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FRONTERA ENERGY CORPORATION 
 

NEWS RELEASE 
 

FRONTERA ANNOUNCES SECOND QUARTER 2018 RESULTS 
 

Increased Operating EBITDA Guidance Driven by Strong Financial Results 
 

Toronto, Canada, August 3, 2018 - Frontera Energy Corporation (TSX: FEC) (“Frontera” or the “Company”) 

announces today the release of its Interim Condensed Consolidated Financial Statements for the second quarter of 2018, 

together with its Management, Discussion and Analysis ("MD&A"). These documents will be posted on the Company's 

website at www.fronteraenergy.ca and SEDAR at www.sedar.com. All values in this news release and the Company’s 

financial disclosures are in United States dollars unless otherwise stated. 
 

SECOND QUARTER 2018 AND OTHER OPERATIONAL HIGHLIGHTS 

 

Exploration and Development Update 

•  Acorazado-1 exploration well in the Llanos 25 block has reached total depth of 15,470 feet, a week ahead of 

schedule and under budget. Wireline logging operations are ongoing and depending upon results, testing is 

expected to be completed by the end of August. 

•  Delfin Sur-1 exploration well offshore Peru on Block Z-1 started drilling on July 14, 2018, is currently drilling at 

6,000 feet and is expected to reach total depth by the middle of August. 

•  Alligator-4 development well in the Guatiquia block is producing at 1,370 bbl/d of 19.5 degree API oil. 

 

Strong Financial Position and Results 

•  In July 2018, the Company exercised its right to terminate the Caño Limón (“CLC”) and Bicentenario (“BIC”) 

pipeline transportation agreements. As a consequence of these terminations, the Company is no longer committed 

to payments of ship-or-pay fees on these pipelines. As at June 30, 2018, these terminated contracts represented 

$1.36 billion in future transportation commitments. 

•  Separately Frontera reduced future transportation commitments on the Ocensa pipeline by over $178.3 million as 

a result of the successful settlement agreement in an arbitration on tariffs concerning the P-135 Project. 

•  The Company’s total cash position, including restricted cash, increased 5% quarter-over-quarter to $730.1 million 

at the end of Q2 2018. 

•  Total sales (after realized loss on risk management contracts) of $350.1 million were 40% higher than Q1 2018 

and 17% higher than Q2 2017. 

•  The Company generated cash flow provided by operating activities of $108.4 million, an excess of  $21.6 million 

above capital expenditures of $86.8 million.  

•  Net loss of $184.4 million or $1.84/share, which includes an impairment of $107.7 million relating to the carrying 

value of the investment in Bicentenario, as a result of the termination of the BIC pipeline ship-or-pay agreement. 

This compares to a net loss of $3.1 million or $0.03/share, in the first quarter of 2018 and a net loss of $51.5 

million or $0.52/share in the second quarter of 2017. 

•  Operating EBITDA of $124.7 million was 45% higher than Q1 2018 and 44% higher than Q2 2017. 

•  Operating Netback of $26.76/boe was 10% higher than Q1 2018 and 32% higher than Q2 2017. 

•  Adjusted FFO of $121.3 million was 254% higher than Q1 2018 and 163% higher than Q2 2017. 

•  The Company successfully completed an offering of $350 million senior unsecured notes at a coupon rate of 

9.7%, due 2023 ("Senior Unsecured Notes"). Proceeds of the offering were used to repurchase its $250 million 

senior secured 10.0% coupon notes due 2021 ("Senior Secured Notes") and for general corporate purposes. 

•  Implemented a Normal Course Issuer Bid ("NCIB") for the repurchase of approximately 3.5% of the Company's  

issued and outstanding common shares of which 33,100 shares were repurchased in July 2018 at a cost of $0.4 

million. 
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Production 

•  Net production decreased 3% quarter-over-quarter to 64,140 boe/d in Q2 2018 as a result of reduced production 

from Block 192 relating to a force majeure event on the NorPeruano pipeline in Peru and increased high-priced 

participation payment ("PAP") royalty volumes at Quifa SW block in Colombia. 

•  The NorPeruano pipeline in Peru, which caused the force majeure event for production on Block 192, is expected 

to resume normal operations by the end of August. 

•  The Company completed the drilling of 24 development wells during Q2 2018, compared to 33 development 

wells and three exploration wells in Q1 2018.  

•  Total capital expenditure of $86.8 million during Q2 2018, were 10% higher than Q1 2018 as a result of spending 

related to exploration drilling of the Acorazado-1 exploration well on Llanos 25 block, preparation for the Delfin 

Sur-1 exploration well on Block Z-1 and the start of the water handling expansion project in the Quifa area. 

 

Updated 2018 Guidance 

•  The Company is increasing annual Operating EBITDA guidance by 6% at the midpoint to $400 to $450 million 

from $375 to $425 million and reiterates annual guidance for production of between 65,000 boe/d and 70,000 

boe/d. This is in the context of year to date production of 65,178 boe/d which has been negatively impacted by 

third party events which include the force majeure event on the NorPeruano pipeline in Peru, increased PAP 

royalties at Quifa SW, and a now resolved community dispute on the Cubiro block. 

 

Richard Herbert, Chief Executive Officer of Frontera, commented: 

 

“Frontera had a very strong quarter. The recent terminations of our ship-or-pay contracts on the Caño Limón and 

Bicentenario pipelines will significantly reduce our future commitments by $1.36 billion and eliminate fees paid on 

suspended pipeline capacity. In 2017, suspended pipeline capacity fees totalled $122.5 million in addition to total 

company transportation costs of $346.3 million. 

 

We successfully refinanced our secured $250 million, 10% coupon senior exit notes due in 2021 with unsecured $350 

million, 9.7% coupon senior notes due in 2023. The refinancing provides the Company with additional capital as well as 

the increased financial flexibility needed to execute and deliver on our strategy and plans for 2019 and beyond. This 

flexibility has already enabled Frontera to execute a normal course issuer bid for 3.5% of the outstanding shares of the 

Company. 

 

I am also pleased to report that we delivered strong financial results in the second quarter which generated nearly $125 

million of Operating EBITDA and cash flow from operations in excess of capital expenditures. We are optimistic that 

improved operating efficiencies combined with continued strong international Brent oil prices will enable the Company 

to deliver strong financial results for the second half of 2018, which is reflected in our revised Operating EBITDA 

guidance. At Guatiquia we have had continued success on the Alligator field with the Alligator-4 well currently 

producing in excess of 1,300 bbl/d, in addition to the Alligator-3 well which is producing at over 1,400 bbl/d. We have 

drilled the Acorazado-1 exploration well ahead of schedule and under budget. We have also begun drilling the Delfin 

Sur-1 exploration well offshore Peru with results expected towards the end of August." 
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Production: 

Production Summary    

Net Production1 2018 2017 

 Q2 Q1 Q2 

Oil (bbl/d)    

Colombia 52,441 52,195 61,535 

Peru 7,195 9,157 4,913 

Total Oil (bbl/d) 59,636 61,352 66,448 

    

Natural Gas (boe/d)2    

Colombia 4,504 4,875 5,922 

Total Natural Gas (boe/d) 4,504 4,875 5,922 

    

Total Equivalent Net Production (boe/d) 64,140 66,227 72,370 

Total Equivalent Production Before Royalties (boed/d) 70,808 72,278 77,898 
1Additional production details are available in the MD&A. 

2Colombian standard natural gas conversion ratio of 5.7 Mcf per bbl as required by the Colombian Ministry of Mines and Energy.  

 

Net production in the second quarter of 2018 totalled 64,140 boe/d, a decrease of 3% compared with the first quarter of 

2018. The decrease in the quarterly production was primarily a result of reduced production from Block 192 in Peru due 

to the declaration of force majeure by Petroperu S.A. ("Petroperu") on the NorPeruano pipeline which transports crude 

oil from Block 192 to the export terminal at Bayovar. Prior to the force majeure event, which suspended operations on 

June 4, 2018, the block was producing approximately 8,600 bbl/d net to Frontera. Petroperu began repairing the pipeline 

in mid-June with repairs expected in August. Upon reactivation of the pipeline, Frontera will commence pumping crude 

oil from storage and ramp production back up to pre-force majeure levels. 

Production from Colombia remained stable during the quarter, with increasing production in the light and medium oil 

business unit offsetting reduced production in heavy oil, a result of higher PAP royalty volumes at Quifa SW. Positive 

production impacts included the resumption of normal operations from the Cubiro block during the second quarter and 

production from new exploration discoveries at the Alligator and Coralillo wells on the Guatiquia block which were 

connected to production facilities during the quarter. In addition, an intensive work-over campaign was conducted in 

June which has provided for the recovery of deferred production volumes for the remainder of 2018. These gains helped 

offset the impact of approximately 700 bbl/d of volumes lost as a result of PAP royalty volumes at Quifa SW. 

During the second quarter of 2018, total capital expenditures were $86.8 million, 10% higher than $78.8 million in the 

previous quarter and 130% higher in comparison with $37.8 million in the second quarter of 2017. The increase during 

the second quarter relates to the initiation of drilling operations for the Acorazado-1 exploration well on the Llanos 25 

block in Colombia, preparation relating to the drilling of the Delfin Sur-1 well offshore Peru on Block Z-1 and the start 

up of construction of additional water handling facilities in the Quifa area. Increased facilities spending in the quarter 

also connected the Alligator discoveries in the Guatiquia block to the main crude oil and water processing facilities on 

the block. 

 

A total of 24 development and appraisal wells were drilled in the second quarter of 2018, in line with 25 wells planned. 

A number of development wells at Quifa SW originally planned for the first half of 2018 have been deferred to the 

second half of 2018 to match the start up of the increased water handling capacity project in the fourth quarter of 2018. 

The Company currently has nine drilling rigs operating, five in our Quifa SW heavy oil area, two at our Guatiquia light 

oil block, one on the Llanos 25 block and one on Block Z-1 offshore Peru. The Company expects to see a significant 

ramp-up of development well drilling from August until the end of the year. During the third quarter of 2018 the 

Company plans to drill 39 development wells and one exploration well. Over 32 development wells and two water 

injector wells are targeted to be drilled in the Quifa SW area. 
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Exploration and Development Update: 

On July 23, the Acorazado-1 exploration well on the Llanos 25 block in Colombia reached total depth of 15,470 feet, a 

week ahead of schedule and under budget. Wireline logging activity used to evaluate and analyze the reservoir section is 

ongoing. 

 

During the second quarter, the Company continued to have good results in the Alligator development in the Guatiquia 

block. Alligator-3 was drilled to a depth of 12,416 feet and started production on May 10, 2018 with an electrical 

submersible pump. During June 2018, the well produced at an average rate of 1,691 bbl/d, of 17.6 degree API crude 

with a 42% water cut and an average bottomhole pressure of 2,692 psi from the Lower Sand-1A reservoir. 

 

On June 18, 2018, the Company began drilling the Alligator-4 development well on the Guatiquia block. On July 15, 

2018, the well reached a total depth of 12,800 feet (12,315.4 feet TVD), encountering 12 feet of net pay in the Lower 

Sand-1A formation. The well was completed in the Lower Sand-1A formation with an electrical submersible pump. The 

Lower Sand-1A formation has been flow tested for three days at an average rate of 1,370 bbl/d of 19.5 degree API oil 

with an average water cut of 21% at stabilized bottom-hole flowing pressure with an approximate 21% drawdown. The 

well has produced a total of 3,368 bbls of oil over two days of testing. 

 

The Company has received approval from its partner, Ecopetrol S.A. ("Ecopetrol") to commence the long-term testing 

of the Jaspe-6D exploration well in the Quifa area that was initially drilled and tested in January 2018. This test is 

expected to allow the Company to move ahead with the drilling of two additional appraisal wells in late 2018, with the 

potential for declaring commerciality in early 2019. 

 

The Company is in advanced discussions with its partner Ecopetrol in the Quifa SW block to implement a pilot multi-

lateral horizontal development well program for 2019, with the expectation, that if successful drilling costs will be lower 

with resulting increased production and recovery rates. 

 

In our offshore Peru operations in Block Z-1, mobilization of the Petrex-10 drilling rig was completed and the drilling of 

the Delfin Sur-1 exploration well began on July 14, 2018. The well is currently drilling at over 6,000 feet and is planned 

to be drilled to a total depth of 9,750 feet by the middle of August 2018. 
 

Strong Financial Results: 

Financial and Operational Summary    

 2018 2017 

 Q2 Q1 Q2 

Total sales after realized loss on risk management contracts ($ millions)1 350.1 249.5 299.5 

Net loss ($ millions)3 (184.4) (3.1) (51.5) 

Per share - basic and diluted2 (1.84) (0.03) (0.52) 

Net cash provided by operating activities ($ millions) 108.4 30.3 12.1 

Operating EBITDA ($ millions)1 124.7 86.0 86.9 

Operating EBITDA margin (Operating EBITDA/total sales)1 4 36% 34% 29% 

Adjusted EBITDA ($ millions)1 122.4 86.7 87.4 

Adjusted EBITDA margin (Adjusted EBITDA/total sales)1 4 26% 35% 29% 

Adjusted FFO ($ millions)1 121.3 34.3 46.2 

Per share - basic2 1.21 0.34 0.46 

Net Production (boe/d) 64,140 66,227 72,370 

Sales volumes (boe/d) 67,822 52,440 64,908 

Average shares outstanding - basic (millions) 100.0 100.0 100.0 
1These metrics are Non-IFRS financial measures. See advisories - “Non-IFRS Financial Measures” - below and “Non-IFRS Measures " on page 13 of the MD&A. 

2The basic and diluted weighted average numbers of common shares for the three months ended June 30, 2018 and 2017 were 100,011,664 for both periods. 

3Net (loss) income attributable to equity holders of the parent. 

4Total sales represents total sales after realized loss on risk management contracts, a Non-IFRS measure. 
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The average Brent oil benchmark price increased by $7.74/bbl, or 12%, in the second quarter of 2018 to an average of 

$74.97/bbl, compared to $67.23/bbl in the first quarter of 2018. Brent oil benchmark price averaged $50.79/bbl in the 

second quarter of 2017. The Company's realized oil price of $70.44/bbl in the second quarter of 2018 excludes the 

impact of $11.12/bbl of realized losses on risk management contracts. The Company remains hedged on approximately 

60% of net daily production volumes until the end of October 2018 at an average ceiling price of $60.05/bbl compared 

to an average ceiling price received of $55.60/bbl in the first half of 2018. The Company is unhedged in November and 

December 2018. 

For the second quarter of 2018, total sales after realized risk management contracts, increased 40% to $350.1 million 

compared to $249.5 million in the first quarter of 2018 and increased 17% from $299.5 million in the second quarter of 

2017. Sales volumes were 6% higher than net production volumes as result of the 500,000 barrel benefit (approximately 

5,500 bbl/d) from the oil cargo that was sold with crude oil inventory that had built up from prior periods. Sales in Peru 

decreased $24.3 million compared to the first quarter of 2018 as a cargo scheduled to load in June was not loaded until 

July. Oil sales in Peru continue despite the interrupted production on Block 192 as a result of a force majeure event. 

Historically, sales volumes trend between 3% and 5% below production volumes as a result of internal consumption. 

 

During the second quarter of 2018, net loss attributable to equity holders of the Company was $184.4 million or 

$1.84/share, compared with a net loss of $3.1 million or $0.03/share, in the first quarter of 2018. The majority of the loss 

was attributable to an impairment of $107.7 million the Company recorded on its investment in Bicentenario, as a result 

of the termination of the BIC pipeline ship-or-pay agreement. In addition, other non-recurring losses included increased 

losses on realized risk management contracts of $26.2 million, a loss from the extinguishment of debt of $25.6 million 

and the reclassification of a currency translation adjustment relating to the sale of Petroelectrica de los Llanos of $50.8 

million. 

 

Operating EBITDA of $124.7 million or $1.25/share for the second quarter of 2018, was 45% higher in comparison with 

$86.0 million or $0.87/share achieved in the first quarter of 2018, and 44% higher than the second quarter of 2017, as a 

result of higher realized oil prices and higher sales volumes as noted above. 

 

Adjusted FFO totalled $121.3 million or $1.21/share for the second quarter of 2018, an increase of 254% compared to 

$34.3 million or $0.34/share achieved in the first quarter of 2018, and 163% higher than the second quarter of 2017. The 

$87.0 million increase in adjusted FFO in the second quarter of 2018 was attributed to higher Operating EBITDA of 

$38.7 million and $48.4 million of dividends received from investments in associates ($0.0 million in the first quarter of 

2018). 

 

Strong Balance Sheet: 

 

The Company continued to build cash during the quarter, with a total cash position of $730.1 million, as at June 30, 

2018, an increase of 5% and 35% from the previous quarter and the second quarter of 2017, respectively. Unrestricted 

cash increased to $550.8 million as at June 30, 2018, from $515.8 million as at March 31, 2018. The increase in cash 

during the second quarter of 2018 was due to cash flow from operations in excess of capital expenditures and the 

refinancing of the Senior Secured Notes with Senior Unsecured Notes. 

 

Working capital decreased 8% to $317.4 million during the second quarter of 2018, compared to $343.2 million at 

March 31, 2018. 

 

The Company has reduced future transportation commitments in the Ocensa pipeline by over $178.3 million as a result 

of the successful settlement agreement in an arbitration on tariffs concerning the P-135 Project. Furthermore, the 

Company exercised its rights to terminate the CLC and BIC pipeline transportation agreements. As a consequence of 

these terminations, the Company is no longer contractually committed to payments of ship-or-pay fees on these 

pipelines. As at June 30, 2018, these terminated contracts represented $1.36 billion in future commitments. 
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The Company is hedged on approximately 60% of production between July and October 2018 with ceiling prices 

between $58.31/bbl and $61.83/bbl. Starting in November, the Company will be unhedged on 100% of production with 

current forward strip Brent oil prices in excess of $72/bbl. 

 

In June 2018, as part of the refinancing of the Company's Senior Secured Notes, Fitch Ratings Inc. assigned an initial 

rating of “B+/RR4” to the Company's Senior Unsecured Notes, and maintained the "B+/Stable" Long Term Foreign 

Currency IRD. Standard & Poor's assigned an initial rating of "BB-" to the Senior Unsecured Notes along with a 

reaffirmed Corporate Credit Rating of "BB-/Stable". 

 

The Company implemented an NCIB for the repurchase of approximately 3.5% of the Company's  issued and 

outstanding common shares of which 30,100 shares were repurchased in July 2018 at a cost of $0.4 million. 
 

Annual Guidance Update: 

 

The Company has increased its annual Operating EBITDA guidance by 6% at the midpoint to $400 to $450 million 

from $375 to $425 million as a result of increasing the Brent oil price assumption from $63/bbl to $70/bbl. As a result of 

the recent arbitration settlement on the P-135 Project pipeline tariffs combined with year to date results, the Company is 

narrowing the estimated range of transportation costs to $12.50/bbl to $13.50/bbl from $12.50/bbl to $14.50/bbl. 

Original 2018 Operating EBITDA guidance assumed uptime on the BIC pipeline of 50% in the first half of 2018 and the 

implementation of a revised ship or pay agreement in the second half of 2018. Guidance metrics for net production, 

production costs, general and administrative expenses and capital expenditures remain unchanged. 
 

 2018 Guidance1 
Updated 2018 

Guidance2 2018 YTD 

Average annual net production after royalties (boe/d) 65,000 to 70,000 65,000 to 70,000 65,178 

Production cost ($/boe) 12.00 to 14.00 12.00 to 14.00 13.29 

Transportation cost ($/boe)3 12.50 to 14.50 12.50 to 13.50 12.25 

Operating EBITDA ($MM) 375 to 425 400 to 450 211 

General and administrative expenses ($MM) 100 to 110 100 to 110 48 

Capital expenditures ($MM) 450 to 500 450 to 500 166 

 
1The guidance provided for Operating EBITDA, general and administrative expenses, and capital expenditures are aggregate ranges 

for the year assuming $63/bbl Brent, and realized oil price differential of $5.00/bbl to $5.50/bbl. 

2 Updated guidance assumes $70/bbl Brent, and realized oil price differential of $5.00/bbl to $5.50/bbl. As a result of the increased 

oil price assumption, realized and expected losses from risk management activities is estimated at approximately $160 million in 

2018, up from $68 million included in original guidance based on $63/bbl Brent. These losses impact Operating EBITDA directly. 

3 Transportation cost guidance, excludes the impact of suspended pipeline capacity fees. 

 

Second Quarter 2018 Conference Call Details: 

 

As previously disclosed, a conference call for investors and analysts is scheduled for Friday, August 3, 2018 at 8:00 a.m. 

(MDT), 9:00 a.m. (GMT-5) and 10:00 a.m. (EDT). Participants will include Gabriel de Alba, Chairman of the Board of 

Directors, Richard Herbert, Chief Executive Officer, David Dyck, Chief Financial Officer and select members of the 

senior management team. 
 

A presentation and webcast link will be available on the Company’s website prior to the call, which can be accessed at 

www.fronteraenergy.ca 
 

Analysts and interested investors are invited to participate using the following dial-in numbers: 
 

Participant Number (International/Local): (647) 427-7450 

Participant Number (Toll free Colombia): 01-800-518-0661 

Participant Number (Toll free North America): (888) 231-8191 
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Conference ID:     2755797 
 

Webcast:  www.fronteraenergy.ca 
 

A replay of the conference call will be available until 10:59 p.m. (GMT-5) and 11:59 p.m. (EDT), Friday, August 17, 

2018 and can be accessed using the following dial-in numbers: 
 

Encore Toll Free Dial-in Number: 1-855-859-2056 

Local Dial-in-Number:   (416)-849-0833 

Encore ID:    2755797 
 

About Frontera: 

 

Frontera Energy Corporation is a Canadian public company and a leading explorer and producer of crude oil and 

natural gas, with operations focused in Latin America. The Company has a diversified portfolio of assets with interests 

in more than 30 exploration and production blocks in Colombia and Peru. The Company’s strategy is focused on 

sustainable growth in production and reserves. Frontera is committed to conducting business safely, in a socially and 

environmentally responsible manner. Frontera’s common shares trade on the Toronto Stock Exchange under the ticker 

symbol “FEC”. 
 

If you would like to receive News Releases via e-mail as soon as they are published, please subscribe here: 

http://fronteraenergy.mediaroom.com/subscribe 
 

Advisories: 

 

Cautionary Note Concerning Forward-Looking Statements 

 

This news release contains forward-looking statements. All statements, other than statements of historical fact, that 

address activities, events or developments that the Company believes, expects or anticipates will or may occur in the 

future (including, without limitation, statements regarding estimates and/or assumptions in respect of production, 

revenue, cash flow and costs, reserve and resource estimates, potential resources and reserves drilling plans and 

objectives, and the Company's exploration and development plans and objectives) are forward-looking statements. 

These forward-looking statements reflect the current expectations or beliefs of the Company based on information 

currently available to the Company. Forward-looking statements are subject to a number of risks and uncertainties that 

may cause the actual results of the Company to differ materially from those discussed in the forward-looking statements, 

and even if such actual results are realized or substantially realized, there can be no assurance that they will have the 

expected consequences to, or effects on, the Company. Factors that could cause actual results or events to differ 

materially from current expectations include, among other things: uncertainty of estimates of capital and operating 

costs, production estimates and estimated economic return; uncertainties associated with estimating oil and natural gas 

reserves; failure to establish estimated resources or reserves; volatility in market prices for oil and natural gas; 

fluctuation in currency exchange rates; inflation; changes in equity markets; perceptions of the Company's prospects 

and the prospects of the oil and gas industry in Colombia and the other countries where the Company operates or has 

investments; uncertainties relating to the availability and costs of financing needed in the future; the uncertainties 

involved in interpreting drilling results and other geological data; and the other risks disclosed under the heading "Risk 

Factors" and elsewhere in the Company's annual information form dated March 27, 2018 filed on SEDAR at 

www.sedar.com. Any forward-looking statement speaks only as of the date on which it is made and, except as may be 

required by applicable securities laws, the Company disclaims any intent or obligation to update any forward-looking 

statement, whether as a result of new information, future events or results or otherwise. Although the Company believes 

that the assumptions inherent in the forward-looking statements are reasonable, forward-looking statements are not 

guarantees of future performance and accordingly undue reliance should not be put on such statements due to the 

inherent uncertainty therein. 

 

This news release contains future oriented financial information and financial outlook information (collectively, 

“FOFI”) (including, without limitation, statements regarding expected production costs, transportation costs, Operating 
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EBITDA, general and administrative expenses and capital expenditures for the Company in 2018), and are subject to 

the same assumptions, risk factors, limitations and qualifications as set forth in the above paragraph. The FOFI has 

been prepared by management to provide an outlook of the Company's activities and results, and such information may 

not be appropriate for other purposes. The Company and management believe that the FOFI has been prepared on a 

reasonable basis, reflecting management’s best estimates and judgments, however, actual results of operations of the 

Company and the resulting financial results may vary from the amounts set forth herein. Any FOFI speaks only as of the 

date on which it is made and, except as may be required by applicable securities laws, the Company disclaims any intent 

or obligation to update any FOFI, whether as a result of new information, future events or results or otherwise. 
 

Disclosure of well tests results in this news release should be considered preliminary until detailed pressure transient 

analysis and interpretations have been completed. Hydrocarbons can be seen during the drilling of a well in numerous 

circumstances and do not necessarily indicate a commercial discovery or the presence of commercial hydrocarbons in a 

well. There is no representation by the Company that the disclosed well results included in this news release are 

necessarily indicative of long-term performance or ultimate recovery. As a result, readers are cautioned not to place 

reliance on such rates in calculating the aggregate production for the Company or that such rates are indicative of 

future performance of the well. 
 

In addition, reported production levels may not be reflective of sustainable production rates and future production rates 

may differ materially from the production rates reflected in this news release due to, among other factors, difficulties or 

interruptions encountered during the production of hydrocarbons. 

 
 

Non-IFRS Financial Measures 

 

This news release contains financial terms that are not considered in the International Financial Reporting Standards 

(“IFRS”): Operating and Adjusted EBITDA, Operating Netback, Adjusted FFO and total sales after realized (loss) 

gain on risk management contracts. These non-IFRS measures do not have any standardized meaning, and therefore are 

unlikely to be comparable to similar measures presented by other companies. These non-IFRS measures should not be 

considered in isolation or as a substitute for measures of performance prepared in accordance with IFRS. These 

financial measures are included because management uses this information to analyze operating performance and 

liquidity. 
 

Management believes that EBITDA is a commonly used measure to assess operational profitability before the impact of 

different tax jurisdictions, financing methods, capital structure, and the application of accounting policies impacting 

DD&A and impairment. 

•  Operating EBITDA represents the operating results of the Company’s primary business, excluding the effects of 

financing costs, income taxes, DD&A, fees paid in suspended pipeline capacity, other investments (such as 

infrastructure assets), certain non-cash items (such as impairments, unrealized foreign exchange gains and 

losses, and share-based compensation), risk management activities, dispositions of capital assets, and other 

unusual or non-recurring items. 

•  Adjusted EBITDA modifies Operating EBITDA by including the results from the Company's other investments 

(such as infrastructure assets), including fees paid on suspended pipeline capacity, risk management activities, 

and other items as disclosed below. 

•  Operating EBITDA margin and Adjusted EBITDA margin are assessments of the Company operating 

profitability reflected as a percentage of total sales adjusting for the above noted items. 
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A reconciliation of Operating and Adjusted EBITDA to net loss is as follows: 
 

 Three Months Ended Six Months Ended 

(in thousands of US$) June 30, 2018 June 30, 2017 June 30, 2018 June 30, 2017 

     
Net loss1 (184,436) (51,542) (187,557) (43,044) 

     
Adjustments     

Income tax expense 11,725 3,535 22,471 13,569 

Depletion, depreciation and amortization 85,576 97,588 158,249 199,382 

Impairment 109,936 23,159 130,277 12,712 

Finance costs, net 9,499 6,586 13,746 11,483 

Restructuring, severance costs and others 1,554 1,842 4,392 7,788 

Equity tax — — — 11,694 

Other loss (income), net 699 (5,350) 1,303 (7,848) 

Foreign exchange unrealized loss (gain) 11,351 11,571 (10,323) (3,289) 
Reclassification of currency translation adjustments 
  
 

50,847 — 50,847 — 

Net loss on extinguishment debt 25,628 — 25,628 — 

Adjusted EBITDA 122,379 87,389 209,033 202,447 

Unrealized loss (gain) on risk management 
contracts 3,198 (12,434) (14,115) (52,579) 

Share of income from associates (19,651) (9,937) (55,410) (33,925) 

Loss (gain) attributable to non-controlling interest (20,722) (1,469) (7,943) 9,314 

Share based compensation 1,780 233 2,834 253 

Foreign exchange realized (gain) loss (3,152) 838 (483) 4,453 

Fees paid on suspended pipeline capacity 40,835 22,237 76,739 49,337 

Operating EBITDA 124,667 86,857 210,655 179,300 
1Net loss attributable to equity holders of the Company. 

 2018 2017 

(in thousands of US$) Q2 Q1 Q4 Q3 Q2 Q1 

       

Financial and Operational results:       

Operating EBITDA 124,667 85,988 105,010 105,885 86,857 92,442 

Adjusted EBITDA 122,379 86,654 1,999 44,203 87,389 115,058 

 

Netbacks 

 

Management believes that Netback is a useful measure to assess the net profit after subtracting all costs associated with 

bringing one barrel of oil to the market. It is also commonly used by the oil and gas industry to analyze financial and 

operating performance expressed as profit per barrel. 

•  Operating Netback represents combined realized price per barrel including realized gain or loss from risk 

management contracts, less production costs, PAP and cash royalties, transportation and diluent costs, and 

shows how efficient the Company is at extracting and selling its product. 
 

Adjusted Funds Flow from Operations 

 

Adjusted FFO is a non-IFRS financial measure that adjusts an IFRS measure - cash flow provided (used) by operating 

activities - for changes in non-cash working capital, which management uses to analyze operating performance and 

liquidity. Changes to non-cash working capital can include differences in timing of cash flows related to accounts 

receivable and accounts payable, which management believes reduces comparability among periods. The indicator also 
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excludes settlement of asset retirement obligations, one-time expenses for the Company not related to ongoing 

operations such as restructuring, severance and other costs, and loss (gain) from past assets. 

 

A complete reconciliation of Adjusted FFO to net cash provided by operating activities is as follows: 

 Three Months Ended Six Months Ended 

(in thousands of US$) 
June 30, 

2018 
June 30, 2017 

June 30, 
2018 

June 30, 
2017 

Net cash provided by operating activities 108,400 12,055 138,665 78,981 

     
Changes in non-cash working capital 11,371 31,972 12,478 37,860 

Funds flow from operations 119,771 44,027 151,143 116,841 

Restructuring and severance costs 1,554 1,842 4,392 7,788 

Settlement of assets retirement obligations — 282 50 282 

Adjusted FFO 121,325 46,151 155,585 124,911 

 

The third quarter of 2017 marked the first time the Company disclosed Adjusted FFO, providing stakeholders with 

greater insight given the increasing significance of these metrics to evaluate operational results. 

 

Total sales after realized (loss) gain on risk management contracts 

Total sales after realized (loss) gain on risk management contracts is a non-IFRS subtotal that adjusts total sales to 

include realized gains and losses from oil risk management contracts. This is a useful indicator for management as 

the Company hedges a portion of oil production using derivative commodity instruments in order to manage 

exposure to price volatility. This metric allows the Company to report its realized net sales after factoring in these 

risk management activities. 
 

Please see the MD&A for additional information about these financial measures. 
 

Boe Conversion 

 

The term “boe” is used in this news release. Boe may be misleading, particularly if used in isolation. A boe conversion 

ratio of cubic feet to barrels is based on an energy equivalency conversion method primarily applicable at the burner tip 

and does not represent a value equivalency at the wellhead. In this news release, boe has been expressed using the 

Colombian conversion standard of 5.7 Mcf: 1 bbl required by the Colombian Ministry of Mines and Energy. 
 

Definitions: 

 

API American Petroleum Institute 

bbl(s) Barrel(s) of oil 

bbl/d Barrel of oil per day 

boe Refer to "Boe Conversion" disclosure above 

boe/d Barrels of oil equivalent per day 

Mcf Thousand cubic feet 

psi Pound per Square Inch 

Net 
Production 

Net production represents the Company's working interest volumes, net of royalties and 
internal consumption 

TVD True Vertical Depth 
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FOR FURTHER INFORMATION: 

 

Grayson Andersen 

Corporate Vice President, Capital Markets 

+57-314-250-1467 

ir@fronteraenergy.ca 

www.fronteraenergy.ca 
 


