PARAMOUNT RESOURCES LTD.
BOARD OF DIRECTORS
MANDATE
(Adopted by the Board of Directors on May 19, 2005)
A.

INTRODUCTION

The Board of Directors (the “Board”) has the responsibility for the overall stewardship of the conduct of
the business of the Corporation and the activities of management, which is responsible for the day-to-day
conduct of the business. The Board's fundamental objectives are to enhance and preserve long-term
shareholder value, to ensure the Corporation meets its obligations on an ongoing basis and that the
Corporation operates in a reliable and safe manner. In performing its functions, the Board should also
consider the legitimate interests its other stakeholders such as employees, customers and communities
may have in the Corporation. In overseeing the conduct of the business, the Board, through the Chief
Executive Officer, shall set the standards of conduct for the Corporation.
B.

PROCEDURES AND ORGANIZATION

The Board operates by delegating certain of its powers to management and by reserving certain powers
to itself. The Board retains the responsibility for managing its own affairs including selecting its Chair,
nominating candidates for election to the Board, constituting committees of the Board and determining
Director compensation. Subject to the Articles and By-Laws of the Corporation and the Business
Corporations Act, Alberta (the “Act”), the Board may constitute, seek the advice of and delegate powers,
duties and responsibilities to committees of the Board.
C.

DUTIES AND RESPONSIBILITIES

The Board's principal duties and responsibilities fall into a number of categories which are outlined below.
1.

Legal Requirements
(a)

The Board has the responsibility to ensure that legal requirements have been met and
documents and records have been properly prepared, approved and maintained;

(b)

The Board has the statutory responsibility to:

(c)

(I)

manage the business and affairs of the Corporation;

(II)

act honestly and in good faith with a view to the best interests of the Corporation;

(III)

exercise the care, diligence and skill that reasonable, prudent people would
exercise in comparable circumstances; and

(IV)

act in accordance with its obligations contained in the Business Corporations Act,
Alberta and the regulations thereto, the Corporation's Articles and By-Laws,
securities legislation of each province and territory of Canada, and other relevant
legislation and regulations;

The Board has the statutory responsibility for considering the following matters as a full
Board which in law may not be delegated to management or to a committee of the Board:
(I)

any submission to the shareholders of a question or matter requiring the approval
of the shareholders;
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(II)

the filling of a vacancy among the directors or in the office of auditor;

(III)

the issuance of securities;

(IV)

the declaration of dividends;

(V)

the purchase, redemption or any other form of acquisition of shares issued by the
Corporation;

(VI)

the payment of a commission to any person in consideration of his/her
purchasing or agreeing to purchase shares of the Corporation from the
Corporation or from any other person, or procuring or agreeing to procure
purchasers for any such shares;

(VII)

the approval of management proxy circulars;

(VIII)

the approval of the annual financial statements of the Corporation, MD&A and
AIF; and

(IX)

the adoption, amendment or repeal of By-Laws of the Corporation.

Independence
The Board has the responsibility to ensure that appropriate structures and procedures are in
place to facilitate the Board to function independently of management. In this regard, the Board
shall consist of a majority of “independent directors” 1 as that term is defined in Section 1.4 of

1

1.4
(1)
(2)
(3)

(4)

(5)

(6)

Meaning of Independence -An audit committee member is independent if he or she has no direct or indirect material relationship with the issuer.
For the purposes of subsection (1), a “material relationship” means a relationship which could, in the view of the issuer's
board of directors, be reasonably expected to interfere with the exercise of a member's independent judgement.
Despite subsection (2), the following individuals are considered to have a material relationship with an issuer:
(a)
an individual who is, or has been within the last three years, an employee or executive officer of the issuer:
(b)
an individual whose immediate family member is, or has been within the last three years, an executive officer of
the issuer;
(c)
an individual who:
(i)
is, a partner of a firm that is the issuer’s internal or external auditor;
(ii)
is an employee of that firm; or
(iii)
was within the last three years a partner or employee of that firm and personally worked on the
issuer’s audit within that time.
(d)
an individual whose spouse, minor child or stepchild, or child or stepchild who shares a home with the
individual:
(i)
is a partner of the firm that is the issuer’s internal or external auditor;
(ii)
is an employee of that firm and participates in its audit, assurance or tax compliance (but not tax
planning) practice; or
(iii)
was within the last three years a partner or employee of that firm and personally worked on the
issuer’s audit within that time;
(e)
an individual who, or whose immediate family member, is or has been within the last three years, an executive
officer of an entity if any of the issuer's current executive officers serves or served at the same time on the
entity's compensation committee; and
(f)
an individual who received, or whose immediate family member who is employed as an executive officer of the
issuer received, more than $75,000 in direct compensation from the issuer during any 12 month period within
the last three years.
Despite subsection (3), an individual will not be considered to have a material relationship with the issuer solely because:
(a)
he or she had a relationship identified in subsection (3) if that relationship ended before March 30, 2004; or
(b)
he or she had a relationship identified in subsection (3) by virtue of subsection (8) if that relationship ended
before June 30, 2005.
For the purposes of clauses (3)(c) and (3)(d), a partner does not include a fixed income partner whose interest in the firm
that is the internal or external auditor is limited to the receipt of fixed amounts of compensation (including deferred
compensation) for prior service with that firm if the compensation is not contingent in any way on continued service.
For the purposes of clause (3)(f), direct compensation does not include:
(a)
remuneration for acting as a member of the board of directors or of any board committee of the issuer; and
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Multilateral Instrument 52-110, Audit Committee or such guidelines as may hereafter replace the
same. The independent board members should hold separate, regularly scheduled meetings at
which members of management are not in attendance. In as much as the chair of the Board of
Paramount Resources Ltd. is not independent, an independent director has been appointed as
“lead director.”
3.

Strategy Determination
The Board has the responsibility to ensure there are long-term goals and a strategic planning
process in place for the Corporation and to participate with management directly or through its
committees in developing and approving, as required, the mission of the business of the
Corporation and the strategic plan by which it proposes to achieve its goals, which strategic plan
takes into account, among other things, the opportunities and risks of the Corporation’s business.

4.

Managing Risk
The Board has the responsibility to understand the principal risks of the business in which the
Corporation is engaged, to achieve a proper balance between risks incurred and the potential
return to shareholders, and to ensure that there are appropriate systems in place which
effectively monitor and manage those risks with a view to the long-term viability of the
Corporation.

5.

Division of Responsibilities
The Board has the responsibility to:

6.

(a)

appoint and delegate responsibilities to committees where appropriate to do so; and

(b)

develop position descriptions for:
(I)

the Executive Chair of the Board;

(II)

the lead director;

(III)

the President and Chief Executive Officer; and

(IV)

the Chief Financial Officer.

Appointment, Training and Monitoring Senior Management
The Board has the responsibility to:
(a)

appoint the Chief Executive Officer, to monitor and assess the Chief Executive Officer’s
performance, to determine and approve the Chief Executive Officer’s compensation, and
to provide advice and counsel in the execution of the Chief Executive Officer’s duties;

(b)

approve the appointment and remuneration of all other designated corporate officers,
acting upon the advice of the Chief Executive Officer;

(b)
(7)

(8)

the receipt of fixed amounts of compensation under a retirement plan (including deferred compensation) for
prior service with the issuer if the compensation is not contingent in any way on continued service.
Despite subsection (3) an individual will not be considered to have a material relationship with the issuer solely because
the individual or his or her immediate family member: (a) has previously acted as an interim chief executive officer of the
issuer; or (b) acts, or has previously acted, as a chair or vice-chair of the board of directors or of any board committee of
the issuer on a part-time basis.
For the purpose of section 1.4, an issuer includes a subsidiary entity of the issuer and a parent of the issuer.
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7.

(c)

the extent feasible, to satisfy itself as to the integrity of the Chief Executive Officer and
other corporate officers and that the Chief Executive Officer and other corporate officers
create a culture of integrity throughout the organization;

(d)

ensure that adequate provision has been made to train and develop management and for
the orderly succession of management; and

(e)

ensure that management is aware of the Board’s expectations of management.

Policies, Procedures and Compliance
The Board has the responsibility to:

8.

(a)

ensure that the Corporation operates at all times within applicable laws and regulations
and to the highest ethical and moral standards;

(b)

approve and monitor compliance with significant policies and procedures by which the
Corporation is operated;

(c)

ensure the Corporation sets high environmental standards in its operations and is in
compliance with environmental laws and legislation; and

(d)

ensure the Corporation has in place appropriate programs and policies for the health and
safety of its employees in the workplace.

Reporting and Communication
The Board has the responsibility to:

9.

(a)

ensure the Corporation has in place policies and programs to enable the Corporation to
communicate effectively with its shareholders, other stakeholders and the public
generally;

(b)

ensure that the financial performance of the Corporation is adequately reported to
shareholders, other security holders and regulators on a timely and regular basis;

(c)

ensure that the financial results are reported fairly and in accordance with generally
accepted accounting standards;

(d)

ensure the timely reporting of any other developments that have a significant and
material impact on the value of the Corporation; and

(e)

report annually to shareholders on its stewardship of the affairs of the Corporation for the
preceding year; and

(f)

develop appropriate measures for receiving shareholder feedback.

Monitoring and Acting
The Board has the responsibility to:
(a)

monitor the Corporation's progress towards it goals and objectives and to revise and alter
its direction through management in response to changing circumstances;
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(b)

take action when performance falls short of its goals and objectives or when other special
circumstances warrant;

(c)

ensure that the Corporation has implemented adequate internal control and management
information systems which ensure the effective discharge of its responsibilities; and

(d)

make regular assessments of the Board’s effectiveness, as well as the effectiveness and
contribution of each Board Committee. This responsibility has been delegated to the
Corporate Governance Committee working in conjunction with the Chairman of the
Board.
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