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FRONTERA ENERGY CORPORATION 
 

NEWS RELEASE 
 

FRONTERA ANNOUNCES THIRD QUARTER 2018 RESULTS 

 

Solid Execution Delivers Quarterly Net Income of $45 Million and Cash Provided by Operating Activities 

of $189 Million 

 

Expiration of Oil Hedges Well Timed with Expected Fourth Quarter Increase in Production 

 

Updates to the Board of Directors 

 

Toronto, Canada, November 7, 2018 - Frontera Energy Corporation (TSX: FEC) (“Frontera” or the “Company”) 

announces today the release of its Interim Condensed Consolidated Financial Statements for the third 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. 

 

THIRD QUARTER 2018 OPERATIONAL AND FINANCIAL HIGHLIGHTS 

•  Cash provided by operating activities of $189.4 million in the third quarter generated $65.4 million of cash in 

excess of capital expenditures of $124.0 million and contributed to a total cash position of $786.5 million at 

quarter end. Cash and cash equivalents, unrestricted, increased 6% quarter-over-quarter to $586.6 million. Long 

term debt and obligations under finance lease were $352.3 million at quarter end. 

•  The Company has a significant cash position as well the opportunity to generate additional excess cash going 

forward. In addition to the existing normal course issuer bid (the “NCIB”) implemented by the Company during 

the third quarter, the Company will evaluate additional strategic initiatives designed to enhance shareholder 

returns. 

•  Oil and gas sales and other revenue in the quarter of $382.2 million were up 38% from the prior year period 

and down 9% from the prior quarter. Net sales of $300.0 million increased 12% compared to the prior year 

period and were 8% lower than the second quarter of 2018. 

•  Net income of $45.1 million ($0.45/share) compared with a net loss of $141.1 million ($1.41/share) in the prior 

year period, and a net loss of $184.4 million ($1.84/share) in the prior quarter. Operating EBITDA of $93.5 

million was down 12% from prior year period and 25% from the prior quarter. Operating Netback of $23.81/boe 

was 12% lower than the second quarter of 2018 and 2% higher than the third quarter of 2017. 

•  Net production averaged 58,558 boe/d during the third quarter, down 18% and 9% from prior year period and 

prior quarter, respectively, reflecting a three-month suspension of production from Block 192 in Peru due to a 

force majeure event on the NorPeruano pipeline. This impacted quarterly production by approximately 5,700 

bbl/d. 

•  Current net production is over 65,000 boe/d and is expected to grow throughout the fourth quarter. Production 

from Block 192, which restarted in early September, has consistently produced over 9,500 bbl/d since coming 

back on stream, reflecting the benefits of a work-over and well service program undertaken during the 

downtime. Production in Colombia is expected to increase in the fourth quarter, with the startup of the first 

phase of the water handling expansion project at Quifa SW on October 30, 2018, and the full 450,000 bbl/d 
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increase in water handling capacity expected to be on stream by year end adding between 2,000 and 3,000 bbl/d 

of oil net to Frontera. 

•  The Company’s 2018 oil hedges, which capped the benefit of higher Brent oil prices through October 2018 

(realized price after risk management contracts of $58.00/boe versus an average Brent oil benchmark price of 

$75.84/bbl during the third quarter), have now expired. The expiry of these hedge contracts is expected to have 

a positive impact on operating EBITDA and cash flow in the fourth quarter. 

•  General and administrative expenses of $23.0 million in the third quarter were 12% lower than the second 

quarter of 2018 and 14% lower than the third quarter of 2017 as the Company implements efficiency change 

projects throughout the organization. 

•  Substantial progress was achieved in managing long-term transportation costs during the quarter, with the 

termination of agreements representing a reduction in future commitments.  

•  The Company has maintained 2018 Operating EBITDA and transportation cost guidance while updating daily 

net production, capital expenditure, general and administrative expense and production cost guidance to reflect 

year to date results and expected results for the balance of the year.  

 

Richard Herbert, Chief Executive Officer of Frontera, commented: 

 

“Frontera performed well in the third quarter, generating significant cash flow and further strengthening our balance 

sheet, in spite of production interruptions. We also made good progress toward our 2018 and long-term goals for 

growth, efficiency and value creation. Going into the fourth quarter, I am encouraged by the resumption of production 

at Block 192 in Peru at higher levels, as a result of the service work we were able to accomplish during the pipeline 

suspension, and by growing production in Colombia from our drilling program as we ramp up activity and bring 

additional water handling capacity on-line. 

 

We are also making progress securing Frontera's growth with the discovery at Acorazado-1, our fourth exploration 

success in Colombia this year. Plans are well advanced to initiate a long-term test in the well before year-end. We 

have continued to accelerate our drilling activities within our existing portfolio. During the fourth quarter we expect 

to drill 36 wells, with 22 development wells at Quifa SW, seven water injection wells, two light and medium oil 

development wells on the Guatiquia block, two development wells at Zopilote Sur on the Cravo Viejo block and three 

exploration and appraisal wells. 

 

We are excited by the opportunity of capturing higher oil prices after the expiration of our hedging contracts at the 

end of October. While a necessary risk management strategy during the Company’s restructuring in 2016, they have 

limited our ability to benefit from rising oil prices this year. Without a cap on our realized prices for the last two 

months of this year, we expect our exposure to Brent oil prices to increase by nearly $12 per barrel, based on recent 

prices, directly benefiting Frontera’s earnings and cash flow. 

 

We are well positioned for 2019 with our strong cash position and balance sheet which will provide further 

opportunities for disciplined capital allocation into strategic growth projects and to enhance shareholder returns going 

forward.” 

 

Gabriel de Alba, Chairman of the Board of Directors of the Company, said: 

 

“The Frontera Board believes there are multiple opportunities to increase shareholder value. First, through a 

disciplined exploration and development investment plan together with initiatives to improve performance in order 

to support Frontera’s long-term free cash flow. Second, with Frontera trading at a significant discount to its asset 
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value and relative to its peers, we are taking steps to close the valuation gap, including by enhancing trading liquidity. 

Last, we are actively evaluating additional strategic initiatives designed to enhance shareholder returns." 

 

Board of Directors Update: 

The Company is announcing a number of changes to the composition of its Board of Directors. One of the Company's 

Board members, Camilo Marulanda, has elected to resign from the Board as a result of increased demands since being 

named President of ISAGEN S.A. in Colombia. Mr. Marulanda will be replaced by Orlando Cabrales Segovia, a 

leader in the public and private energy sector in Colombia with over 30 years experience, including as Vice Minister 

of Energy of the Ministry of Mines and Energy in Colombia between 2013 and 2014 and as the President of the 

Agencia Nacional de Hidrocarburos (“ANH”) from 2011 to 2013. Mr. Cabrales held senior roles at BP in Latin 

America and has been on the Boards of numerous companies in Colombia including; ISAGEN S.A., Tuscany Drilling, 

Cenit Transporte y Logistica de Hidrocarburos S.A. (“CENIT”), and ISA. Mr. Cabrales earned an undergraduate 

degree in Law from Pontifical Javeriana University and a Masters degree in Philosophy from Boston College. 

 

The Company is also pleased to announce the appointment of Veronique Giry to the Board of the Directors. With this 

appointment, the Company's Board is back to seven members, all of whom are independent. Ms. Giry has an 

impressive track record in the global oil and gas industry and currently serves as Vice President and Chief Operating 

Officer of ISH Energy Limited in Calgary, Alberta, Canada. Ms. Giry's 29 year career has included senior management 

roles at the Alberta Energy Regulator and Total Exploration & Production where she has held roles in Latin America, 

Canada, Europe, and the UK. Ms. Giry earned a Masters in Engineering degree from Ecole Centrale de Paris, France, 

with a major in Mechanics and sits as a volunteer on the Board of Alliance Francaise of Calgary. 

 

Mr. de Alba continued: "Frontera is excited to add Orlando's and Veronique's best-in-class regulatory and technical 

expertise to our Board of Directors. Their diverse operational knowledge and experience within the global upstream 

industry will be a significant benefit to the Company as we position for growth and cash flow generation. They will 

complement the skills of the other Board members. We would like to thank Camilo Marulanda for his valuable 

contribution to the Board over the past two years as we repositioned Frontera to be the leading publicly traded 

upstream oil and gas company in Latin America." 

 

Strong Financial Results: 

Financial and Operational Summary    

 2018 2017 

 Q3 Q2 Q3 

Net income (loss) ($ millions)1 45.1 (184.4) (141.1) 

Per share - basic 0.45 (1.84) (1.41) 

Net sales ($ millions)2,3 300.0 326.6 267.0 

Cash provided by operating activities ($ millions) 189.4 108.4 110.3 

Operating EBITDA ($ millions)2 93.5 124.7 105.9 

Operating EBITDA margin (Operating EBITDA/Net sales)2,3 31% 38% 40% 

General and administrative ($ millions) 23.0 26.2 26.6 

Total cash ($ millions) 786.5 730.1 599.9 

Working capital ($ millions)4 331.2 317.4 313.3 

Average shares outstanding - basic (millions) 99.9 100.0 100.0 
1Net income (loss) attributable to equity holders of the Company. 

2These metrics are Non-IFRS financial measures. See advisories - “Non-IFRS Financial Measures” - below and “Non-IFRS Measures " on page 16 of the MD&A. 
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3Net sales represents total sales after realized loss on risk management contracts, royalties and diluent cost, a Non-IFRS financial measure. 

4Working capital represents current assets less current liabilities. 
 

The average Brent oil benchmark price increased by $0.87/bbl, or 1%, in the third quarter of 2018 to an average of 

$75.84/bbl, compared to $74.97/bbl in the second quarter of 2018. Brent oil benchmark price averaged $52.17/bbl in 

the third quarter of 2017. The Company's realized oil price of $70.87/bbl in the third quarter of 2018 excludes the 

impact of $10.02/bbl of realized losses on risk management contracts. The Company had hedges in place for October 

2018 on 1.2 million barrels of oil at an average Brent price of $59.22/bbl. The Company is unhedged in November 

and December 2018. 

During the third quarter of 2018, net income attributable to equity holders of the Company was $45.1 million or 

$0.45/share, compared with a net loss of $184.4 million or $1.84/share, in the second quarter of 2018. Higher net 

income was mainly attributable to a reduction in fees paid on suspended pipeline capacity, a reversal of provision of 

high price clause, a reduction in depletion, depreciation and amortization, a reduction in general and administrative 

expenses, and the recognition of a deferred tax asset offset by an increase in oil and gas operating costs and 

impairments on assets and investments in associates. 

 

For the third quarter of 2018, net sales of $300.0 million were 8% lower than $326.6 million in the second quarter of 

2018 and 12% higher than $267.0 million the third quarter of 2017. 

 

Cash provided by operating activities of $189.4 million for the third quarter was 75% higher than in the second quarter 

of 2018 as a result of strong operating netbacks combined with timing benefits within the cash management process. 

The Company generated $65.4 million of excess cash in the quarter as cash provided by operating activities of $189.4 

million exceeded capital expenditures of $124.0 million. 

 

Operating EBITDA of $93.5 million in the third quarter of 2018 was 25% lower in comparison with $124.7 million 

achieved in the second quarter of 2018, and 12% lower than $105.9 million in the third quarter of 2017, as a result of 

lower oil and gas sales volumes and higher oil and gas operating costs in the current period, partially driven by 

inflation linked to higher oil prices. 

 

Frontera continues to focus on improving its cost structure and recently completed a project to increase organizational 

efficiency and reduce costs. This focus on cost helped the Company deliver lower general and administrative expenses 

of $23.0 million in the third quarter of 2018, a decrease of 12% from the second quarter of 2018, and a decrease of 

14% from the third quarter of 2017. Going forward, the Company will look to further improve operational efficiency 

to drive additional cost savings. 

 

Strong Balance Sheet: 

The Company continued to build cash during the quarter, with a total cash position of $786.5 million, as of September 

30, 2018, an increase of 8% and 31% from the end of the second quarter of 2018 and of the third quarter of 2017, 

respectively. Unrestricted cash increased to $586.6 million as at September 30, 2018, from $550.8 million as at June 

30, 2018. The increase in unrestricted cash during the third quarter of 2018 was due to cash flow from operations in 

excess of capital expenditures, offset by an increase in restricted cash and share repurchases. In October 2018, $45 

million of restricted cash became unrestricted following the satisfaction of terms relating to the sale of Petroelectrica 

de los Llanos. 

 

Working capital, or current assets less current liabilities, increased 4% to $331.2 million during the third quarter of 

2018, compared to $317.4 million at June 30, 2018. 
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The Company has hedged 1.9 million barrels of production between January 2019 and September 2019 using a Brent 

put price of $55/bbl, which protects the Company from lower oil prices while retaining the upside from potentially 

higher oil prices. 

 

On October 4, 2018, S&P Global Ratings reaffirmed its 'BB-' global scale long-term issuer credit rating on the 

Company and its 'BB-' issue-level rating on the Company's $350 million senior unsecured notes due 2023. 

 

During the third quarter of 2018 the Toronto Stock Exchange (the “TSX”) accepted the Company's notice of intention 

to initiate a NCIB for its common shares. The notice provides that Frontera may purchase, during the twelve-month 

period commencing July 18, 2018 and ending July 17, 2019, up to 3,543,270 Common Shares, representing 

approximately 3.5% of the Company's 100,011,664 issued and outstanding Common Shares as at July 9, 2018. Under 

the Company's NCIB 315,512 shares were repurchased for cancellation at a cost of $4.5 million (C$18.68 per share) 

during the third quarter of 2018. Subsequent to September 30, 2018, a further 165,049 shares were repurchased at a 

cost of $2.2 million (C$17.49 per share). 

 

The NCIB, in addition to the two for one stock split undertaken earlier in 2018 has helped improve the average daily 

trading volume in the Company's equity by over three times compared to what it was at the beginning of 2018. 

 

Update on Transportation Costs: 

On July 13, 2018 the Company announced the successful settlement of the Ocensa transportation arbitration 

concerning the P-135 Project. As a result, the Company has reduced future transportation commitments in the Ocensa 

pipeline by over $178.3 million during the life of the contracts (June 2017 through June 2025). The Company also 

announced that it had terminated its contractual commitment with CENIT to transport oil through the Caño Limón-

Coveñas pipeline (“CLC”) and its contractual commitment with Oleoducto Bicentenario de Colombia S.A.S 

(“Bicentenario”) to transport oil through the Bicentenario pipeline (“BIC”). As a consequence of these terminations, 

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

terminated contracts represented $1.36 billion in future transportation commitments through to October 2028. 

 

During the third quarter of 2018, the Company realized $5.6 million of fees paid on suspended pipeline capacity, for 

the period between July 1 and July 12, 2018 before the contracts were terminated. These costs are excluded from the 

Company’s transportation costs, consistent with their historical reporting. A further third quarter charge of $15.6 

million was taken for prepayments and standby letters of credit (“SBLCs”) on the BIC pipeline, representing (i) $5.3 

million of SBLCs which were drawn by Bicentenario and (ii) a further $10.3 million of prepayments to Bicentenario 

and accounts receivables by the Company related to the Bicentenario transportation contracts. Under the Company's 

unsecured letter of credit facility, a total of $64.4 million of SBLCs were issued relating to the Company's 

transportation contract with Bicentenario. The remaining $59.1 million were drawn after the end of the third quarter 

and will be recognized as an expense in the fourth quarter of 2018. The Company has reimbursed issuing banks the 

full amount drawn under the Bicentenario SBLCs. The Company is of the view that the drawdown of the SBLCs was 

wrongful and is evaluating its remedies with respect thereto. 

 

The Company has alternative transportation agreements in place which provide sufficient capacity for the evacuation 

and sale of its oil production in Colombia. 
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Production: 

Production Summary    

Net Production1 2018 2017 

 Q3 Q2 Q3 

Oil (bbl/d)    

Colombia 50,446 52,441 58,836 

Peru 3,990 7,195 6,805 

Total Oil (bbl/d) 54,436 59,636 65,641 

    

Natural Gas (boe/d)2    

Colombia 4,122 4,504 5,427 

Total Natural Gas (boe/d) 4,122 4,504 5,427 

    

Net Production (boe/d) 58,558 64,140 71,068 

Production Before Royalties (boed/d)3 66,393 72,026 77,411 

Sales volumes (boe/d) 61,071 67,822 63,162 
1Additional production details are available on page 5 of the MD&A.  

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

3 The Company has changed the way it reports production before royalties in Peru, refer to page 6 in the MD&A "Peru Royalties - Block 192 Contract." 

 

Current net production is over 65,000 boe/d and is expected to continue to increase during the fourth quarter as the 

Quifa SW water handling expansion project comes on stream. Net production in the third quarter of 2018 averaged 

58,558 boe/d, a decrease of 9% compared with the second quarter of 2018. The decrease in quarterly net production 

was a result of a suspension of production from Block 192 in Peru due to the declaration of force majeure by Petroperu 

S.A. on the NorPeruano pipeline which transports crude oil from Block 192 to the export terminal at Bayovar. The 

pipeline was out of service between June 4, 2018 and August 30, 2018 when it was restarted. Since the pipeline was 

restarted, average net production has been approximately 9,500 bbl/d or 12% higher than before the force majeure 

event, reflecting benefits from work-over and other maintenance activities which were undertaken while production 

was suspended. 

 

Production from Colombia decreased 4% during the third quarter of 2018 compared with the previous quarter, as a 

result of temporary water injection restrictions encountered on the Casimena block, and natural production declines 

in the Company's natural gas assets in the country. 

 

Sales volumes for the three months ended September 30, 2018, were lower than the comparable prior year period 

primarily due to lower production in Colombia and higher inventory in Peru, resulting in lower volumes available for 

sale. During the third quarter of 2018, the Company sold more barrels than it produced in Colombia, resulting in an 

overlift liability position of 809 Mbbl at the end of the quarter. 

 

During the third quarter of 2018, total capital expenditures were $124.0 million, 43% higher than $86.8 million in the 

previous quarter and 155% higher in comparison with $48.6 million in the third quarter of 2017. The increase during 

the third quarter relates to drilling operations for the Acorazado-1 exploration well on the Llanos 25 block in 

Colombia, 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. 
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A total of 39 wells were drilled in the third quarter of 2018, in line with 40 wells planned. Thirty-one heavy oil 

development wells and two water injection wells were drilled in the Quifa SW area in connection with the increased 

fluid handling capacity that is expected to come on stream in the fourth quarter. Three light oil development wells 

were drilled on the Guatiquia block, two at Avispa and one at Alligator. A second Alligator well, Alligator-5, 

encountered the edge of the field and was uneconomic. The Company also completed the drilling of two exploration 

wells, the Acorazado-1 well on the Llanos 25 block onshore Colombia and the Delfin Sur-1 well on block Z-1 offshore 

Peru, the results of which have been previously disclosed. 

 

During the fourth quarter of 2018, the Company plans to drill 36 wells including 22 development wells in the Quifa 

SW area, four development wells in its light and medium oil areas, three exploration wells, five water injection wells 

at Orito and Neiva, and two water injection wells in the Quifa SW area. The Company will keep 10 rigs active 

throughout the fourth quarter. 

 

Exploration and Development Update: 

On October 30, 2018 the Company started the commissioning of the water handling expansion project at the Quifa 

SW block. The project is expected to add approximately 450,000 bbl/d of new water handling capacity or a 40% 

increase to the current capacity. The Company plans to start the project in phases throughout the fourth quarter with 

full capacity on stream by the end of the year. The increased water handling capacity is expected to be able to deliver 

between 2,000 and 3,000 bbl/d of incremental net production by year end. 

 

During the fourth quarter of 2018, the Company plans to drill three exploration wells compared to the prior plan of 

five wells: the Coralillo-3 well on the Guatiquia block which follows on from the successful Coralillo-1 well drilled 

and completed earlier in the year; the Chaman-2D commitment well on the Sabanero block; and the Jaspe-7D well in 

the Jaspe field within the Quifa area, a follow up to the successful Jaspe-6D well drilled in January 2018. The 

Cocodrillo-1 and Jaspe-8D wells will now be drilled in the first half of 2019 as a result of permitting delays. 

 

The Company will commence the expansion of the waterflood pressure maintenance project in the Neiva field by 

drilling six water injector wells in the fourth quarter. Upon completion of the drilling of the injector wells it is expected 

that pressure response and increased production will be encountered in the following six to twelve months.  The 

expansion of the Neiva waterflood project will be the second pressure maintenance project to be implemented at 

Frontera post restructuring, following the pressure maintenance project at the Company´s Copa field in the Cubiro 

block. 

 

The Company continues to drill additional development wells in various blocks identified by ongoing technical 

reviews of its assets.  In June 2018, the ANH granted an extension of acreage to the Cravo Viejo block allowing the 

Company to capture additional acreage containing a mapped extension to the Zopilote field.  This additional acreage 

has allowed the Company to commence the drilling of Zopilote Sur-1, to be followed by Zopilote Sur-2 subject to 

ANH approval. Additionally, the Company will drill two development wells on the Candelilla field in the Guatiquia 

block following the identification of separate Lower Sand-1 and Guadalupe formation opportunities which were 

previously thought not to be present.  The Company was also recently successful in drilling a well in the Alligator 

field to more than 12,000 feet using only two casing strings. This new well design will now be used in certain future 

development wells, thereby contributing to a reduction in overall drilling costs. 

 

The Company has received approval from its partner 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. The results of the test will 

provide the information required to evaluate the declaration of commerciality in 2019. The Company has secured 
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approval from Ecopetrol to commence a cost cutting pilot drilling program in the Quifa field, which if successful will 

permit the drilling of the future horizontal development wells in a more cost-effective manner. 

The Company is in advanced discussions with 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. 

 

Annual Guidance Update: 

The Company is affirming 2018 Operating EBITDA guidance of $400 to $450 million, and transportation costs per 

boe, while updating its annual guidance for net production, capital expenditures and production costs to reflect year-

to-date results. The midpoint of average annual daily net production guidance is lowered by 5% to 64,000 boe/d (from 

67,500 boe/d) with a corresponding 5% decrease to the midpoint of capital expenditures guidance to $450 million 

(from $475 million). Production cost guidance is increased to a midpoint value of $14.25/boe (from $13.00/boe), to 

reflect lower daily production volumes and inflationary pressures due to higher oil prices. General and administrative 

cost guidance for the year was decreased by 5% to a midpoint of $100 million (from $105 million), to reflect the 

benefit of recent cost savings initiatives. The guidance reflects an assumed average annual oil price of $73/bbl Brent 

(4% increase) and a realized oil price differential of $5 bbl (5% decrease). 

 

 
Updated 2018 

Guidance1 2018 YTD 
Previous 2018 

Guidance2 

Average annual net production after royalties (boe/d) 63,000 to 65,000 62,947 65,000 to 70,000 

Capital expenditures ($MM) 440 to 460 290 450 to 500 

Production cost ($/boe) 14.00 to 14.50 14.08 12.00 to 14.00 

Transportation cost ($/boe)3 12.50 to 13.50 12.73 12.50 to 13.50 

Operating EBITDA ($MM) 400 to 450 304 400 to 450 

General and administrative ($MM) 95 to 105 71 100 to 110 

1Updated guidance assumes $73/bbl Brent, and realized oil price differential of $5.00/bbl. As a result of the increased oil price assumption, realized and expected 

losses from risk management activities is estimated at approximately $184 million in 2018, up from $160 million included in current guidance based on $70/bbl 

Brent. These losses impact Operating EBITDA directly. 

2Guidance as updated on August 2, 2018 assumes $70/bbl Brent, and realized oil price differential of $5.00/bbl to $5.50/bbl.  

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

 

Third Quarter 2018 Conference Call Details: 

 

As previously disclosed, a conference call for investors and analysts is scheduled for Thursday, November 8, 2018 at 

8:00 a.m. (MST) and 10:00 a.m. (EST,GMT-5). 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 

Conference ID:     4789788 

Webcast:       www.fronteraenergy.ca 
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A replay of the conference call will be available until 11:59 p.m. (EST, GMT-5), Thursday, November 22, 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:    4789788 

 

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 

levels, timing of completion of certain projects, revenue and cash flow generation, expected oil prices, impacts of 

hedging programs, cash flow and costs (including potential uses of the Company's cash), anticipated costs savings, 

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; failure to meet projected timelines, 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; 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 
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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 EBITDA, general and administrative expenses, capital savings, 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. 

 

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 new release contains the following terms that do not have standardized definitions in IFRS: “operating 

EBITDA”, “operating netback”, and “net sales”. These financial measures, together with measures prepared in 

accordance with IFRS, provide useful information to investors and shareholders, as management uses them to 

evaluate the operating performance of the Company. The Company’s determination of these non-IFRS measures may 

differ from other reporting issuers and therefore are unlikely to be comparable to similar measures presented by other 

companies. Furthermore, these non-IFRS measures should not be considered in isolation or as a substitute for 

measures of performance or cash flows as prepared in accordance with IFRS. 

 

Changes in Presentation of Non-IFRS Measures 

 

Beginning with the MD&A for the third quarter of 2018, the Company changed the composition and terminology of 

certain non-IFRS measures while eliminating other metrics that are no longer considered in its assessment of 

operational and financial performance. These changes resulted from a comprehensive review of key performance 

disclosures to improve the clarity and comparability of the Company’s financial and operational results amongst its 

industry peer group in Canada and Latin America. As a result of this review, the following changes have been 

incorporated in this new release: 

 

•  Operating netback: Royalties and diluent cost have been reclassified from operating costs to net sales realized 

price. Royalties (previously referred to as “PAP and cash royalties”) was reclassified as the Company now 

reports revenue net of royalties in the Interim Financial Statements. The cost of diluent is recognized within 

net sales realized price in order to offset the incremental impact on sales as this cost is partially recovered 

when the blended product is sold.  

 

•  Net sales was previously referred to as “total sales after realized (loss) gain on risk management contracts”. 

In addition, the Company changed the calculation of this measure to also deduct royalties and diluent cost 
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for the same reasons described above. For netback purposes, the Company removes all the effects of trading 

activities from its per barrel metrics.  

 

The following have been eliminated as non-IFRS measures and will no longer be reported by the Company: 

 

•  “Adjusted EBITDA” and “adjusted netback” were removed as non-IFRS measures, as the Company no 

longer incurs fees for suspended pipeline capacity, which represented the most significant adjustment from 

operating EBITDA. As a result, the Company believes that one measure of EBITDA and netback is more 

useful for management, analysts, investors and other stakeholders to evaluate its operating performance.  

 

•  “Adjusted funds flow from operations (“FFO”)” and “adjusted FFO netback” were removed as non-IFRS 

measures, as the Company believes that cash provided by operating activities, which is defined in IFRS, 

represents a more commonly used and better understood measure of the Company’s ability to generate cash 

from its operations.  

 

All non-IFRS measures reported for previous quarters and included in this new release have been recalculated and 

presented using the approach described above. 

 

Operating EBITDA 

 

EBITDA is a commonly used measure that adjusts net income (loss) as reported under IFRS to exclude the effects of 

income tax expense, net finance costs and DD&A. 

 

Operating EBITDA represents the operating results of the Company’s primary business, excluding the items noted 

above, including fees paid on suspended pipeline capacity, other investments (such as infrastructure assets), certain 

non-cash items (such as impairments, unrealized foreign exchange and risk management movements, and share-based 

compensation) and gains or losses arising from the disposal of capital assets. In addition, other unusual or non-

recurring items are excluded from operating EBITDA as they are not indicative of the underlying core operating 

performance of the Company. 
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The following table provides a complete reconciliation of net income (loss) to operating EBITDA: 

 
Three Months Ended September 

30 

Nine Months Ended September 

30 

(in thousands of US$) 2018 2017 2018 2017 

     
Net income (loss) (1) 45,105 (141,115) (142,452) (184,159) 

     
Adjustments     

Reversal of provision related to high-price 

clause (21,832) — (21,832) — 

Fees paid on suspended pipeline capacity 5,633 34,838 82,372 84,175 

Payments under terminated pipeline contracts 15,578 — 15,578 — 

Share-based compensation 1,042 233 3,876 486 

Depletion, depreciation and amortization 78,041 87,802 236,290 287,184 

Impairment and exploration expenses 59,071 74,000 189,348 86,712 

Restructuring, severance and other costs 2,108 2,393 6,500 10,181 

Share of income from associates (19,239) (27,452) (74,649) (61,377) 

Equity tax — — — 11,694 

Foreign exchange loss (gain) 1,094 (6,511) (9,712) (5,348) 

Finance costs, net 6,059 7,207 19,805 18,690 

Unrealized (gain) loss on risk management 

contracts (61,830) 43,567 (75,945) (9,012) 

Other loss, net 2,606 8,487 3,909 639 

Reclassification of currency translation 

adjustments — — 50,847 — 

Loss on extinguishment of debt — — 25,628 — 

Income tax (recovery) expense (19,817) 12,134 2,654 25,703 

Non-controlling interests (164) 10,302 (8,107) 19,616 

Operating EBITDA 93,455 105,885 304,110 285,184 

1Net income (loss) attributable to equity holders of the Company. 

 

  2018  2017 

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

        

Financial and Operational results:        

Operating EBITDA 93,455 124,667 85,988 105,010 105,885 86,857 92,442 

 

Netbacks 

 

Management believes that Netback is a useful measure to assess the net margin of the Company's production 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 and transportation costs, and shows how efficient the Company is at extracting and selling its 

product. 
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Net Sales 

 

Net sales is a non-IFRS subtotal that adjusts revenue to include realized gains and losses from risk management 

contracts while removing the cost of dilution activities. This is a useful indicator for management as the Company 

hedges a portion of its oil production using derivative instruments to manage exposure to oil price volatility. This 

metric allows the Company to report its realized net sales after factoring in these risk management activities. The 

exclusion of diluent cost is helpful to understand the Company’s sales performance based on the net realized proceeds 

from production net of dilution, the cost of which is partially recovered when the blended product is sold. Net sales 

does not include the sales and purchases of oil and gas for trading as the gross margins from these activities are not 

considered significant or material to the Company’s operations. Refer to the reconciliation in the “Sales” section on 

page 9 of the MD&A. 

 

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: 

 

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 

Mbbl Thousand of oil barrels 

Mcf Thousand cubic feet 

Net 

Production 

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

internal consumption 

PAP High-price participation payments 

 

FOR FURTHER INFORMATION: 

 

Grayson Andersen 

Corporate Vice President, Capital Markets 

+57-314-250-1467 

ir@fronteraenergy.ca 

www.fronteraenergy.ca 

 


