of 2.0% (December 31, 2020 — 1.5%) were used
to calculate the fair value of the decommissioning liability at September 30, 2021. As at September 30, 2021, the

total estimated undiscounted, uninflated cash flows required to settle the Corporation’s decommissioning liability
was $56.5 million (December 31, 2020 — $55.2 million).

A reconciliation of the decommissioning liability is as follows:

September 30, 2021 December 31, 2020
Balance, beginning of the year $ 60,894 % 58,273
Accretion expense 857 797
Liabilities incurred 1,387 1,575
Plant disposition - (625)
Change in estimates (1,457) (690)
Effect of change in risk-free rate and inflation rate factor (3,873) 2,644
Liabilities settled (780) (1,080)
Balance, end of period $ 57,028 $ 60,894
Current decommissioning liability $ 1,214 § 2,000
Non-current decommissioning liability $ 55,814  $ 58,894

Contractual maturities

The following table details the undiscounted cash flows and contractual maturities

Performance Awards, lease liability and financing liability, as at September 30, 2021:

Payments due by period

of the Corporation’s

Three

months
($ millions) Total 2021 2022 2023 2024 2025 Beyond
Performance Awards $ 17.3 $ - % 56 § 6.0 § 57 % - 3 -
Lease liability 2.5 0.1 0.4 0.4 0.4 0.4 0.8
Financing liability 165.5 3.0 12.0 12.0 12.1 12.0 114.4

Total fixed payments

$ 1853 $ 31§ 180 $ 184 $ 182 $ 124 $ 1152
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11. Income taxes

Three months ended Nine months ended
September 30 September 30
2021 2020 2021 2020
Income tax (expense) recovery $ 9,476) $ 6,99 § (12,202) § 92,408

Income tax (expense) recovery is recognized based on management’s best estimate of the weighted average annual
income tax rate expected for the full financial year.

12. Share capital
(a) Authorized
The Corporation is authorized to issue an unlimited number of shares without nominal or par value.

(b) Issued

Common Shares Amount
Balance at December 31, 2019 186,910,848 $ 2,349,703
Shares issued on Performance Share Unit settlements 1,201,949 -
Contributed surplus transferred on Performance Share Unit settlements - 10,944
Balance at December 31, 2020 188,112,797 § 2,360,647
Shares issued on Performance Share Unit settlements 2,716,179 -
Contributed surplus transferred on Performance Share Unit settlements - 10,069
Balance at September 30, 2021 190,828,976 $ 2,370,716
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13. Non-controlling interest (“NCI”)
Entropy

At December 31, 2020, Advantage owned 100% of Entropy, a private corporation engaged in commercializing carbon
capture and storage (“CCS”) technology.

On May 5, 2021, Entropy issued common shares to Allardyce Bower Holdings Inc. (“ABC”) in exchange for
intellectual property, resulting in Advantage and ABC owning 90% and 10% of Entropy, respectively. Advantage has
recognized a non-controlling interest in shareholders’ equity, representing the carrying value of the 10% shareholding
of Entropy held by outside interests.

14. Long-term compensation plans

(a) Restricted and Performance Award Incentive Plan — Performance Share Units

Under the Restricted and Performance Award Incentive Plan, service providers can be granted two types of equity
incentive awards: Restricted Share Units and Performance Share Units. As at September 30, 2021, no Restricted
Share Units have been granted. Performance Share Units vest on the third anniversary of the grant date and are
subject to a Payout Multiplier that is determined based on the achievement of corporate performance measures
during that three-year period, as approved by the Board of Directors.

The following table is a continuity of Performance Share Units:

Performance Share Units

Balance at December 31, 2019 3,947,576
Granted 2,119,061
Settled (664,496)
Forfeited (158,543)
Balance at December 31, 2020 5,243,598
Granted 1,247,026
Settled (1,549,658)
Forfeited (60,282)
Balance at September 30, 2021 4,880,684

During April 2021, 1,549,658 Performance Share Units matured and were settled with the issuance of 2,716,179
common shares and $0.7 million of cash consideration.

(b) Share-based compensation expense

Share-based compensation recognized for the three and nine months ended September 30, 2021 and 2020 is as

follows:
Three months ended Nine months ended
September 30 September 30
2021 2020 2021 2020

Share-based compensation 1,741 1,741 5,025 6,135
Capitalized (557) (607) (1,490) (2,141)
Cash settled awards - - (682) -
Share-based compensation expense $ 1,184 $ 1,134 $ 2,853 $ 3,994
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14. Long-term compensation plans (continued)

(c) Performance Award Incentive Plan - Performance Awards

Under the Performance Award Incentive Plan, service providers can be granted cash Performance Awards. Such
grants vest on the third anniversary of the grant date and are subject to a Payout Multiplier that is determined
based on the achievement of corporate performance measures during that three-year period, as approved by the
Board of Directors. Performance Awards are expensed to general and administrative expense with the recording
of a liability (note 10) until eventually settled in cash.

The following table is a continuity of the Corporation’s liability related to outstanding Performance Awards:

Nine months ended Year ended

September 30, 2021 December 31, 2020
Balance, beginning of the year $ 4,620 $ 1,252
Performance Award expense 3,817 3,339
Interest expense 46 29
Balance, end of period $ 8,483 $ 4,620
Current $ 4,609 $ -
Non-current $ 3,874 3 4,620

(d) Deferred Share Units

Deferred Share Units are issued to Directors of the Corporation. Each Deferred Share Unit entitles participants
to receive cash equal to the share market price of the equivalent number of shares of the Corporation. All
Deferred Share Units vest immediately upon grant and become payable upon retitement of the Director from
the Board.

The following table is a continuity of Deferred Share Units:

Deferred Share Units
Balance at December 31, 2019 441,863
Granted 187,467
Balance at December 31, 2020 629,330
Granted 89,615
Settled (90,377)
Balance at September 30, 2021 628,568

The expense related to Deferred Share Units is calculated using the fair value method based on the Corporation’s
share market price at the end of each reporting period and is charged to general and administrative expense. The
following table is a continuity of the Corporation’s liability related to outstanding Deferred Share Units included
in trade and other accrued liabilities:

Nine months ended Year ended

September 30, 2021 December 31, 2020
Balance, beginning of the year $ 1,076 $ 1,215
Granted 313 364
Revaluation of outstanding Deferred Share Units 2,954 (503)
Settled (320) -
Balance, end of period $ 4,023 $ 1,076
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15. Net income (loss) per share attributable to Advantage shareholders

16.

The calculations of basic and diluted net income (loss) per share are derived from both net income (loss) attributable
to Advantage shareholders and weighted average shares outstanding, calculated as follows:

Three months ended Nine months ended
September 30 September 30
2021 2020 2021 2020
Net income (loss) attributable to
Advantage shareholders
Basic and diluted $ 43,188 § (21,606) $ 51,488 $ (308,213)
Weighted average shares outstanding
Basic 190,828,976 188,112,797 189,824,089 187,643,423
Performance Share Units® 8,526,599 - 8,526,599 -
Diluted 199,355,575 188,112,797 198,350,688 187,043,423
Net income (loss) per share attributable
to Advantage shareholders
Basic $ 023 $ 0.11) % 027 % (1.64)
Diluted $ 022 % 0.11) $ 026 § (1.64)

M Performance Share Units are excluded from the diluted calculation when the Corporation is in a net loss position (note 14(a)).

Revenues

Advantage’s revenue is comprised of natural gas, crude oil, condensate and NGLs sales to multiple customers. For
the three and nine months ended September 30, 2021 and 2020, petroleum and natural gas sales from production
was as follows:

Three months ended Nine months ended
September 30 September 30
2021 2020 2021 2020
Natural gas $ 106,174  $ 45012 $§ 260314 $ 134,333
Crude oil 8,440 7,086 24,386 15,962
Condensate 7,025 2,764 16,286 9,065
NGLs 12,715 5,201 31,794 12,522
Total $ 134,354 $ 60,063 $ 332,780 $ 171,882

At September 30, 2021, receivables from contracts with customers, which are included in trade and other receivables,
were $50.1 million (December 31, 2020 — $27.1 million).
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17. Supplementary cash flow information

18.

Changes in non-cash working capital is comprised of:

Three months ended
September 30
2021 2020

Nine months ended
September 30
2021 2020

Source (use) of cash:

Trade and other receivables $ (17,999) $ (4,766) $ (23,254) § 6,780
Prepaid expense and deposits (1,756) (390) (2,859) (2,242)
Trade and other accrued liabilities 1,472 9,575 22,787 (11,267)
Performance Awards 1,481 982 3,863 2,375
Deferred revenue - 6,604 - 6,604
Project funding (4,733) - (9,533) -
$ (21,535) $ 11,999 % (8,996) $ 2,250
Related to operating activities $ (15,927) $ 1,967 § (7,129)  $ (1,999)
Related to financing activities - - - -
Related to investing activities (5,608) 10,032 (1,867) 4,249
$ (21,535) $ 11,999 $ (8,996) $ 2,250
Cash interest paid $ 4,756 § 3250 % 15,482 § 11,841
Cash income taxes paid $ - 9 - 3 - 9 -

Commitments

At September 30, 2021 Advantage had commitments relating to building operating cost of $2.4 million, processing

commitments of $60.3 million and transportation commitments of $444.8 million. The estimated remaining payments

are as follows:

Payments due by period

Three

months
($ millions) 2021 2022 2023 2024 2025 Beyond
Building operating cost ® 2.4 $ 01 $ 04 $ 04 % 04 § 04 % 0.7
Processing 60.3 0.7 59 7.9 10.0 9.5 26.3
Transportation 444.8 14.3 62.1 57.5 55.0 53.3 202.6
Total commitments $ 151 $ 684 $ 658 $ 654 $ 632 $ 229.6

™ Excludes fixed lease payments which are included in the Corporation’s lease liability.
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ABBREVIATIONS

Crude Oil and Natural Gas Liquids Natural Gas

bbl barrel Mcf thousand cubic feet

bbls barrels MMcf million cubic feet

Mbbls thousand barrels bef/d billion cubic feet per day

NGLs natural gas liquids Mcf/d thousand cubic feet per day

BOE or boe  barrel of oil equivalent MMecf/d  million cubic feet per day

Mboe thousand barrels of oil equivalent Mcfe thousand cubic feet of natural gas equivalent, using the

ratio of 6 Mcf of natural gas being equivalent to one bbl
of oil

MMboe million barrels of oil equivalent MMcfe/d  million cubic feet of natural gas equivalent per day

boe/d barrels of oil equivalent per day =~ MMbtu million British Thermal Units

bbls/d barrels of oil per day MMbtu/d  million British Thermal Units per day

GJ/d Gigajoules per day
Other

AECO a notional market point on the NGTL system, located at the AECO ‘C” hub in Southeastern Alberta,
where the purchase and sale of natural gas is transacted

CDOR means “Canadian Dollar Offered Rate”

Henry Hub a central delivery location, located near Louisiana’s Gulf Coast connecting several intrastate and interstate
pipelines, that serves as the official delivery location for futures contracts on the NYMEX

MSW means “Mixed Sweet Blend”, the reference price paid for conventionally produced light sweet crude oil at
Edmonton, Alberta

PIM a regional transmission organization that coordinates the movement of wholesale electricity in the Mid
Atlantic region of the US

WTI means “West Texas Intermediate”, the reference price paid in U.S. dollars at Cushing, Oklahoma for the

crude oil standard grade
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