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Notice of No Auditor Review of the Interim Condensed Consolidated Financial Statements 
as at and for the three and nine months ended September 30, 2025 

 
 
Under National Instrument 51-102, Part 4, subsection 4.3 (3)(a), if an auditor has not performed 
a review of the interim condensed consolidated financial statements, they must be accompanied 
by a notice indicating that an auditor has not reviewed the financial statements. 
 
The accompanying unaudited interim condensed consolidated financial statements of the 
Company have been prepared by and are the responsibility of the Company’s management. 
 

The Company’s independent auditor has not performed a review of these financial statements in 
accordance with standards established by the Chartered Professional Accountants of Canada for 
a review of interim financial statements by an entity’s auditor. 
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Arrow Exploration Corp. 
Interim Consolidated Statements of Financial Position  
In United States Dollars 
(Unaudited) 

 

As at Notes  September 30, 2025  December 31, 2024 

ASSETS      
Current assets       
Cash   $ 6,370,539 $ 18,837,784 
Restricted cash and deposits 3  283,973  238,141 
Trade and other receivables 4  3,719,990  3,830,215 
Taxes receivable 5  6,565,898  2,656,926 
Deposits and prepaid expenses    261,935  232,730 
Inventory   57,116  177,400 

   17,259,451  25,973,196 

Non-current assets      
Restricted cash and deposits 3  152,617  167,545 
Exploration and evaluation assets 6  6,526,028  142,995 
Property and equipment  7  69,746,169  54,984,998 

Total Assets  $ 93,684,265 $ 81,268,734 

      
LIABILITIES AND SHAREHOLDERS’ 
EQUITY 

     

Current Liabilities      
Accounts payable and accrued liabilities  $ 15,789,606 $ 8,504,332 
Lease obligation 8  57,185  44,639 
Income taxes   595,239  4,294,109 
Stock based compensation liability 10  643,558  1,483,947 

   17,085,588  14,327,027 

Non-current liabilities      
Lease obligations 8  137,132  174,767 
Other liabilities    546,349  610,059 
Deferred income taxes   10,511,892  6,832,229 
Decommissioning liability 9  7,519,075  6,307,659 

Total liabilities   35,800,036  28,251,741 

      
Shareholders' equity       
Share capital  10  73,829,795  73,829,795 
Contributed surplus   856,093  856,093 
Deficit   (15,952,180)  (20,770,894) 
Accumulated other comprehensive loss   (849,479)  (898,001) 

Total shareholders’ equity   57,884,229  53,016,993 

Total liabilities and shareholders’ equity  $ 93,684,265 $ 81,268,734 
 
Commitments and contingencies (Note 11) 
 

The accompanying notes are an integral part of these interim consolidated financial statements. 
 

On behalf of the Board: 
     
 signed “Gage Jull”       Director      signed “Grant Carnie”          Director 
Gage Jull     Grant Carnie 
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Arrow Exploration Corp. 
Interim Condensed Consolidated Statements of Operations and Comprehensive Income  
In United States Dollars  
(Unaudited) 

 
 

  For the three months ended 
September 30 

 For the nine months ended 
September 30 

 Notes 2025  2024  2025  2024 
         
Revenue         

Oil and natural gas   $    20,971,892  $  24,031,829  $    61,057,319  $   57,592,614 
Royalties  (2,427,918)  (2,731,714)  (7,138,282)  (6,741,212) 

  18,543,974  21,300,115  53,919,037  50,851,402 

         
Expenses         

Operating  4,645,076  2,252,602  16,662,522  6,797,194 
Administrative  2,834,708  2,862,620  9,488,066  9,258,119 
Share based payments 10 451,048  144,050  207,418  555,173 
Financing costs:         

Accretion 9 78,139  46,144  219,185  124,883 
Interest 8 6,974  7,333  21,509  24,604 
Other  90,489  51,202  93,685  192,382 

Foreign exchange (gain) loss  222,258  277,204  (876,455)  149,817 
Depletion and depreciation  7 5,703,343  4,681,591  15,404,004  11,475,258 
Impairment loss  7 -  -  -  1,542,000 

    Other expense (income)  (1,446)  -  -  - 

  14,030,589  10,322,745  41,219,934  30,119,431 

         
Income before taxes  4,513,385  10,977,370  12,699,103  20,731,971 
         
Income taxes          

Current  1,305,646  5,927,455  4,200,727  11,146,403 
Deferred  118,055  (1,618,578)  3,679,662  (1,507,477) 

  1,423,701  4,308,877  7,880,389  9,638,926 

         
Net income for the period  3,089,684  6,668,493  4,818,714  11,093,045 
         
Other comprehensive gain (loss)         

Foreign currency translation  61,242  95,203  48,522  (130,721) 

Total other comprehensive gain (loss)  61,242  95,203  48,522  (130,721) 

         
Total comprehensive income for the 

period 
  

      $  3,150,926 
  

$   6,763,696 
  

    $   4,867,236       
  

$  10,962,324 
         
Net income per share         

- basic   $               0.01  $               0.02  $               0.02  $              0.04 
- Diluted  $               0.01  $               0.02  $               0.02  $              0.03 

         

         
Weighted average shares outstanding 

- Basic   285,864,348  285,864,348  285,864,348  285,864,348 

- Diluted  289,719,564  292,536,147  292,991,907  291,542,735 

         

         
 

The accompanying notes are an integral part of these interim consolidated financial statements. 
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Arrow Exploration Corp. 
Interim Condensed Statements of Changes in Shareholders’ Equity 
In United States Dollars 
(Unaudited) 

 
   

Share Capital 
 Contributed 

Surplus 
 Accumulated other 

comprehensive loss 
   

Deficit 
  

Total Equity 

           
Balance January 1, 2025 $ 73,829,795 $ 856,093 $ (898,001) $ (20,770,894) $ 53,016,993 
           
Net income for the period  -  -  -  4,818,714  4,818,714 
           
Other comprehensive income  -  -  48,522  -  48,522 

    Total comprehensive income   -  -  48,522  4,818,714  4,867,263 
           

Balance September 30, 2025 $ 73,829,795  856,093  (849,479)  (15,952,180)  57,884,229 
           

 
 
 
 

   
Share Capital 

 Contributed 
Surplus 

 Accumulated other 
comprehensive loss 

   
Deficit 

  
Total Equity 

           
Balance January 1, 2024 $ 73,829,795 $ 2,161,945 $ (536,322) $ (33,945,895) $ 41,509,523 
           
Net income for the period  -  -  -  11,093,045  11,093,045 
           
Other comprehensive loss  -  -  (130,721)  -  (130,721) 

    Total comprehensive loss  -  -  (130,721)  11,093,045  10,962,324 
           
Share-based compensation  -  555,173  -  -  555,173 
           

Balance September 30, 2024 $ 73,829,795 $ 2,717,118 $ (667,043) $ (22,852,850) $ 53,027,020 
           

 
The accompanying notes are an integral part of these interim consolidated financial statements. 
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Arrow Exploration Corp. 
Interim Condensed Consolidated Statements of Cash Flows 
In United States Dollars 
(Unaudited) 

   
For the nine months ended September 30, Notes 2025 2024 

    
Cash flows provided by operating activities:    

Net income   $      4,818,714 $    11,093,045 
Items not involving cash:    

 Deferred taxes  3,679,662 (1,507,477) 
 Share-based compensation expense 10 207,418 555,173 
 Depletion and depreciation 7 15,404,004 11,475,258 
 Interest on leases 8 21,509 24,604 
 Accretion 9 219,185 124,883 
 Unrealized foreign exchange (gain)/loss  (57,759) (44,473) 

     Impairment loss  - 1,542,000 
Changes in non-cash working capital balances:    

Restricted cash and deposits  (30,904) 426,591 
Trade and other receivables  110,225 (374,777) 
Taxes receivable  (3,908,971) 2,409,113 
Deposits and prepaid expenses  (29,205) (35,274) 
Inventory  120,284 441,715 
Income tax payable  (3,698,869) 2,633,943 
Accounts payable and accrued liabilities  9,385,252 610,696  

Stock based payments 10 (1,093,715) - 
Settlement of decommissioning obligations and other 
liabilities 

 
9 (84,638) (162,662) 

Cash provided by operating activities  25,062,192 29,212,358 

    
Cash flows used in investing activities:    

Additions to exploration and evaluation assets 6 (6,383,033) (1,442,094) 
Additions to property and equipment 7 (29,054,924) (20,750,421) 
Changes in non-cash working capital  (2,099,977) (2,529,254) 

Cash flows used in investing activities  (37,537,934) (24,721,769) 

    
Cash flows used in financing activities:    

Lease payments 8 (53,814) (49,411) 

Cash flows used in financing activities  (53,814) (49,411) 

    
Effect of changes in the exchange rate on cash   62,311 (39,753) 
Increase (decrease) in cash   (12,467,245) 4,401,425 
Cash, beginning of period  18,837,784 12,135,376 

Cash, end of period  6,370,539 16,536,801 

    
Supplemental information    

Interest paid  $                       - $                           - 
Taxes paid  $      3,905,567   $          1,430,337   

 

The accompanying notes are an integral part of these interim consolidated financial statements. 



 

Arrow Exploration Corp. 
Notes to the Interim Condensed Consolidated Financial Statements 
In United States Dollars 
(Unaudited) 

 
September 30, 2025 
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1. Corporate Information 
 

 

Arrow Exploration Corp. (“Arrow” or “the Company”) is a public junior oil and gas company engaged in the 
acquisition, exploration and development of oil and gas properties in Colombia and in Western Canada. The 
Company’s shares trade on the TSX Venture Exchange and the AIM Market of the London Stock Exchange plc 
under the symbol AXL. The head office of Arrow is located at 203, 2303 – 4th Street SW, Calgary, Alberta, 
Canada, T2S 2S7 and the registered office is located at 600, 815 8th Avenue SW, Calgary, Alberta, Canada, T2P 
3P2. 

 
 
 

2. Basis of Presentation 
 

 

Statement of compliance 
These interim condensed consolidated financial statements (the “Financial Statements”) have been prepared 
in accordance with International Accounting Standard (“IAS”) 34 Interim Financial Reporting. These Financial 
Statements were authorized for issue by the board of directors of the Company on November 26, 2025. They 
do not contain all disclosures required by International Financial Reporting Standards (“IFRS”) for annual 
financial statements and, accordingly, should be read in conjunction with the audited consolidated financial 
statements as at December 31, 2024.  
 
These Financial Statements have been prepared on the historical cost basis, except for financial assets and 
liabilities recorded in accordance with IFRS 9. The Financial Statements have been prepared using the same 
accounting policies and methods as the consolidated financial statements for the year ended December 31, 
2024. In preparing these condensed consolidated financial statements, the significant judgements made by 
management in applying the group’s accounting policies and the key sources of estimation uncertainty were 
the same as those that applied to the consolidated financial statements for the year ended December 31, 
2024. 

 

 
3.  Restricted Cash and deposits 

 
 

  September 30,  
2025 

 December 31, 
2024 

     

Colombia (i) $ 303,674 $ 275,949 
Canada  132,916  129,737 

Sub-total  436,590  405,686 
  Long-term portion   (152,617)  (167,545) 

  Current portion of restricted cash and deposits $ 283,973 $ 238,141 
 

(i) This balance is comprised of a deposit held as collateral to guarantee abandonment expenditures related to its Colombian 
blocks. 

  



 

Arrow Exploration Corp. 
Notes to the Interim Condensed Consolidated Financial Statements 
In United States Dollars 
(Unaudited) 

 
September 30, 2025 
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4.  Trade and other receivables 
 

 
 

  September 30,  
2025 

 December 31, 
2024 

     

Trade receivables, net of advances $ 105,049 $ 1,926,176 
Other accounts receivable  3,614,940  1,904,039 

 $ 3,719,990 $ 3,830,215 

 
As at September 30, 2025, other accounts receivable include $729,561 (December 31, 2024 – $699,880) 
receivable from on demand loans with executives and directors. 

 

 
5.  Taxes receivable 

 
 

  September 30,  
2025 

 December 31, 
2024 

     

Value-added tax (VAT) credits recoverable $ 4,211,243 $ 1,738,536 
Income tax withholdings and advances, net  2,354,655  918,390 

 $ 6,565,898 $ 2,656,926 

 
The VAT recoverable balance pertains to non-compensated value-added tax credits originated in Colombia as 
operational and capital expenditures are incurred. The Company is entitled to compensate or claim for the 
reimbursement of these VAT credits.  

 

 
6. Exploration and Evaluation 

 
 

  September 30,  
2025 

 December 31,  
2024 

     

Balance, beginning of the period $ 142,995 $ - 
Additions  6,383,033  3,818,279 
Reclassification to Property and Equipment (Note 8)  -  (3,675,284) 

Balance, end of the period $ 6,526,028 $ 142,995 

 
As at September 30, 2025, no indicators of impairment were identified in the Company’s exploration and 
evaluation assets. During 2024, the Company incurred in geological and geophysical costs in its Carrizales 
Norte prospect located, and determined the technical feasibility and commercial viability of these assets, 
transferring $3,675,284 to its property and equipment.  An impairment test on these assets was prepared 
and no losses were identified as a result of such tests.    



 

Arrow Exploration Corp. 
Notes to the Interim Condensed Consolidated Financial Statements 
In United States Dollars 
(Unaudited) 

 
September 30, 2025 
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7. Property and Equipment  
 
 

 
Cost 

Oil and Gas 
Properties 

Right of Use and 
Other Assets 

 
Total 

Balance, December 31, 2023 $  75,292,865 $     544,217 $     75,837,082 
Additions 27,295,956 6,908 27,302,864 
Adjustment to ROU assets - (53,543) (53,543) 
Transfers from exploration of evaluation assets 3,675,284 - 3,675,284 
Decommissioning adjustment 2,702,058 - 2,702,058 

Balance, December 31, 2024 $108,966,163 $     497,582 $   109,463,745 

Additions 29,054,924 - 29,054,924 
Decommissioning adjustment 1,005,110 - 1,005,110 

Balance, September 30, 2025 $139,026,197 $     497,582 $   139,523,779 
 

Accumulated depletion and depreciation and 
impairment 

Oil and Gas 
Properties 

Right of Use and 
Other Assets 

 
Total 

Balance, December 31, 2023 $  37,074,320 $     227,142 $    37,301,462 
Depletion and depreciation 17,448,880 86,935 17,535,815 
Impairment reversal (662,753) - (662,753) 

Balance, December 31, 2024 $  53,860,447  $     314,077  $    54,174,524 
Depletion and depreciation 15,354,688 49,316 15,404,004 

Balance, September 30, 2025 $  69,215,135 $     363,393 $    69,578,528 

 
Foreign exchange    

Balance December 31, 2023 $      (161,237)            $        (3,022)       $        (164,259) 
Effects of movements in foreign  

       exchange rates 
 

(122,332) 
 

(17,632) 
 

(139,964) 

Balance, December 31, 2024 $      (283,569) $      (20,654) $        (304,223) 

Effects of movements in foreign  
       exchange rates 

 
100,288 

 
4,853 

 
105,141 

Balance, September 30, 2025 $      (183,281) $      (15,801) $        (199,082) 
 

Net Book Value    
Balance December 31, 2024 $   54,822,147 $     162,851 $    54,984,998 
Balance September 30, 2025 $   69,627,781 $     118,388 $    69,746,169 

 
Canada 
As at September 30, 2025 and 2024, no indicators of impairment were identified in the Company’s property 
and equipment. As at December 31, 2024, the Company determined there were indicators of impairment 
reversal in its Canada CGU. Management determined the recoverable amount of its Canada CGU using the 
fair value less costs of disposal approach.  As at June 30, 2024, the Company determined there were indicators 
of impairment in its Canada CGU, mainly due to decreases in gas prices, and prepared estimates of its fair 
value less costs of disposal of its Canada CGU. It was determined that carrying value of its Canada CGU 
exceeded its recoverable amount and, therefore, an impairment loss of $1,542,000 was included in the 
interim consolidated statements of operations and comprehensive income for the nine months ended 
September 30, 2024. 

  



 

Arrow Exploration Corp. 
Notes to the Interim Condensed Consolidated Financial Statements 
In United States Dollars 
(Unaudited) 

 
September 30, 2025 
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8. Lease Obligations  
 
 

A reconciliation of the discounted lease obligation is set forth below:  
 

  2025 2024 

Obligation, beginning of the period              219,406         320,593 
Changes to leases  - (53,943) 
Lease payments   (53,814) (57,807) 
Interest  21,509 31,846 
Effects of movements in foreign exchange rates  7,216 (21,683) 

Obligation, end of the period  194,317 219,406 
Current portion  (57,185) (44,639) 

Long-term portion  137,132 174,767 
 

During 2024, the Company recognized the impact of a change in payment terms of its office lease and recognized 
a decrease in lease liabilities and ROU assets for $ 53,943. As at September 30, 2025, the Company has the 
following future lease obligations: 
 

Less than one year   74,197 
2 – 5 years   222,255 

Total lease payments    296,452 
Amounts representing interest over the term   (102,135) 

Present value of the net obligation   194,317 
 

 
9. Decommissioning Liability  
 
 

The following table presents the reconciliation of the beginning and ending aggregate carrying amount of the 
obligation associated with the decommissioning of oil and gas properties:  

 

 
 September 30,  

2025 
 December 31,  

2024 

Obligation, beginning of the period 6,307,659  3,973,075 
Additions 1,232,560  1,467,282 
Change in estimated cash flows (227,451)  843,978 
Payments or settlements (27,857)  (110,263) 
Accretion expense 219,185  178,296 
Effects of movements in foreign exchange rates 14,979  (44,709)  
Obligation, end of the period 7,519,075  6,307,659 

 
The obligation was calculated using a risk-free discount rate range of 2.50% to 3.75% in Canada (2024: 1.25% 
to 4.50%) and between 4.43% and 4.60% in Colombia (2024: 4.30% and 4.60%) with an inflation rate of 2.0% 
and 1.90%, respectively (2024: 2.0% and 1.9%). The majority of costs are expected to occur between 2026 
and 2038. The undiscounted amount of cash flows, required over the estimated reserve life of the underlying 
assets, to settle the obligation, adjusted for inflation, is estimated at $9,166,067 (2024: $8,155,704). 
 
 
 



 

Arrow Exploration Corp. 
Notes to the Interim Condensed Consolidated Financial Statements 
In United States Dollars 
(Unaudited) 

 
September 30, 2025 
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10. Share Capital 
 

 

(a) Authorized: Unlimited number of common shares without par value 
 

(b) Issued: 

 September 30, 2025 December 31, 2024 

Common shares Shares Amounts Shares Amounts 

Balance at beginning and end of the period 285,864,348 73,829,795 285,864,348 73,829,795 

 
(c) Stock options: 

The Company has a stock option plan that provides for the issuance to its directors, officers and employees 
options to purchase non-transferable common shares not exceeding 10% of the outstanding common 
shares. The exercise price is based on the closing price of the Company’s common shares on the day prior 
to the day of the grant. A summary of the Company stock option plan as at September 30, 2025 and 
December 31, 2024 and changes during the periods ended on those dates is presented below: 

 
 September 30, 2025 December 31, 2024 

Stock Options 
Number of 

options 

Weighted 
average 

exercise price 
(CAD $) 

Number of 
options 

Weighted 
average 

exercise price 
(CAD $) 

Beginning of period 24,795,002 $0.32 20,531,668 $0.18 
Granted - - 14,176,108 $0.27 
Expired/Forfeited (822,222) $0.41 (2,433,333) $0.12 
Expired after vesting (100,000) $0.38 - - 
Exercised (6,676,112) $0.19 (7,479,441) $0.11 

End of period 17,196,668 $0.36 24,795,002 $0.32 

Exercisable, end of period 7,066,115 $0.29 8,442,778 $0.42 

 

Date of Grant 
Number 

Outstanding 

Exercise 
Price 

(CAD $) 

Weighted  
Average 

Remaining 
Contractual 

Life 
Date of 
Expiry 

Number 
Exercisable 

September 30, 
2025 

October 22, 2018  250,000 $1.15 3.06 Oct. 22, 2028 250,000 

May 3, 2019  100,000 $0.31 3.57 May 3, 2029 100,000 

March 20, 2020 900,000 $0.05 4.47 Mar. 20, 2030 900,000 

April 13, 2020 900,000 $0.05 4.53 April 13, 2030 900,000 

September 9, 2022 133,334 $0.28 0..19 Dec. 9, 2023, 2024 and 2025 133,334 

September 7, 2022 416,668 $0.26 0.43 Mar. 7, 2024, 2025 and 2026 416,668 

December 21, 2022 1,681,667 $0.28 0.72 Sept. 21, 2024, 2025 and 2026 - 

January 23, 2023 50,000 $0.32 0.81 July 23, 2024, 2025 and 2026 - 

September 21, 2023 666,667 $0.33 0.47 Mar. 21, 2025, 2026 and 2027 333,333 

April 29, 2024 8,243,888 $0.28 0.08 Oct.29 2025, 2026 and 2027 2,747,962 

September 11, 2024 3,854,444 $0.48 0.44 Mar.11 2026, 2027 and 2028 1,284,818 

Total 17,196,668 $0.36 1.50 years  7,066,115 

 
For the nine months ended September 30, 2025, the Company has recognized shared-based compensation 
expense of $207,418 (2024: $101,278) corresponding to the progressive vesting and fair market value of 
options, increasing the stock based compensation liability in the same amount (2024: increasing contributed 

surplus), and paid $1,093,715 from cashless exercising of vested options (2024: nil). 
 



 

Arrow Exploration Corp. 
Notes to the Interim Condensed Consolidated Financial Statements 
In United States Dollars 
(Unaudited) 

 
September 30, 2025 
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11. Commitments and Contingencies 
 

 

Exploration and Production Contracts  

The Company has entered into a number of exploration contracts in Colombia which require the Company to 
fulfill work program commitments and issue financial guarantees related thereto (see Letters of Credit section 
below). The Company’s exploration and production contractual commitments as at September 30, 2025 are: 

Block  Less than 1 year 1-3 years Thereafter Total 

COR-39  - 12,000,000 - 12,000,000 

Total  - 
  

12,000,000 - 12,000,000 

 
Contingencies 

From time to time, the Company may be involved in litigation or has claims sought against it in the normal 
course of business operations. Management of the Company is not currently aware of any claims or actions 
that would materially affect the Company’s reported financial position or results from operations. Under the 
terms of certain agreements and the Company's by-laws the Company indemnifies individuals who have acted 
at the Company's request to be a director and/or officer of the Company, to the extent permitted by law, 
against any and all damages, liabilities, costs, charges or expenses suffered by or incurred by those individuals.  

Letters of Credit  

At September 30, 2025, the Company had obligations under Letters of Credit (“LC’s”) outstanding totaling 
$3.6 million to guarantee work commitments on exploration blocks and other contractual commitments. In 
the event the Company fails to secure the renewal of the letters of credit underlying the ANH guarantees, the 
ANH could decide to cancel the underlying exploration and production contract, as applicable. 

Current Outstanding Letters of Credit 

            

Contract Beneficiary Issuer Type 
Amount  

(US $) Renewal Date 

SANTA ISABEL 
ANH AESC  Abandonment 685,297 April 14, 2026 

ANH AESC Financial Capacity 1,672,162 December 30, 2025 

COR – 39 ANH AESC Compliance 100,000 December 30, 2025 

OMBU  
ANH AESC Financial Capacity 436,300 April 14, 2026 

ANH AESC Abandonment 708,119 August 28, 2026 

Total    3,601,878  
 

 
12. Risk Management 
 

 

The Company holds various forms of financial instruments. The nature of these instruments and the 
Company’s operations expose the Company to commodity price, credit and foreign exchange risks. The 
Company manages its exposure to these risks by operating in a manner that minimizes its exposure to the 
extent practical. 
 
(a) Commodity price risk 

The Company’s principal operation is the production and sale of crude oil and  natural gas. Fluctuations 
in prices of these commodities directly impact the Company’s financial performance. Commodity price 
risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result 
of changes in commodity prices.  Lower commodity prices can also impact the Company’s ability to raise 
capital. Commodity prices for crude oil are impacted by world economic events that dictate the levels 
of supply and demand.  There were no derivative contracts during 2025. 



 

Arrow Exploration Corp. 
Notes to the Interim Condensed Consolidated Financial Statements 
In United States Dollars 
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September 30, 2025 
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(b) Credit Risk 
Credit risk reflects the risk of financial loss to the Company if a customer or counterparty to a contract 
fails to fulfill their contractual obligations. It arises mostly from the Company’s cash balances and 
accounts receivable. The Company’s cash balances are held with six counterparties, large reputable 
financial institutions, and management has therefore concluded that credit associated is low. The 
majority of the Company’s account receivable balances relate to petroleum and natural gas sales.  The 
Company’s policy is to enter into agreements with customers that are well established entities in the oil 
and gas industry such that the level of risk is mitigated. In Colombia, a significant portion of the sales is 
with producing companies and commodities trader under existing sale/offtake agreements with 
prepayment provisions and priced using the Brent benchmark. The Company’s trade account receivables 
primarily relate to sales of crude oil and natural gas, which are normally collected within 25 days (in 
Canada) and up to 15 days (in Colombia) after the month of production.  Other accounts receivable 
mainly relate to balances owed by the Company’s partner in one of its blocks, and are mainly recoverable 
through joint billings. The Company has historically not experienced any significant collection issues with 
its customers and partners. 
 

(c) Market Risk 
Market risk is comprised of two components: foreign currency exchange risk and interest rate risk. 
 

i) Foreign Currency Exchange Risk 
The Company operates on an international basis and therefore foreign exchange risk 
exposures arise from transactions denominated in currencies other than the United States 
dollar. The Company is exposed to foreign currency fluctuations as it holds cash and incurs 
expenditures in exploration and evaluation and administrative costs in foreign currencies.  
 
The Company incurs expenditures in Canadian dollars, United States dollars, British Pounds 
and the Colombian peso and is exposed to fluctuations in exchange rates in these 
currencies. There are no exchange rate contracts in place. 
 

ii) Interest Rate Risk 
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in 
market interest rates. The Company is not currently exposed to interest rate risk.  

 

(d) Liquidity Risk 
Liquidity risk includes the risk that, as a result of the Company’s operational liquidity requirements: 

• The Company will not have sufficient funds to settle a transaction on the due date;  

• The Company will be forced to sell financial assets at a value which is less than what they are 
worth; or 

• The Company may be unable to settle or recover a financial asset. 
 

The Company’s approach to managing its liquidity risk is to ensure, within reasonable means, sufficient 
liquidity to meet its liabilities when due, under both normal and unusual conditions, without incurring 
unacceptable losses or jeopardizing the Company’s business objectives. The Company prepares annual 
capital expenditure budgets which are monitored regularly and updated as considered necessary.  
Petroleum and natural gas production is monitored daily to provide current cash flow estimates and the 
Company utilizes authorizations for expenditures on projects to manage capital expenditures. Any 
funding shortfall may be met in a number of ways, including, but not limited to, the issuance of new 
debt or equity instruments, further expenditure reductions and/or the introduction of joint venture 
partners.  
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The Company has entered into a two-year crude prepayment agreement with an integrated energy 
major to market its oil production in Colombia.  The agreement provides access to $20 million US in a 
revolving line of credit in year one and $15 million in year two.  The interest rate is SOFR + 4% for the 
first $10 million and SOFR + 5% for amounts exceeding $10 million. As at September 30, 2025, no funds 
have been withdrawn from this agreement. 

 
(e) Capital Management 

The Company’s objective is to maintain a capital base sufficient to provide flexibility in the future 
development of the business and maintain investor, creditor and market confidence.  The Company 
manages its capital structure and makes adjustments in response to changes in economic conditions and 
the risk characteristics of the underlying assets. The Company considers its capital structure to include 
share capital, bank debt (when available), promissory notes and working capital, defined as current 
assets less current liabilities.  From time to time the Company may issue common shares or other 
securities, sell assets or adjust its capital spending to manage current and projected debt levels. The 
Company adjusts its capital structure based on its net debt level.  Net debt is a non-GAAP measure and 
is defined as the principal amount of its outstanding debt, less working capital items.  The Company 
prepares annual budgets, which are updated as necessary including current and forecast crude oil prices, 
changes in capital structure, execution of the Company’s business plan and general industry conditions.  
The annual budget is approved by the Board of Directors. The Company’s capital includes the following: 
 
 September 30, 2025 December 31, 2024 

Working capital $   173,863            $ 11,646,169             
 

 
13. Segmented Information  
 

 

The Company has two reportable operating segments: Colombia and Canada. The Canada segment is also 
considered the corporate segment. The following tables show information regarding the Company’s segments 
for the nine and three months ended and as at September 30: 
 

Three months ended September 30, 2025  Colombia  Canada  Total 

Revenue:       
Oil Sales $        20,884,803  $                           -    $      20,884,803  
Natural gas and liquid sales  -                   87,089              87,089  

Royalties  (2,422,203)   (5,715)    (2,427,918)  
Expenses  (11,237,619)    (2,792,970)      (14,030,589)  
Income taxes  (1,423,701)                             -     (1,423,701) 

Net income (loss) $ 5,801,280  $         (2,711,596) $ 3,089,684 

 
Nine months ended September 30, 2025  Colombia  Canada  Total 

Revenue:       
Oil Sales $ 60,453,671 $                           -    $      60,453,671  
Natural gas and liquid sales  -                   603,648              603,648  

Royalties  (7,108,060)   (30,222)    (7,138,282)  
Expenses  (32,272,527)    (8,947,407)      (41,219,934)  
Income taxes  (7,880,389)                             -     (7,880,389) 

Net income (loss) $ 13,192,695  $         (8,373,981) $ 4,818,714 

Capital expenditures for the period $ 33,655,733 $ 1,782,226 $ 35,437,959 

Total Assets as at September 30, 2025 $ 87,484,799 $ 6,199,466  $      93,684,265 

Total liabilities as at September 30, 2025 $ 32,282,753  $ 3,517,283 $ 35,800,036 
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Three months ended September 30, 2024  Colombia  Canada  Total 

Revenue:       
Oil Sales $ 23,981,362 $                           -    $       23,981,362 
Natural gas and liquid sales    50,467  50,467  

Royalties  (2,727,862)  (3,852)   (2,731,714)  
Expenses  (7,601,535)  (2,721,210)    (10,322,745)  
Impairment loss  -  -   -  
Income taxes  (4,308,877)                            -      (4,308,877)  

Net income (loss) $ 9,343,088 $         (2,674,595) $         6,668,493  

 
Nine months ended September 30, 2024  Colombia  Canada  Total 
Revenue:       

Oil Sales $ 57,110,675 $                           -    $ 57,110,675  
Natural gas and liquid sales  -  481,939   481,939  

Royalties  (6,740,821)  (391)   (6,741,212)  
Expenses  (19,447,170)   (9,130,261)       (28,577,431)  
Impairment loss  -   (1,542,000)    (1,542,000) 
Income taxes  (9,638,926)  -  (9,638,926)  

Net income (loss) $ 21,283,758 $ (10,190,713)                              $     11,093,045  

Capital expenditures for the period $ 21,310,910 $ 961,605 $ 22,192,515 

Total Assets as at September 30, 2024 $ 67,267,851 $ 6,267,546 $ 73,535,397 

Total liabilities as at September 30, 2024 $ 17,827,194 $ 2,681,183 $ 20,508,377 

 


