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I. INTRODUCTION 

1. On November 18, 2025 (the “Filing Date”), Canacol Energy Ltd. (“Canacol”) and its 

subsidiaries 2654044 Alberta Ltd., Canacol Energy ULC, 2498003 Alberta ULC, Cantana 

Energy GmbH, CNE Oil & Gas S.R.L., Canacol Energy Colombia S.A.S., Shona Holding 

GmbH, CNE Energy S.A.S., and CNE Oil & Gas S.A.S. (collectively, the “Applicants”, 

the “Canacol Group” or the “Company”) were granted relief under the Companies’ 

Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”) by Order 

(the “Initial Order”) of the Court of the King’s Bench of Alberta (the “Court”). The relief 

granted under the Initial Order included, among other things: 

(a)  a stay of proceedings in favour of the Applicants from November 18, 2025, to 

November 28, 2025 (the “Stay Period”);  

(b) the appointment of KPMG Inc. as Monitor (“KPMG” or the “Monitor”);  

(c) authorizing the Applicants to: 

(i) continue to use the Cash Management System; 

(ii) make payment of certain obligations incurred prior to the commencement 

of the Applicants’ CCAA proceedings (the “CCAA Proceedings”); 

(d) authorizing the Monitor to act as foreign representative for the purpose of having the 

CCAA Proceedings recognized in any jurisdiction outside Canada including, without 

limitation, the United States of America (the “United States”), the Republic of 

Colombia (“Colombia”), the Republic of Panama, and/or Switzerland; 

(e) granting the Administration Charge (as defined herein); and 

(f) scheduling a hearing for the Applicants’ application for further relief (the 

“Comeback Motion”) on November 26, 2025. 

2. KPMG, in its then capacity as Proposed Monitor, provided this Court with a report dated 

November 17, 2025 (the “Pre-Filing Report”) in connection with the Applicants’ 
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application for the Initial Order. A copy of the Pre-Filing Report (without exhibits) is 

attached hereto as Appendix “A”. 

3. Copies of materials and documents filed in connection with these CCAA proceedings are 

available on the Monitor’s website at https://kpmg.com/ca/canacol (the “Monitor’s 
Website”).  In addition, the Monitor has arranged for a toll-free hotline 1-833-724-5456 

and an email address at: canacol@kpmg.ca, through which creditors of the Applicants or 

other interested parties can make inquiries with the Monitor related to the CCAA 

Proceedings.  

II. PURPOSE OF REPORT 

4. The purpose of this report (the “First Report”) is to provide the Court with information 

pertaining to: 

(a) the activities of the Applicants and the Monitor, respectively, since the issuance of 

the Initial Order;  

(b) the Applicants’ proceedings under Chapter 15 of Title 11 of the United States Code 

(the “Bankruptcy Code”, and such proceedings being the “Chapter 15 
Proceedings”); 

(c) the Applicants’ cash flow forecast (the “Updated Cash Flow Forecast”) for the 

period from November 23, 2025, to December 20, 2025 (the “Forecast Period”); 

and 

(d) The Applicants’ Comeback Motion for an Order amending and restating the Initial 

Order (the “ARIO”) to provide for, among other things: 

(i) an extension of the Stay Period to December 18, 2025; 

(ii) an increase the quantum and providing for the priority ranking of the 

Administration Charge; 

(iii) the granting of the Directors’ Charge (as defined herein); 
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(iv) authorization for the Applicants to: 

(A) make payment of obligations owing in respect of goods and services 

supplied to the Applicants prior to the Filing Date by critical 

vendors, to the extent required to ensure ongoing supply of critical 

goods and services, subject to prior approval by the Monitor, up to 

a maximum aggregate amount of $5.5 million (such payments, 

being the “Critical Vendor Payments”);  

(B) make pre-filing royalty payments to the Agencia Nacional de 

Hidrocarburos (“ANH”) (the National Hydrocarbon Agency) or 

other governmental and/or regulatory authorities in Colombia, in 

consultation with the Monitor; and 

(C) make remittances or payments of amounts payable to Colombian 

taxation authorities in respect of and including, without limitation, 

regional, municipal and national withholding taxes and value-added 

taxes, which are entitled at law to be paid in priority to claims of 

secured creditors and that are attributable to or in respect of the 

carrying on of the Business by the Applicants. 

(v) relief for Canacol and representatives of the Applicants from certain 

securities law reporting obligations under federal, provincial and other 

applicable law (the “Securities Filings”) until further order of the Court; 

and 

(vi) approval of the Pre-Filing Report and this First Report, and the actions, 

conduct and activities of the Monitor set out therein. 

III. TERMS OF REFERENCE 

5. Capitalized terms used but not defined in the First Report are as defined in the Pre-Filing 

Report. Included in the materials filed by the Applicants in support of the Comeback 

Motion and the ARIO is the Affidavit of Mr. Jason Bednar affirmed on November 22, 2025 
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(the “Bednar Comeback Affidavit”). The First Report should be read in conjunction with 

the Pre-Filing Report, the Bednar Affidavit (as defined in the Pre-Filing Report) sworn in 

support of the Initial Order, and the Bednar Comeback Affidavit, as certain information 

contained in each of the Pre-Filing Report, the Bednar Affidavit, and the Bednar Comeback 

Affidavit, respectively, has not been included herein in order to avoid unnecessary 

duplication. 

6. In preparing this First Report, KPMG has relied solely on information and documents 

provided to it by the Applicants and their respective advisors, including unaudited, draft 

and/or internal financial information, financial projections prepared by the Applicants, 

discussions with management of the Applicants, and the affidavits of the Applicants’ 

executive (collectively, the “Information”).  In accordance with industry practice, except 

as otherwise described in the Report, KPMG has reviewed the Information for 

reasonableness, internal consistency, and use in the context in which it was provided.  

However, KPMG has not audited or otherwise attempted to verify the accuracy or 

completeness of the Information in a manner that would comply with Generally Accepted 

Auditing Standards (“GAAS”) pursuant to the Chartered Professional Accountant of 

Canada Handbook and, as such, KPMG expresses no opinion or other form of assurance 

contemplated under GAAS in respect of the Information. 

7. Future orientated financial information contained in the Updated Cash Flow Forecast is 

based on the Applicants’ estimates and assumptions regarding future events.  Actual results 

will vary from the information presented even if the hypothetical assumptions occur, and 

variations may be material.  Accordingly, the Monitor expresses no assurance as to whether 

the Updated Cash Flow Forecast will be achieved.  

8. Unless otherwise stated, all monetary amounts noted herein are expressed in United States 

(“US”) dollars.    
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IV. ACTIVITIES OF THE APPLICANTS 

9. Since the date of the Initial Order, the Applicants have been managing their operations in 

the normal course and working to stabilize the business as a result of the CCAA 

Proceedings, with the assistance of the Monitor. 

10. As discussed in the Bednar Comeback Affidavit, the activities of the Applicants since the 

date of the Initial Order have included: 

(a) communicating with, providing information to, and answering questions of creditors, 

employees and other stakeholders regarding the CCAA Proceedings; 

(b) managing key relationships with customers and suppliers, and working diligently to 

operate the business in accordance with terms of the Initial Order;  

(c) working with and corresponding regularly with representatives of the Monitor 

regarding numerous matters in the CCAA Proceedings, including planned 

disbursements; 

(d) making certain payments to trade vendors related to the period prior to the Filing Date 

in the aggregate amount of approximately $660,000, which is within the maximum 

amount of $2 million authorized in the Initial Order as Critical Vendor Payments 

pursuant to subparagraph 6(c) of the Initial Order. As further discussed below, the 

Monitor understands that, in the Company’s view, these payments were required to 

maintain operations and the continued supply of gas, and the payments were 

approved by the Monitor; 

(e) making payments in the aggregate amount of approximately $1,807,000 to ANH in 

respect of pre-filing royalty payments owing for the month of September 2025 (the 

“September Royalties”), which exceeded the amount set out in the Initial Order of 

$1,657,000 by approximately $150,000. As discussed below, the Monitor 

understands that the September Royalties payments were higher than anticipated as 

additional information regarding September 2025 amounts owing was reconciled by 

the Applicants following the granting of the Initial Order, and further, that these 
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payments are necessary to retain the Company’s natural gas exploration and 

production rights in Colombia.  As set out below, the Monitor's view is that the 

Applicants have the authority to pay the additional $150,000 amount owed to ANH 

pursuant to paragraph 8(c) of the Initial Order; 

(f) arranging for payments of withholding taxes in the aggregate amount of 

approximately $4,760,000 to Colombian taxation authorities (such payments being 

payments of “Withholding Taxes”). The Monitor understands that the Withholding 

Taxes are of a nature or kind which are entitled at law to be paid in priority to claims 

of secured creditors, and that the obligations are incurred by the Applicants in the 

course of doing business, as contemplated in paragraph 8(c) of the Initial Order. As 

at the date of this First Report, the Monitor understands that these payments have not 

yet been made but are intended to be initiated before the hearing for the Comeback 

Motion.  

(g) receiving various inbound phone calls and correspondence from representatives of 

parties expressing interest in funding any interim financing (“DIP”) requirements 

during the CCAA Proceedings, and enquiring with respect to other matters in the 

CCAA Proceedings; 

(h) working with the Monitor, Plexus Capital (“Plexus”), the Applicants’ chief 

restructuring advisor, Joe Prosperi of HWS Consulting (the “Restructuring 
Advisor”), and counsel to develop an urgent process to solicit proposals from the 

existing lender groups to provide DIP financing (the “DIP Selection Process”). The 

DIP Selection Process is further discussed in a later section to this First Report; 

(i) working with the Monitor to prepare the Updated Cash Flow Forecast; 

(j) working with US and Colombian counsels and the Monitor, as foreign representative, 

in connection with the Chapter 15 Proceedings and the planned Colombian 

Recognition Proceedings (as defined below), and executing certain documents in 

respect of same; 



8 
 

(k) preparing a press release announcing the granting of the US Provisional Relief Order 

and the US Recognition Scheduling Order (each as defined below); and 

(l) seeking to schedule a hearing date for approval of any offer of DIP financing obtained 

through the DIP Selection Process. 

V. ACTIVITIES OF THE MONITOR 

11. Since the date of the Initial Order, the Monitor’s activities have included: 

(a) arranging for notice of the CCAA Proceedings to be published in the November 25, 

2025, edition of the Globe and Mail (National Edition), as required pursuant to the 

Initial Order; 

(b) filing prescribed documents with the Office of the Superintendent of Bankruptcy, 

pursuant to the CCAA; 

(c) implementing procedures for the monitoring of the Applicants’ cash flows and to 

allow for payments to be made by the Applicants in accordance with the terms of the 

Initial Order; 

(d) with the assistance of its counsel, filing, in its capacity as foreign representative, the 

petition materials required to seek interim recognition of the CCAA Proceedings in 

the Chapter 15 Proceedings; 

(e) executing certain documents, in its capacity as foreign representative, in support of 

the application for recognition proceedings in Colombia. As at the date of this First 

Report, the Monitor, in its capacity as foreign representative, is in the process of 

making an application to the Superintendency of Companies of Colombia through a 

power of attorney granted to the Applicants’ Colombian counsel seeking the 

recognition of the CCAA Proceeding as a foreign main proceeding, including 

provisional stays and related relief in Colombia (the “Colombian Recognition 
Proceedings”); 

(f) assisting the Applicants with the preparation of the Updated Cash Flow Forecast; 
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(g) assisting the Applicants with their communications with stakeholders including 

employees, vendors, lenders, and key trade partners; 

(h) receiving various inbound phone calls and correspondence from representatives of 

parties expressing interest in funding any DIP requirements during the CCAA 

Proceedings, and enquiring with respect to other matters in the CCAA Proceedings; 

(i) working with the Applicants, Plexus, the Restructuring Advisor, and counsel to 

develop and carry out the DIP Selection Process;  

(j) in collaboration with Plexus, assisting the Applicants in evaluating their DIP 

financing requirements during the CCAA Proceedings; 

(k) as further discussed below, approving certain Critical Vendor Payments, in the 

aggregate amount of approximately $660,000; 

(l) attending various teleconferences and in-person meetings with representatives of the 

Applicants and the Applicants’ counsel in respect of the Canacol Group’s cash flows 

and liquidity requirements (as further discussed below), operations, and the CCAA 

Proceedings generally; 

(m) maintaining the Service List, and the Monitor’s Website where all Court documents 

and other material documents pertaining to the CCAA Proceedings and the Chapter 

15 Proceedings are available in electronic form; 

(n) reviewing materials served by the Applicants in connection with the Comeback 

Motion; and 

(o) preparing this First Report. 

VI. CHAPTER 15 PROCEEDINGS 

12. In accordance with the Initial Order, on November 19, 2025, the Monitor in its capacity as 

authorized foreign representative of the Canacol Group filed petitions for relief under 

chapter 15 of the Bankruptcy Code in the United States Bankruptcy Court, Southern 
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District of New York (the “US Court”) recognizing the CCAA Proceedings as a “foreign 

main proceeding”. These filings commenced the Chapter 15 Proceedings as proceedings 

ancillary to those pending in this Court. In addition to the petitions, the Monitor filed 

certain motions for provisional and ancillary relief (the “US Provisional Relief”). 

13. On November 20, 2025, motions for the US Provisional Relief were heard before the 

Honorable Judge Jones, who granted the orders sought as follows:  

(a) an Order Granting Provisional Relief Pursuant to Section 1519 of the Bankruptcy 

Code (the “US Provisional Relief Order”) in respect of the US Provisional Relief 

requested by the Foreign Representative; and 

(b) an Order Scheduling Recognition Hearing and Specifying the Form and Manner of 

Service and Notice (the “US Recognition Scheduling Order”), scheduling a hearing 

of the US Recognition Proceedings for December 11, 2025. 

14. Copies of the US Provisional Relief Order and the US Recognition Scheduling Order are 

attached as Exhibit “C” and Exhibit “D”, respectively, to the Bednar Comeback Affidavit. 

Copies of the materials filed, and orders made, in the Chapter 15 Proceedings have also 

been, and will continue to be, made available on the Monitor’s Website. 

VII. PRE-FILING PAYMENTS 

Critical Vendor Payments 

15. Pursuant to the Initial Order, the Applicants were authorized to make payments in respect 

of amounts owing for goods and services supplied by certain critical third-party suppliers 

prior to the Filing Date (the “Critical Vendor Payments”), up to an aggregate maximum 

amount of $2 million, and subject to the prior approval of the Monitor.  

16. As noted above, the Canacol Group has made Critical Vendor Payments to certain critical 

suppliers in partial payment of amounts owing prior to the Filing Date, in the aggregate 

amount of approximately $660,000. The Critical Vendor Payments made to date primarily 

relate to ongoing drilling and maintenance capital expenditures and transportation expenses 
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to vendors that are critical for ongoing operations of the Canacol Group, and the payments 

were made with the approval of the Monitor. 

17. The Applicants, in consultation with the Monitor, have determined that Critical Vendor 

Payments totaling up to $5.5 million will be necessary during the Forecast Period, 

including the $660,000 already disbursed. Accordingly, the Applicants are seeking 

approval in the ARIO to increase the maximum aggregate amount permitted for Critical 

Vendor Payments from $2 million to $5.5 million. 

18. As discussed in the Pre-Filing Report, the Critical Vendor Payments are primarily proposed 

to pay for the Company’s critical vendors in Colombia who are not easily replaceable and 

are essential, specialized service providers whose continued support is required to maintain 

safe, continuous operations in Colombia’s oil and gas fields and are therefore critical to the 

Applicants being able to continue in business. The Monitor understands that these critical 

vendors may withhold services or repossess critical assets absent payment of outstanding 

pre‑filing amounts, notwithstanding the granting of the Initial Order, and that this may 

continue to be the case in Colombia even upon recognition of the Initial Order pursuant to 

the Colombian Recognition Proceedings.  

19. The Monitor supports the relief being requested by the Applicants in this regard, for the 

following reasons: 

(a) the Monitor understands that the Critical Vendor Payments are intended to be 

reserved for vendors which are essential to avoiding business disruptions and safety 

and environmental risks, and to maintaining stable operations to provide for supply 

continuity and to maximize stakeholder value; 

(b) as noted in the Pre-Filing Report, the Canacol Group reported approximately $108 

million in accounts payable for the period ended September 30, 2025; the $5.5 million 

in Critical Vendor Payments authorization proposed by the Applicants is a small 

fraction of the Company’s trade obligations; and 

(c) consistent with the Initial Order, the Critical Vendor Payments are only sought to be 

made with the approval of the Monitor. 
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Royalty Payments to ANH 

20. As noted in the Pre-Filing Report, royalties are determined in accordance with a sliding 

scale depending on produced volume of oil and gas. The Monitor understands that royalties 

are paid monthly, 60 days after production, and further, that these payments are necessary 

to preserve the Company’s natural gas exploration and production rights in Colombia. 

21. Pursuant to the Initial Order, the Applicants were entitled to make payments to ANH and 

other government and regulatory authorities for royalties arising prior to the Filing Date in 

the amount of $1,657,000, which amount was intended to represent royalties payable 

related to the month of September, 2025.  

22. As noted above, following the issuance of the Initial Order, the Applicants are arranging 

to pay the September Royalties owing, in the amount of approximately $1,807,000, on or 

about the due date. The Monitor understands that the September Royalties are higher than 

anticipated (and higher than the amount expressly permitted in paragraph 6(d) of the Initial 

Order) by $150,000 as the Applicants gathered further information on the September 

Royalties owing following the granting of the Initial Order, ultimately determining that the 

amount owing was greater than $1,657,000.  The Monitor understands from the Company 

and its Colombian counsel that the payment to ANH is a critical payment to a governmental 

authority in the nature of “taxes, assessments or levies of any nature or kind which are 

entitled at [Colombian] law to be paid in priority to claims of secured creditors and that are 

attributable to or in respect of the carrying on of the Business by the Applicants”, as is 

contemplated in paragraph 8(c) of the Initial Order.  On that basis, the Monitor agrees with 

the Applicants’ view that paragraph 8(c) authorizes the Applicants to pay the additional 

$150,000 amount owed to ANH. 

23. As part of the Comeback Motion, the Applicants are seeking the Court’s approval to pay 

further pre-filing royalty obligations for the months of October 2025 and November 2025 

(up to the Filing Date), as they become due in December 2025 and January 2026, 

respectively. The Monitor understands that while the precise amount of royalty payments 

outstanding cannot be determined at this time, in particular as the month of November has 



13 
 

not yet concluded, the Company estimates that the remaining pre-filing royalty obligations 

will not exceed $3.5 million.  

24. As further detailed in the Bednar Comeback Affidavit, Canacol’s interests in its oil and gas 

properties were acquired pursuant to the exploration and production contracts (each an 

“E&P Contract”) with ANH. Exploration and production rights provided under the E&P 

Contracts are critical to ongoing business and operations of the Applicants. The Monitor 

understands that royalties are legally mandated, and payments of royalties are essential for 

the duration of the CCAA Proceedings to ensure the E&P Contracts are not disrupted or 

terminated. Accordingly, the Monitor supports the relief being requested by the Applicants 

in this regard. 

Withholding Taxes 

25. The Monitor understands that there are tax amounts owing to Colombian taxation 

authorities in respect of amounts withheld on customer receipts, and vendor payments for 

capital expenditures and operating expenses pertaining to the period prior to the Filing 

Date. The Monitor further understands from the Applicants and their Colombian counsel 

that these amounts constitute priority payables, that failing to remit these taxes is a criminal 

offence in Colombia, may result in penalties to the Company, and that the Colombian 

entities within the Canacol Group will not be permitted to file the Colombian Recognition 

Proceedings if there is a payment default on such Withholding Taxes. Accordingly, as 

included in the Updated Cash Flow Forecast further discussed below, the Monitor 

understands the Applicants intend to make all outstanding priority Colombian tax 

payments so they may carry on in the normal course in accordance with Colombian law, 

as authorized by paragraph 8 (c) of the Initial Order.  

VIII. UPDATED CASH FLOW FORECAST 

26. The Applicants, with the assistance of the Monitor, have prepared the Updated Cash Flow 

Forecast for the purpose of projecting the estimated liquidity needs of the Applicants during 

the Forecast Period. A copy of the Updated Cash Flow Forecast, accompanying notes and 
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a report containing prescribed representations regarding the preparation of the Updated 

Cash Flow Forecast are attached hereto as Appendix “B”. 

27. The Updated Cash Flow Forecast has been prepared on a conservative basis using probable 

and hypothetical assumptions set out in the notes to the Updated Cash Flow Forecast. The 

Updated Cash Flow Forecast reflects the Applicants’ estimates of receipts and 

disbursements on a weekly basis over the Forecast Period.   

28. The Monitor understands that the Forecast Period extends only through December 20, 2025 

(and not through December 27, 2025, being the ending date in the Cash Flow Forecast 

prepared in support of the Initial Order), as the Company and the Monitor are continuing 

to evaluate the impact of the expiry of approximately $21 million of letters of credit 

(“LCs”) by the end of December that require cash collateralization or replacement. 

Further, the Monitor understands that the Company is projecting to have sufficient liquidity 

only through the week ending December 20, 2025, and not beyond, absent securing a DIP 

facility. As further discussed below, the Monitor expects that the Applicants will seek 

approval of a DIP facility prior to the end of the Forecast Period. 

 

29. Forecast operating cash receipts over the Forecast Period total approximately $23.9 

million, primarily related to collections of monthly payments from the customers of the 

The Canacol Group
4-Week Cash Flow Forecast
In USD ($000's); unaudited
Receipts

Receipts 23,892           
Total receipts 23,892           

Operating disbursements
Pre-filing expenses (4,839)            
Operating expenses (4,486)            
Royalties (4,336)            
Payroll (1,929)            
Capital expenditures (7,010)            
Tax payable (6,405)            
Letters of credit (5,298)            
Professional fees (800)               

Total operating disbursements (35,102)          

Net cash flow (11,210)          

Opening cash 18,031           
Net cash flow (11,210)          

Ending cash 6,821             



15 
 

Canacol Group in connection with its sales through the long-term, fixed-price Offtake 

Agreements. 

30. Forecast operating disbursements over the Forecast Period total approximately $35.1 

million and primarily consist of: 

(a) capital expenditures ($7.0 million); 

(b) Withholding Taxes ($6.4 million); 

(c) projected cash collateralization of expiring LCs ($5.3 million), reflecting cash 

collateralization for a portion of the aggregate $21 million of LCs expiring in 

December (the balance of the $21 million of LCs expire by December 31, 2025, but 

outside of the Forecast Period); 

(d) pre-filing payments ($4.8 million, discussed further below); and 

(e) royalty payments ($4.3 million), of which approximately $3.5 million relate to the 

pre-filing period, including payment of the September Royalties anticipated to be 

paid prior to the hearing for the Comeback Motion.  

31. Net cash outflow is forecasted to be approximately $11.2 million over the Forecast Period. 

32. As discussed above, the proposed ARIO contemplates an increase to the authorized amount 

of Critical Vendor Payments from $2 million per the Initial Order, to $5.5 million, of which 

$660,000 has already been paid. Accordingly, for conservatism, the maximum remaining 

amount of $4.8 million under the proposed increased limit of Critical Vendor Payments 

has been included in the Updated Cash Flow Forecast. Critical Vendor Payments will be 

limited to what is necessary to preserve value and maintain operations, and can only be 

made in consultation with, and with the consent of, the Monitor. 

33. The Monitor notes that the Updated Cash Flow Forecast has been prepared solely for the 

purpose described above, and readers are cautioned that it may not be appropriate for other 

purposes, including for the DIP Selection Process (discussed below).  
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IX. DIP SELECTION PROCESS 

34. As noted above, the DIP Selection Process was developed by the Applicants, Plexus, the 

Restructuring Advisor, and the Monitor to: i) establish an orderly, transparent and fair 

process for the identification of a DIP lender; and ii) assist the Applicants in obtaining DIP 

financing to address the urgent liquidity needs of the Canacol Group, while preserving 

financial flexibility for their restructuring efforts. 

35. On or about November 21, 2025, Canacol, on behalf of the Applicants, sent a letter to the 

Prospective DIP Lenders (as defined below) describing the DIP Selection Process (the 

“DIP Process Letter”, a copy of which is attached as Exhibit “B” of the Bednar Comeback 

Affidavit, and hereto as Appendix “C”).  

36. The parties to whom the DIP Process Letter was sent include two (2) separate ad hoc 

committees of certain holders of the Senior Notes (each a “Bondholder Group”), the RCF 

lenders, Macquarie, and parties who have expressed an interest in providing DIP financing 

to the Applicants (the “Prospective DIP Lenders”). Plexus is leading the interfacing 

efforts with Prospective DIP Lenders who choose to participate in the DIP Selection 

Process. 

37. In accordance with the DIP Selection Process, as of the date of this First Report, all 

Prospective DIP Lenders who agree to the Applicants’ confidentiality terms have, or will 

prior to the Submission Deadline (as defined below) have, the opportunity to receive the 

same information. 

38. The key terms of the DIP financing sought (not an exhaustive list) as described in the DIP 

Process Letter are: 

(a) the Applicants are seeking a two-tranche DIP facility (the “DIP Financing”) as 

follows:  

(i) the first tranche, in the amount of at least $60 million (the “Minimum DIP 
Amount”), to be used to fund the Company’s short-term liquidity 
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requirements, including to collateralize approximately $21 million of LCs 

expiring over the course of December 2025; and 

(ii) a second tranche, in an amount to be determined, to address the Company’s 

longer-term operational needs during these CCAA Proceedings, including 

its drilling and exploitation efforts (the “Second Tranche”). 

(b) The Minimum DIP Amount is to be funded no later than December 15, 2025, 

although this date may be extended depending upon the scheduling of the DIP 

approval hearings with this Court and the US Court. In line with the DIP Process 

Letter, the Monitor understands that the Applicants are requesting a Court hearing in 

advance of a US Court hearing in the Chapter 15 Proceedings currently scheduled for 

December 18, 2025, for recognition of any DIP approval order granted by this Court. 

(c) Security: subject to an order of the Court and recognition of the same by the US 

Court, the DIP Financing will be afforded a super-priority charge on the current and 

future assets, undertakings and properties of the Applicants located in Canada and 

the United States that rank in priority to all other charges, save and except for the 

Administration Charge, subject to an order of the Court granting same. While the DIP 

Process Letter refers to security only over assets in Canada and the United States, the 

Monitor understands that this clarification is intended to advise Prospective DIP 

Lenders of specific limitations on court-ordered charges in the legal framework of 

the Colombian Recognition Proceedings.  

(d) Material conditions: the DIP Process Letter states that the DIP Financing will be 

conditional on an order of the Court approving same, and related recognition in the 

Chapter 15 Proceedings, however it shall not be conditional on approval of the DIP 

Financing in the Colombian Recognition Proceedings. As at the time of preparation 

of this Report, it is anticipated that Court approval of the DIP Financing sought in 

December will be limited to the Minimum DIP Amount at that time. Funding of the 

Second Tranche thereafter is to be conditional only on Court approval of same;  
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(e) Repayment: the DIP Financing can be replaced at any time by the Company with a 

DIP financing facility from another party whether in connection with a 

recapitalization transaction or otherwise (an “Alternative DIP”). The Monitor 

understands that such flexibility in the DIP Financing is essential to the Applicants’ 

broader restructuring efforts; 

(f) Maturity date: the DIP Financing will mature on the earlier of:  

(i) the closing of an Alternative DIP;  

(ii) consummation of a plan of arrangement or compromise or other 

restructuring, recapitalization or sale transaction in respect of the Canacol 

Group, or all or substantially all of its property and assets; and  

(iii) a mutually acceptable maturity date based on the size of the DIP Financing 

relative to the Applicants’ liquidity needs. 

39. The key components of the DIP Selection Process as described in the DIP Process Letter 

are as follows: 

(a) Submission deadline: Prospective DIP Lenders must submit a binding term sheet 

capable of acceptance by the Company, with no requirement for credit committee or 

other internal approvals (each a “DIP Proposal”), by no later than 5:00 p.m. (Eastern 

Time) on November 27, 2025 (the “Submission Deadline”). The Company, with the 

approval of the Monitor, may extend the Submission Deadline in its discretion. As at 

the date of this First Report, the Submission Deadline has not been extended; 

(b) DIP Proposal selection:  

(i) following the Submission Deadline, the Company, in consultation with the 

Monitor, will review the DIP Proposals and select a successful proposal on 

or around November 29, 2025 (subject to discretionary extension, which 

has not been done at the date of this First Report); 
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(ii) in evaluating proposals, the Company, in consultation with the Monitor, 

may consider any of the following factors (not an exhaustive list): sizing, 

structure and availability, refinancing optionality and flexibility, cost of the 

DIP Financing (including fees), covenants, the proposed security package 

and intercreditor arrangements, execution and closing certainty (including 

any conditions to funding), the scope of required documentation, and the 

Prospective DIP Lender’s track record, sector expertise, and familiarity 

with the Company’s business and operations, as well as governance 

expectations; 

(iii) the Company may, in consultation with the Monitor, conduct negotiations 

with one or more Prospective DIP Lenders in connection with any DIP 

Proposals, and may request additional information or meetings with any 

Prospective DIP Lender; 

(iv) the Company shall be required to accept neither the DIP Proposal with the 

lowest cost of financing, nor any DIP Proposal whatsoever. Selection of any 

DIP Proposal shall be subject to final approval by the Company’s board of 

directors and the Court; and 

(v) the DIP Selection Process may be amended, suspended or terminated at any 

time or for any reason, in consultation with the Monitor. 

40. As at the date of this First Report, the Monitor understands that certain interested parties 

have negotiated or are negotiating the scope and terms of confidentiality agreements in the 

DIP Selection Process to be granted access to the virtual data room containing diligence 

information. 

X. STAY EXTENSION 

41. The current Stay Period expires on November 28, 2025. The Applicants are seeking an 

extension of the stay of proceedings to December 18, 2025, which the Monitor understands 

is intended to provide the Company with time in which to secure a DIP Facility, as is 

anticipated to be required no later than December 20, 2025.  
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42. The DIP Selection Process contemplates closing of the selected and court-approved DIP 

Proposal by no later than December 15, 2025, but also contemplates that the DIP Selection 

Process may be amended at any time or for any reason in consultation with the Monitor. In 

consideration of the current uncertainty as to timing of Court approval of the selected DIP 

Proposal and recognition of the same by the US Court, a stay extension to December 20, 

2025, will allow some flexibility for the scheduling of those court hearings.  

43. The Monitor supports the Applicants’ request for an extension of the stay of proceedings 

to December 18, 2025, for the following reasons: 

(a) the Applicants are acting in good faith and with due diligence and circumstances exist 

that make an extension of the stay appropriate as set out below; 

(b) the extension of the Stay Period will provide the Applicants the opportunity to seek 

bids, negotiate and definitively enter into a DIP term sheet subject to this Court’s 

approval, and seek this Court's approval and recognition of the same by the US Court, 

with a view to furthering its restructuring under the CCAA; and 

(c) the granting of the extension of the Stay Period should not materially prejudice any 

creditor of the Applicants as the Updated Cash Flow Forecast reflects that the 

Applicants are projected to have sufficient funding to continue to operate in the 

normal course through the proposed stay extension period.  

XI. PROPOSED COURT ORDERED CHARGES  

44. The proposed ARIO provides for two (2) priority charges (collectively the “Proposed 
Charges”) on the current and future assets, undertakings and properties of the Applicants 

wherever located, including all proceeds thereof, that rank in priority to all other charges, 

in the following order: 

(a) First, the Administration Charge (as defined below, to the maximum amount of $1.5 

million); and 

(b) Second, the Directors’ Charge (as defined below, to a maximum of $1 million). 



21 
 

Administration Charge 

45. The Initial Order provided for a charge on all Property of the Applicants in favour of the 

Monitor, counsel to the Monitor, and the Applicants’ counsel (collectively, the 

“Insolvency Professionals”), as security for their respective fees and disbursements 

incurred in connection with the CCAA Proceedings (the “Administration Charge”) in the 

aggregate amount of $1,000,000 for the initial 10-day stay period. The Initial Order granted 

the Administration Charge over all Property of the Applicants, in priority to all 

Encumbrances, saved and except for the secured claims of Macquarie, as sole secured 

lender.  

46. As part of the Comeback Motion, the Applicants are now seeking: 

(a) that the Administration Charge be ranked in priority to all other security, charges and 

encumbrances in favour of any person over the Property, including Macquarie; and 

(b) an increase in the Administration Charge to $1.5 million. 

47. The Insolvency Professionals include corporate and restructuring counsel of the Applicants 

in Canada, the United States and Colombia, and restructuring counsel of the Monitor in 

Canada and the United States. 

48. The Monitor is in the process of arranging an independent legal review of the validity, 

enforceability and priority of the security granted by the Applicants in respect of the 

Macquarie Debt. 

49. The Monitor is of the view that the increased Administration Charge, and its proposed 

ranking, are reasonable and appropriate in the circumstances, having considered, among 

other things: 

(a) the work completed to date in preparation for the CCAA Proceedings and since the 

date of the Initial Order, including preparation for the Comeback Motion, the DIP 

Selection Process, the Chapter 15 Proceedings and the Colombian Recognition 

Proceedings by the Insolvency Professionals, which has been material; 
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(b) the size of the court-ordered charge has been calculated in consultation with the 

Monitor, taking into account the expected future costs of all of the Insolvency 

Professionals covered by the Administration Charge in respect of the CCAA 

Proceedings and the recognition proceedings, and the cadence of payment of 

invoices, including as projected in the Updated Cash Flow Forecast;  

(c) the size and ranking of the court-ordered charge is comparable to the size and ranking 

of court-ordered charges granted in similar proceedings requiring foreign court 

recognition; and 

(d) the proposed ranking of the Administration Charge is not anticipated to prejudice 

Macquarie. As noted in the Pre-Filing Report and in the Bednar Affidavit,1 as of 

September 30, 2025, the Canacol Group reported total assets with a net book value 

of approximately $1.3 billion and total liabilities with a net book value of $900 

million. The Monitor understands the total liabilities include the amount outstanding 

under the Macquarie Debt (as defined in the Pre-Filing Report), which at the date of 

the Initial Order was approximately $38 million. 

Directors’ Charge 

50. As discussed in the Pre-Filing Report, in their Application for the Initial Order, the 

Applicants sought a charge in the maximum amount of CAD $1 million to secure the 

Applicants’ indemnity obligations to the current directors and officers of the Applicants 

(the “Directors and Officers”) against obligations and liabilities that they may incur as 

directors or officers of the Applicants after the commencement of these CCAA Proceedings 

(the “Directors’ Charge”). 

51. The relief sought in the Initial Order contemplated that the Directors and Officers would 

only be entitled to the benefit of the Directors’ Charge to the extent that they did not have 

coverage under any directors’ and officers’ insurance policy, or to the extent such coverage 

were to be insufficient to pay an indemnified amount. As further discussed in the Pre-Filing 

 
1 Bednar Affidavit, paras 80 and 88. 



23 
 

report, the Monitor understands that the Applicants maintain directors’ and officers’ 

liability insurance (the “D&O Insurance”).  

52. Due to the availability of coverage provided by the D&O Insurance, the Court did not 

consider a Directors’ Charge necessary to secure the Applicants’ indemnity obligations to 

the Directors and Officers in the initial 10-day stay period. Accordingly, the Court did not 

grant the Directors’ Charge in the Initial Order. 

53. As part of the Comeback Motion, the proposed ARIO provides for the Directors’ Charge: 

(a) up to a maximum amount of $1 million; 

(b) ranking in priority to all other charges, except for the Administration Charge; and 

(c) from which the Directors and Officers will only benefit to the extent that coverage 

under existing D&O Insurance is not available, or should the Retention Amount (as 

defined below) become payable.  

54. As noted in the Bednar Comeback Affidavit, the Monitor understands that the D&O 

Insurance policy includes a per claim retention amount of CAD$1 million (the “Retention 
Amount”) which would require payment before the insurers respond to any claim that is 

submitted. The Monitor understands the Company has not set aside or paid the Retention 

Amount into trust in case of a claim against the D&O Insurance policy, and that the 

Company thus does not have funds available to pay the Retention Amount if required. As 

further noted in the Bednar Comeback Affidavit, it is anticipated that Mr. Michael Hibberd, 

Chairman of Canacol, will provide an affidavit (the “Hibberd Affidavit”) in support of 

the Applicants’ motion for the Directors’ Charge. The Monitor may have further comments 

on the proposed Directors’ charge upon reviewing the Hibberd Affidavit. 

55. As discussed in the Pre-Filing Report, the Monitor understands that due to the potential for 

personal liability, the Directors’ Charge is critical to the continued involvement of the 

Directors and Officers during the CCAA Proceedings. As the Applicants will require the 

participation and experience of the Directors and Officers to facilitate the successful 

restructuring in the proposed CCAA Proceedings, including in operating the business and 
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working with stakeholders, the Monitor believes that the Directors’ Charge (both the 

amount and the priority ranking) is required and reasonable in the circumstances. 

XII. RELIEF FROM SECURITIES FILINGS 

56. As discussed in the Pre-Filing Report, the Bednar Affidavit and the Bednar Comeback 

Affidavit, Canacol is a publicly traded corporation and a reporting issuer with common 

shares currently listed on the TSX (Canada) and the BVC (Colombia). Canacol was also 

listed on the OTCQX International Premier (Singapore) and was delisted from OTCQX, 

effective November 20, 2025. 

57. Further, Canacol has scheduled a meeting with the Continued Listing Committee of the 

TSX for delisting review on November 27, 2025 (the “TSX Delisting Meeting”). 

58. The Applicants are seeking authorization to suspend certain of Canacol’s Canadian 

securities filing requirements until the TSX delisting outcome is determined so that no 

further expenses in relation to the Securities Filings may be incurred, and to allow the 

Canacol Group to wholly focus on its business and restructuring efforts. 

59. The Monitor understands that there will be no prejudice to stakeholders of the Canacol 

Group in connection with this relief, as all pertinent information in respect of the CCAA 

Proceedings will be made available on the Monitor’s Website. Further, the Applicants do 

not intend to restrict any securities regulator or stock exchange from taking any measures 

or exercising any authority available to them under section 11.2(2) of the CCAA as a result 

of the failure to make any securities disclosure. 

60. Accordingly, the Monitor supports the relief being requested by the Applicants in this 

regard. 

XIII. MONITOR’S CONCLUSION AND RECOMMENDATIONS 

61. For the reasons set out in this First Report, the Monitor is of the view that the relief 

requested by the Applicants in the proposed ARIO is both appropriate and reasonable. The 

Monitor is also of the view that the Applicants are acting in good faith and with due 

diligence. Granting the relief sought by the Applicants will provide the Applicants with the 
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best opportunity to explore restructuring options under the CCAA under supervision of the 

Monitor, that would seek to maximize creditor and stakeholder value.   

62. Based on the foregoing, the Monitor respectfully recommends that this Court approve the 

relief sought by the Applicant in the proposed ARIO. 

 

All of which is respectfully submitted this 24th day of November 2025. 

 
KPMG Inc. 
In its capacity as Monitor of  
Canacol Energy Ltd., 2654044 Alberta Ltd., Canacol Energy ULC, 2498003 Alberta ULC, 
Cantana Energy GmbH, CNE Oil & Gas S.R.L., Canacol Energy Colombia S.A.S., Shona 
Holding GmbH, CNE Energy S.A.S., and CNE Oil & Gas S.A.S. 
and not in its personal or corporate capacity 
 

Per: 

      
     
___________________________________  
Paul van Eyk                 
CPA, CA-IFA, CIRP, LIT, Fellow of INSOL     
President  
 
 
 
___________________________________  
Katherine Forbes                 
CPA, CA, CIRP, LIT     
Senior Vice President  
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I. INTRODUCTION 

1. Canacol Energy Ltd. (“Canacol”) and its subsidiaries 2654044 Alberta Ltd., Canacol Energy 

ULC, 2498003 Alberta ULC, Cantana Energy GmbH, CNE Oil & Gas S.R.L., Canacol Energy 

Colombia S.A.S., Shona Holding GmbH, CNE Energy S.A.S., and CNE Oil & Gas S.A.S. 

(collectively, the “Applicants” or the “Canacol Group”) are a group of companies engaged 

in exploration, development, production, processing and sale of natural gas in Colombia. 

Canacol is a publicly traded international oil and gas company headquartered in Calgary, 

Alberta.  

2. KPMG Inc. (“KPMG” or the “Proposed Monitor”) understands that Canacol Group intends 

to make an application (the “Application”) before the Court of the King’s Bench of Alberta 

(the “Court”) returnable on November 18, 2025, seeking an Initial Order (the “Proposed 

Initial Order”) pursuant to the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, 

as amended (the “CCAA”), among other things: 

a) declaring that the Applicants are companies to which the CCAA applies;  

b) granting a stay of proceedings (the “Stay of Proceedings”) in respect of the Applicants for 

up to ten (10) days, until such time as the Applicants’ Comeback Motion (as defined herein) 

is heard and determined; 

c) appointing KPMG as the CCAA monitor in the Applicants’ proposed CCAA proceedings 

(in such capacity, the “Monitor”), with the powers set out in the Proposed Initial Order; 

d) authorizing the Applicants to: 

i) continue to use the Cash Management System (as defined herein); 

ii) make payment of all obligations owing in respect of employee wages and benefits, 

and applicable source deductions, whether incurred prior to or after the 

commencement of the CCAA proceedings; 

iii) make payment of obligations owing in respect of goods and services supplied to the 

Applicants prior to the date of the Proposed Initial Order by critical vendors to the 
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extent required to ensure ongoing supply of critical goods and services, subject to 

prior approval by the Monitor, up to a maximum aggregate amount of $2,000,000 

(such payments, being the “Critical Vendor Payments”); 

e) authorizing the Monitor to act as foreign representative for the purpose of having the 

CCAA proceedings recognized in any jurisdiction outside Canada including, without 

limitation, the United States of America, the Republic of Colombia, the Republic of 

Panama, the Plurinational State of Bolivia and/or Switzerland; and 

f) granting the Administration Charge and the Directors’ Charge (each as defined herein). 

II. PURPOSE OF REPORT 

3. This report (the “Report”) has been prepared by KPMG in its capacity as Proposed Monitor. 

The purpose of the Report is to provide the Court with information pertaining to: 

a) KPMG’s qualifications to act as Monitor (if appointed); 

b) summary background on the Applicants and their CCAA proceedings (the “CCAA 

Proceedings”), the objectives of the CCAA Proceedings, and the Canacol Group’s 

creditors; 

c) the cash flow projections of the Applicants (the “Cash Flow Forecast”); 

d) the priority charges sought in the Proposed Initial Order; 

e) the rationale for certain other relief sought by the Applicants in the Proposed Initial Order, 

including the ability to make the Critical Vendor Payments;  

f) certain other relief that the Proposed Monitor understands that the Applicants intend to 

include in the Comeback Motion; and 

g) the Proposed Monitor’s conclusions and recommendations. 
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III. TERMS OF REFERENCE 

4. Capitalized terms used but not defined in this Report are defined in the Affidavit of Jason 

Bednar sworn November 16, 2025 (the “Bednar Affidavit”), filed by the Applicants as part 

of their materials in support of the Application and the Proposed Initial Order.  This Report 

should be read in conjunction with the Bednar Affidavit, as certain information contained in 

the Bednar Affidavit has not been included herein in order to avoid unnecessary duplication. 

5. In preparing this Report, KPMG has relied solely on information and documents provided to 

it by the Applicants and their respective advisors, including unaudited, draft and/or internal 

financial information, financial projections prepared by the Applicants, discussions with 

management of the Applicants, and the affidavit of the Applicants’ executive (collectively, 

the “Information”).  In accordance with industry practice, except as otherwise described in 

the Report, KPMG has reviewed the Information for reasonableness, internal consistency, and 

use in the context in which it was provided.  However, KPMG has not audited or otherwise 

attempted to verify the accuracy or completeness of the Information in a manner that would 

comply with Generally Accepted Auditing Standards (“GAAS”) pursuant to the Chartered 

Professional Accountant of Canada Handbook and, as such, KPMG expresses no opinion or 

other form of assurance contemplated under GAAS in respect of the Information. 

6. Future orientated financial information contained in the Cash Flow Forecast is based on the 

Applicants’ estimates and assumptions regarding future events.  Actual results will vary from 

the information presented even if the hypothetical assumptions occur, and variations may be 

material.  Accordingly, the Proposed Monitor expresses no assurance as to whether the Cash 

Flow Forecast will be achieved.  

7. If the Proposed Initial Order is granted, and KPMG is appointed as Monitor, KPMG will make 

available all Court documents and other material documents pertaining to the CCAA 

Proceedings on its website at https://kpmg.com/ca/canacol.  In addition, KPMG has arranged 

for an email address canacol@kpmg.ca through which creditors of the Applicants or other 

interested parties can make inquiries related to the CCAA Proceedings. 
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8. Unless otherwise stated, all monetary amounts noted herein are expressed in United States 

(“US”) dollars.   

IV. KPMG’S QUALIFICATIONS TO ACT AS MONITOR 

9. KPMG is a trustee within the meaning of section 2(1) of the Bankruptcy and Insolvency Act 

(Canada). Further, KPMG is not subject to any of the restrictions on who may be appointed 

as Monitor set out in section 11.7(2) of the CCAA. Specifically, neither KPMG nor its officers 

or employees are or have been, at any point in the past two years: 

a) a director, an officer or an employee any of the Applicants; 

b) related to any of the Applicants or to any director or officer of any of the Applicants; or 

c) the auditor, accountant or legal counsel, or a partner or an employee of the auditor, 

accountant or legal counsel of the any of the Applicants. 

10. KPMG has experience acting as CCAA monitor and in other court-officer capacities in 

insolvency proceedings. The senior professional personnel at KPMG with primary carriage of 

this matter are certified Chartered Insolvency and Restructuring Professionals and Licensed 

Insolvency Trustees and have acted in insolvency matters of a similar nature and scale across 

Canada, including acting as foreign representative in cross-border and international 

proceedings.  

11. Should the Court grant the Proposed Initial Order, KPMG has consented to act as Monitor.  

Furthermore, the Proposed Monitor has retained Bennett Jones LLP to act as its independent 

counsel in these CCAA Proceedings. A copy of the Proposed Monitor’s consent to act is 

attached hereto as Appendix “A”. 

V. BACKGROUND 

12. Detailed information with respect to the Applicants’ business, operations and causes of 

insolvency are detailed extensively in the Bednar Affidavit. The Proposed Monitor has 

reviewed the Bednar Affidavit and believes, based on the Information available to it, that it 

provides a fair and sufficient summary of the business and affairs of the Applicants and the 
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causes of its insolvency.  The information contained in this Report represents a summary of 

the background to the proposed CCAA Proceedings.  

Corporate Structure and Business 

13. Canacol, the parent of the Canacol Group, was incorporated under the British Columbia 

Company Act on July 20, 1970, and was continued under the Alberta Business Corporations 

Act (the “ABCA”) on November 24, 2004. 

14. Canacol is a publicly traded company with its common shares listed on the Toronto Stock 

Exchange under trading symbol “CNE”, the OTCQX International Premier under the trading 

symbol “CNNEF” and (3) the Bolsa de Valores de Colombia, the principal stock exchange of 

Colombia, under trading symbol “CNEC”.    

15. Canacol has numerous subsidiaries as follows: 

The Canacol Group by Entity  

Country Entity Function 

Canada Canacol Energy Ltd. (“Canacol”) Publicly listed parent company 

Canadian Subsidiaries 

Canada 2654044 Alberta Ltd. (“265 Alberta”) Holding company 

Canada Canacol Energy ULC (“Canacol ULC”) Holding company 

Canada 2498003 Alberta ULC (“249 Alberta”) Holding company 

Colombian Subsidiaries 

Colombia Canacol Energy Colombia S.A.S. 

(“Canacol Colombia”) 

Contractor under certain of the 

E&P Contracts (defined herein) 

Colombia CNE Energy S.A.S. (“CNE Energy Colombia”) Holding company 

Colombia CNE Oil & Gas S.A.S.  

(“CNE O&G Colombia”) 

Primary operating company; 

Contractor under certain of the 

E&P Contracts 

Other Subsidiaries 

Panama CNE Oil & Gas S.R.L  

(“CNE Panama”) 

Contractor under certain of the 

E&P Contracts 

Switzerland Cantana Energy GmbH  

(“Cantana Switzerland”) 

Contractor under certain of the 

E&P Contracts 

Switzerland Shona Holding GmbH (“Shona Switzerland”) Holding company 
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a) 265 Alberta, Canacol ULC, and 249 Alberta are referred to herein as the “Canadian 

Subsidiaries”; 

b) Canacol Colombia, CNE Energy Colombia, and CNE O&G Colombia are referred to 

herein as the “Colombian Subsidiaries”; and 

c) Cantana Switzerland and Shona Switzerland are referred to herein as the “Swiss 

Subsidiaries”. 

16. The Canacol Group has the following offices: 

 

17. Each of the Colombian Subsidiaries, the Swiss Subsidiaries, and CNE Panama have assets in 

Canada by virtue of deposits held in Canadian financial institutions.  

18. The Canacol Group’s core business centers on discovering, producing, and selling natural 

gas in northern Colombia, mainly through the Colombian Subsidiaries.  

19. The Applicants hold interests in approximately 13 onshore oil and gas production, 

development, appraisal and exploration properties (the “Oil and Gas Properties”) across 

Colombia, concentrated in the Llanos and Magdalena regions. Canacol’s interest in the Oil 

and Gas Properties was acquired pursuant to the exploration and production contracts (each 

an “E&P Contract”) and exploration and exploitation contracts (each an “E&E Contract”) 

with Agencia Nacional de Hidrocarburos (“ANH”) (the National Hydrocarbon Agency) in 

Colombia. Applicable royalties are paid to ANH and are determined in accordance with a 

sliding scale depending on produced volume of oil and gas.  

Entity Offices Function

Canacol Group Suite 2000, 215 - 9th Avenue S.W., 

Calgary, Alberta

Head office

Canacol Energy Ltd. 1000 Livingston Place, 250 - 2nd 

Street S.W., Calgary, Alberta

Registered Office

Swiss Subsidiaries Pilatusstrasse 41, 6003 Luzern, 

Switzerland

Registered Office

CNE Panama Punta Pacífica, Edificio PH 

Oceanía Business Plaza, Torre 

2000, Nivel 18, Oficina 18E, 

Registered Office

Colombian Subsidiaries C11 113 No. 7-45 To. B Of 1501, 

Bogota D.C., Colombia

Registered Office
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20. Most sales are under long-term, fixed-price Offtake Agreements as defined and further 

discussed below.  

21. The Canacol Group is also involved in producing and selling crude oil, although this 

represents a minor segment of the Applicants’ overall business. 

Employees 

22. The Canacol Group employs approximately 381 full-time employees, of which 29 are 

employed in Canada and 352 are employed in Colombia. 

23. The Canacol Group also engages the services of professionals on a contract or consultant 

basis in Colombia and the United States. 

24. The Proposed Monitor understands the Applicants’ employees do not benefit from a 

company-backed pension plan. Further, the Applicants’ employees in Canada are not 

represented by a union; however, certain Colombian employees are members of trade unions. 

Customers 

25. The Canacol Group sells gas to Colombian customers pursuant to standard form gas offtake 

agreements (collectively, the “Offtake Agreements”). The Offtake Agreements primarily fall 

into the following categories: 

a) firm-95% (“CF95”) contracts – these are “take-or-pay” contracts whereby the 

respective Canacol Group entity, as “Seller”, commits to delivering the maximum daily 

energy quantity accepted by the customer and the customer pays at least a minimum 

amount equal to 95% of the contracted quantity monthly. If the Seller is unable to deliver 

the agreed upon quantity, it is subject to a regulatory compensation formula for 

shortfalls; 

b) conditional firm (“CFC”) contracts – contracts whereby the Seller commits to 

delivering the maximum contracted energy quantity each month, except during 

“probable scarcity” conditions, and the customer pays a minimum of 95% of contracted 
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quantity monthly. Similar to CF95, Canacol is subject to a regulatory compensation 

formula for any shortfalls; and 

c) interruptible (“CI”) contracts – contracts whereby the gas quantity to be supplied is 

flexible with no “take-or-pay’ obligation and both the Seller and customer can halt 

supply at any time on six hours’ notice, without compensation or liability. 

26. Pricing under the Offtake Agreements is determined at a fixed price.  

Financial Position 

27. Canacol’s fiscal year-end is December 31. Included below is a summary of the Applicants’ 

consolidated income statement for the twelve-month periods ended September 30, 2025, and 

December 31, 2024, respectively:  

 

28. For the twelve-month period ended September 30, 2025 (“TTM September 2025 Period”), 

the Applicants generated revenues of approximately $319.1 million and incurred expenses, 

other than finance expense and income tax expense, of $170.4 million resulting in income 

before finance expense and income taxes of $148.7 million.  The Company incurred finance 

The Canacol Group

Summary Income Statement

in USD '000s

For the 12 month period ended 9/30/2025 12/31/2024

Revenue

Total revenue, net of royalties 319,085      375,916      

Total Revenue 319,085      375,916      

Expenses

Operating & transportation 41,935       52,741       

General & administrative 32,691       33,975       

Depletion & depreciation 75,640       81,784       

Foreign exchange (gain) loss (111)           3,993         

Other 20,203       12,394       

Total expenses 170,358      184,887      

Income before finance expense & income taxes 148,727      191,029      

Net finance expense 71,236       68,975       

Income before income taxes 77,491       122,054      

Income tax expense (recovery) 38,606       154,786      

Net income (loss) 38,885       (32,732)      
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expense of $71.2 million and income tax expense of 38.6 million which resulted in net income 

of approximately $38.9 million for the TTM September 2025 Period. 

29. During the fiscal year ended December 31, 2024 (“FY24”), the Company generated revenues 

of approximately $375.9 million and incurred expenses, other than finance expense and 

income tax expense, of $184.9 million resulting in income before finance expense and income 

taxes of $191.0 million. The Company also incurred finance expense of $69.0 million and 

income tax expense of $154.8 million which resulted in net loss of approximately $32.7 

million in FY24. 

30. In the TTM September 2025 Period, the Company experienced a decrease in revenue and 

income before finance expense and income tax expense of approximately $56.8 million and 

$42.3 million, respectively, as compared to FY24, primarily due to a decrease in natural gas 

sales volumes.  

31. The Canacol Group’s declining sales volumes are the result of depletion of the natural gas 

reserves from fields situated on the Oil & Gas Properties. In order to generate consistent 

volumes, the Canacol Group must discover new reservoirs and establish production offsetting 

the natural depletion of existing natural gas reserves. Despite significant capital expenditures 

in drilling efforts over the TTM September 2025 Period, the Canacol Group was unable to 

establish commercially recoverable reserves, which combined with the natural decline in 

production in respect to the existing reserves, have negatively impacted the Canacol Group’s 

revenue, income before finance expense and income taxes and free cash-flow.  
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32. Included below is the Canacol Group’s unaudited balance sheet as at September 30, 2025, 

and audited balance sheet as at December 31, 2024: 

 

33. As at September 30, 2025, the Applicants had total assets with a net book value of 

approximately $1.3 billion and total liabilities with a net book value of $900 million. Long-

term debt, including the current portion, in the amount of approximately $714.4 million 

comprises secured and unsecured loans, the details of which are discussed in a later section of 

this Report. 

34. As noted above, the Applicants have incurred significant capital expenditures in the face of 

declining revenues, and as further discussed below, Canacol made significant debt repayments 

in recent months as a result of its underperformance. Over the 9-month period ended 

September 30, 2025, its cash reserves were depleted by approximately $42.7 million, net of 

foreign exchange impact. The Applicants’ cash on hand as at September 30, 2025, was $36.5 

million, a decrease of approximately 54% compared to December 31, 2024, as summarized in 

the Canacol Group’s cash flow statement for the 9-month period ended September 30, 2025, 

below. 

The Canacol Group

Summary Balance Sheet

USD ‘000s

9/30/2025 12/31/2024

Assets

Cash & cash equivalents 36,539 79,201

Other current assets 73,476 94,627

Non current assets 1,182,403 1,041,949

Total assets 1,292,418 1,215,777

Liabilities

Current portion of long-term debt 42,172 12,500

Trade and other payables 107,607 87,368

Other current liabilities 36,902 45,415

Long-term debt 672,200 703,428

Other non-current liabilities 47,935 45,925

Total liabilities 906,816 894,636

Equity 385,602 321,141

Total liabilities & equity 1,292,418 1,215,777
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35. As further discussed below, the Proposed Monitor understands that the debt service payments 

are due to the Applicants’ lenders in the aggregate amount of approximately $25.4 million by 

the end of November, 2025, as follows: 

a) amortization payment on the Macquarie Debt (as defined herein) of $6.7 million; 

b) interest payment on the RCF (as defined herein) of $4.5 million; and 

c) interest payment on the Senior Notes (as defined herein) of $14.2 million. 

36. The Canacol Group’s cash on hand as at November 17, 2025, was approximately $17.2 

million, inclusive of amounts held in the Promigas Trust (as defined and discussed further 

herein) of $6.7 million. The Proposed Monitor understands that the Applicants are not 

projected to have sufficient liquidity to fund their operations, or its near-term debt service 

The Canacol Group

Summary Cashflow Statement

in USD '000s

For the 9 month period ended 9/30/2025

Operating Activities

Net income (loss) and comprehensive income (loss) 64,319         

Non-cash adjustments 57,924         

Change in non-cash working capital 13,958         

Cash flow from operating activities 136,201       

Investing Activities

Expenditures on exploration and evaluation assets (69,177)       

Expenditures on property, plant and equipment (77,561)       

Other investing activities 17,797         

Cashflow from investing activities (128,941)      

Financing Activities

Net draw on long-term debt, net of fees (8,959)         

Net financing expense paid (41,020)       

Lease principal payments (3,653)         

Other -              

Cashflow from financing activities (53,632)       

Change in cash and cash equivalents (46,372)       

Cash and cash equivalents, beginning of period 79,201         

Foreign exchange impact 3,710          

Cash and cash equivalents, end of period 36,539         
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obligations, in the ordinary course based on significant debt levels and historical challenges 

related to operations as noted above. 

VI. OBJECTIVES OF THE CCAA PROCEEDINGS 

37. The Proposed Monitor understands the primary objectives of the CCAA Proceedings are to: 

a) provide a stay of proceedings to protect the Applicants’ assets and facilitate the Canacol 

Group’s ongoing operations; 

b) ensure the Applicants have the necessary working capital to maximize the value of their 

business for the benefit of the Applicants’ stakeholders, while providing the opportunity to 

restructure its business and affairs; and 

c) provide a forum to explore restructuring options including a going concern sale and 

investment solicitation process (the “SISP”) for the business, assets and/or shares of the 

Applicants that would seek to preserve creditor and stakeholder value. 

38. Should the Court grant the Proposed Initial Order, the Monitor (in its then capacity) intends 

to work in collaboration with the Applicants to, among other things, to develop a SISP or 

recapitalization plan for their business. The Proposed Monitor will also work to determine the 

Applicants’ interim financing requirements of the CCAA Proceedings in furtherance of the 

Canacol Group’s restructuring. 

VII. CREDITORS 

Secured Indebtedness 

Macquarie Bank Ltd. Credit Facility 

39. As discussed in the Bednar Affidavit, the Proposed Monitor understands that the Canacol 

Group’s only secured lender is Macquarie Bank Ltd. (“Macquarie”). Canacol, as borrower, 

and Macquarie are parties to a credit agreement dated September 3, 2024 (the “Macquarie 

Credit Agreement”), pursuant to which Macquarie made available a secured term loan 

facility in an aggregate commitment of up to $75 million (the “Macquarie Debt”).  The initial 
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draw under the Macquarie Debt was to be $50 million, with a further commitment of $25 

million to be made available for a 12-month period should certain production metrics be met.  

40. As security for the Macquarie Debt, the Macquarie Credit Agreement contemplates United 

States and Colombian collateral documents that are intended to give Macquarie (i) a first-

priority security interest in the Canacol Group’s assets in Colombia and the United States, (ii) 

springing control over certain United States and Colombian collection accounts pursuant to 

the DACAs (as defined herein), and (iii) pledges of the shares of Canacol’s key Colombian 

and Panamanian subsidiaries. 

41. The Macquarie Credit Agreement stipulates a maturity date of September 15, 2026, subject 

to earlier repayment and/or maturity, triggered by failure by the Canacol Group to meet certain 

specified production metrics, or failure to provide required reporting. 

42. As at the date of this Report, only the initial draw of $50 million was advanced. Further, due 

to lower than targeted contractual volumes having been realized over the two months ended 

June 30, 2025, accelerated amortization of the loan was triggered beginning September 15, 

2025. To date, $14.9 million has been repaid to Macquarie, and as noted above, the next partial 

repayment in the amount of $6.7 million is due on November 18, 2025.   

Potential Priority Creditors  

43. The Proposed Monitor understands that the Canacol Group is current on all GST and source 

deductions.  

Unsecured Indebtedness 

Revolving Syndicated Credit Facility 

44. As noted in the Bednar Affidavit, Canacol is the borrower under a Revolving Credit and 

Guarantee Agreement dated February 14, 2025, with Deutsche Bank Trust Company 

Americas, as Administrative Agent, and CitiGroup Global Markets Inc. Deutsche Bank, AG 

and JP Morgan Chase Bank, N.A., as joint lead arrangers and joint bookrunners, and a 

syndicate of lenders, which extends an unsecured revolving credit facility with an aggregate 

commitment of $200 million (the “RCF”). 
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45. The RCF matures on February 14, 2027, and is fully drawn as at the date of this Report. 

46. The RCF is guaranteed by certain subsidiaries of Canacol, namely, Canacol ULC, Canacol 

Colombia, CNE O&G Colombia, CNE Energy Colombia, CNE Panama, and Shona 

Switzerland. 

47. The next interest payment on the RCF in the approximate amount of $4.5 million, as noted 

above, is due on November 21, 2025. 

Indenture 

48. Canacol completed a private offering of senior unsecured notes (the “Senior Notes”) in the 

aggregate principal amount of $500 million with a maturity date of November 24, 2028, 

pursuant to an indenture dated November 24, 2021, whereby Canacol is the issuer and 

Citibank, N.A., is Trustee, Security Registrar and Paying Agent. The Senior Notes mature on 

November 24, 2028. 

49. The Proposed Monitor understands that on March 26, 2025, Canacol repurchased $5 million 

of the Senior Notes for $2.75 million such that the aggregate principal amount on the Senior 

Notes outstanding is now $495 million. 

50. The Senior Notes bear interest at a fixed rate of 5.750% per annum, payable semi-annually 

in arrears on May 24 and November 24 of each year. As noted above, the next interest payment 

is due on November 24, 2025, in the amount of approximately $14.2 million. 

51. The Senior Notes are guaranteed on a senior unsecured basis by the following Canacol 

subsidiaries: Canacol ULC, Canacol Colombia, CNE O&G Colombia, CNE Energy 

Colombia, CNE Panama, and Shona Switzerland. 

Letters of Credit 

52. The Canacol Group is required to provide guarantees for its work commitments in respect of 

the E&P Contracts, as described above. As at June 30, 2025, the Canacol Group had letters of 

credit outstanding totaling approximately $61.3 million in guarantee of those work 

commitments on exploration blocks and other contractual commitments. Certain of these 
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letters of credit expire as of December 31, 2025, and will need to be renewed or replaced at 

that time.  

Trade Creditors  

53. The Canacol Group’s principal trade creditors are based in Colombia and support the Canacol 

Group’s core exploration, development, and production operations. These creditors provide 

critical services, including oil and gas operational and technical consulting, comprehensive 

drilling services, production support (such as lubricants, steel, processing, and compression), as 

well as distribution and logistics. Additionally, they provide IT and telecommunications 

solutions, staffing, human resources, and facilities. 

54. As at September 30, 2025, amounts payable to trade creditors totaled $107.6 million. 

Legal Proceedings 

The Class Action Proceeds 

55. As discussed in the Bednar Affidavit, a proposed class action (the “Proposed Class Action”) 

was commenced against Canacol in early 2025 alleging market misrepresentation in 

connection with a pipeline (the Medellin pipeline) project.  The proposed action alleges that 

Canacol omitted certain material facts regarding its progress towards completing the Medellin 

pipeline project.  The Proposed Class Action is not yet certified. 

56. The Proposed Monitor understands that Canacol denies all allegations made in the Statement 

of Claim issued in connection with the Proposed Class Action and intends to oppose 

certification of the Proposed Class Action.  

The Arbitral Award 

57. As discussed in the Bednar Affidavit, following a dispute arising from CNE O&G 

Colombia’s and CNE Panama’s termination of natural gas supply contracts with VP 

Ingenergía (“VPI”), the Colombian Arbitration and Conciliation Center of the Bogotá 

Chamber of Commerce (the “Arbitral Tribunal”) was convened to address the dispute. The 

Arbitral Tribunal determined a net amount payable by CNE O&G Colombia and CNE Panama 
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of approximately $22 million (the “Arbitral Award”) which is expected to become binding 

on November 20, 2025. 

58. The Proposed Monitor understands that Canacol is reviewing the Arbitral Award in light of 

invoices it says remain unpaid by VPI, and Colombian court payment orders in Canacol’s 

favour amounting to approximately $25 million, and that it is separately pursuing an 

international arbitration claiming sums exceeding $76 million. 

VIII. CASH FLOW FORECAST 

59. The Applicants, in consultation with the Proposed Monitor, have prepared the Cash Flow 

Forecast for the purpose of projecting the estimated liquidity needs of the Applicants for the 

period from November 16, 2025, to December 27, 2025 (the “Forecast Period”). A copy of 

the Cash Flow Forecast, accompanying notes and a report containing prescribed 

representations regarding the preparation of the Cash Flow Forecast are attached hereto as 

Appendix “B”. 

The Cash Flow Forecast has been prepared by the Applicants on a conservative basis using 

probable and hypothetical assumptions set out in the notes to the Cash Flow Forecast.  

 

The Canacol Group

6-Week Cash Flow Forecast

In USD ($000's); unaudited

CCAA Week

Week Ending

Receipts

Receipts 45,877           

Total receipts 45,877           

Operating disbursements

Pre-filing expense (2,000)            

Operating expenses (8,816)            

Royalties (3,363)            

Salaries and bonuses (2,954)            

Capital expenditures (15,098)          

Tax payable (2,883)            

Professional fees (1,000)            

Total operating disbursements (36,115)          

Net cash flow 9,762             

Opening cash 17,208           

Net cash flow 9,762             

Ending cash 26,970           
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60. Forecast operating cash receipts over the Forecast Period total approximately $45.9 million 

and relate to collections of monthly payments from the customers of the Canacol Group 

primarily in connection with its sales through the long-term, fixed-price Offtake Agreements. 

61. Forecast operating disbursements over the Forecast Period total approximately $36.1 million 

and primarily consist of capital expenditures ($15.1 million), operating expenses ($8.8 

million) and royalties ($3.4 million). 

62. Net cash flow is forecast to be approximately $9.8 million over the Forecast Period. 

63. The Proposed Monitor notes that the Cash Flow Forecast has been prepared solely for the 

purpose described above, and readers are cautioned that it may not be appropriate for other 

purposes.  

64. As noted in the Bednar Affidavit and as further discussed below, the Applicants have 

proposed in the Proposed Initial Order that they be authorized (but not obligated) to make 

Critical Vendor Payments for amounts owing for goods and services supplied prior to the date 

of the Proposed Initial Order by certain critical third-party suppliers up to a maximum amount 

of $2 million. Accordingly, for conservatism, the maximum amount of $2 million has been 

included in the Cash Flow Forecast. Critical Vendor Payments will be limited to what is 

necessary to preserve value and maintain operations, and can only be made in consultation 

with, and with consent of, the Monitor.  

Interim Financing 

65. The Cash Flow Forecast projects adequate liquidity through December 27, 2025. It is 

anticipated that the Applicants will require interim financing to fund their business and 

operations, including letters of credit, and the CCAA Proceedings including a SISP. If 

appointed, the Monitor intends to work with the Applicants to evaluate its liquidity 

requirements and to secure interim financing, subject to this Court’s approval. 
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IX. CRITICAL VENDOR PAYMENTS 

66. As noted above, as at September 30, 2025, amounts owing to trade creditors by the Applicants 

totaled approximately $108 million. The Applicants are requesting that this Court authorize the 

Applicants to make Critical Vendor Payments to certain critical third-party suppliers, to the 

extent necessary to preserve value and maintain operations, up to an amount of $2 million in 

aggregate. The Proposed Initial Order contemplates that Critical Vendor Payments can only be 

made in consultation with, and with consent of, the Monitor.  

67. The Proposed Monitor is of the view that the uninterrupted, timely supply natural gas is 

necessary to preserving the Canacol Group’s business and that payment of certain Critical 

Vendor Payments may be necessary. The Proposed Monitor understands that any critical 

suppliers are anticipated to relate to oil and gas operational and technical consulting, 

comprehensive drilling services, and production support. The maximum amount of the 

proposed Critical Vendor Payments authorization represents only a fraction of the Canacol 

Group’s significant trade payables. 

68. Accordingly, the Proposed Monitor supports the Applicants’ request for authorization to 

make up to $2 million in Critical Vendor Payments, to the extent necessary and subject to 

prior approval by the Monitor, prior to the hearing of the Comeback Motion. 

X. PROPOSED COURT ORDERED CHARGES 

69. The Proposed Initial Order provides for two (2) priority charges (collectively the “Proposed 

Charges”) on the current and future assets, undertakings and properties of the Applicants 

wherever located, including all proceeds thereof, that rank in priority to all other charges 

except for the claims of Macquarie (in respect only of and limited to the Property over which 

Macquarie has valid and enforceable secured claims), in the following order: 

a) First, the Administration Charge (as defined below, to the maximum amount of $1 

million); and 

b) Second, the Directors’ Charge (as defined below, to a maximum of $1 million). 
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70. As discussed in detail below, the Proposed Monitor understands that the Applicants intend to 

seek i) increases to the quantum, and ii) priority ranking of the Proposed Charges in the ARIO 

(as defined herein) when the Comeback Motion is heard, on notice to the secured creditors. 

Each of the Proposed Charges are described in more detail below.   

Administration Charge 

71. The Proposed Initial Order provides a charge for the ten-day period prior to the hearing for 

Comeback Motion on all Property of the Applicants in favour of the Proposed Monitor, 

counsel to the Proposed Monitor, and the Applicants’ counsel (collectively, the “Insolvency 

Professionals”), as security for their respective fees and disbursements incurred in respect of 

the Application in the aggregate amount of $1,000,000 (the “Administration Charge”). The 

Proposed Monitor understands that the Insolvency Professionals are intended to include 

corporate and restructuring counsel of the Applicants in Canada, the United States, and 

Colombia, and restructuring counsel of the Proposed Monitor in Canada and the United States. 

72. The Proposed Monitor is of the view that the Administration Charge is reasonable and 

appropriate in the circumstances, having considered, among other things: 

a) the size of the court-ordered charge has been calculated in consultation with the 

Proposed Monitor, taking into account the expected future costs of all of the Insolvency 

Professionals covered by the Administration Charge in respect of the CCAA 

Proceedings and the recognition proceedings, and the cadence of payment of invoices; 

b) the amount of the Administration Charge is limited to an amount necessary to ensure 

the beneficiaries of the Administration Charge have adequate protection to the date of 

the hearing for the Comeback Motion, and considers any retainers estimated to be 

available at the commencement of the CCAA Proceedings; and 

c) the proposed ranking of the Administration Charge in the Proposed Initial Order does 

not contemplate ranking in priority to Macquarie, who the Proposed Monitor 

understands to be the Canacol Group’s sole secured lender.   
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Directors’ Charge 

73. The Proposed Initial Order provides for a charge in the maximum amount of $1 million to 

secure the Applicants’ indemnity obligations to the current directors and officers of the 

Applicants (the “Directors and Officers”) against obligations and liabilities that they may 

incur as directors or officers of the Applicants after the commencement of these CCAA 

Proceedings (the “Directors’ Charge”). 

74. The Directors and Officers shall only be entitled to the benefit of the Directors’ Charge to the 

extent that they do not have coverage under any directors’ and officers’ insurance policy, or 

to the extent such coverage is insufficient to pay an indemnified amount.  As per the Bednar 

Affidavit, the Proposed Monitor understands that the Applicants maintains directors’ and 

officers’ liability insurance but that these policies may have various exceptions, exclusions 

and carve-outs, and may not provide sufficient coverage against potential liabilities that may 

be incurred during the proposed CCAA Proceedings.  

75. The amount of the Directors’ Charge has been calculated by the Applicants, in consultation 

with the Proposed Monitor, taking into consideration the employee payroll and related 

expenses (including source deductions) of the Canacol Group, as well as other employment 

related liabilities, that attract potential liability for the Directors and Officers during the period 

prior to the granting of the ARIO (i.e. approximately one (1) bi-weekly payroll period). As 

noted above, the Proposed Monitor understands that any excise duties and sales taxes were up 

to date as at the date of this Report.  

76. The Proposed Monitor understands that due to the potential for personal liability, the 

Directors’ Charge is critical to the continued involvement of the Directors and Officers during 

the CCAA Proceedings. As the Applicants will require the participation and experience of the 

Directors and Officers to facilitate the successful restructuring in the proposed CCAA 

Proceedings, including in operating the business and working with stakeholders, the Proposed 

Monitor believes that the Directors’ Charge (both the amount and the priority ranking) is 

required and reasonable in the circumstances.  
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XI. CASH MANAGEMENT SYSTEM 

Overview 

77. As outlined in the Bednar Affidavit, the Applicants have an integrated cash management 

system (the “Cash Management System”), which is critical to the Canacol Group’s 

international operations. 

78. The Canacol Group holds nearly 60 bank accounts in support of its treasury function, 

primarily at various financial institutions in Canada, the United States and Colombia. Canacol 

Energy Colombia, and Canacol Energy Argentina S.A. each hold accounts in Bolivia and 

Argentina, respectively. The Proposed Monitor understands that many of these accounts are 

interrelated, serving to collect funds from customers, make operating, financing, and investing 

disbursements across the business. 

79. Collections from the corporate group’s customers are primarily deposited as follows: 

a) if subject to the Promigas Trust Arrangement, into the Promigas Trust at the financial 

institution of the Promigas Trustee in Colombia (each as later defined); or 

b) if not subject to the Promigas Trust Arrangement, into accounts subject to deposit 

account control agreements (each a “DACA”) pursuant to the Macquarie Credit 

Agreement, at financial institutions in Colombia and the United States. 

80. The Proposed Monitor understands that most operating disbursements are made from 

Colombian and US bank accounts.  

81. The Proposed Monitor further understands that the Canacol Group’s bank accounts located 

at the Bank of Nova Scotia in Canada are primarily to used to make debt service payments to 

Macquarie, RCF and the holders of Secured Notes, and funds flow from the DACA accounts 

to make such disbursements. On November 12, 2025 and November 14, 2025, the corporate 

group transferred $4,024,000 and $3,700,000, respectively from DACA accounts to its 

accounts with the Bank of Nova Scotia. As noted above, the Proposed Monitor understands 

that certain debt service payments are due to Macquarie, RCF, and the holders of the Senior 

Notes throughout the remainder of November, 2025.  



 

24 

Promigas Trust Arrangement 

82. CNE Oil & Gas Colombia S.A.S. and Canacol Energy Colombia S.A.S. (“CECSAS”) are 

parties (in such capacity, the “Settlors”) to a trust arrangement effective as of January 26, 

2021 in favour of Promigas S.A. E.S.P. (“Promigas”) to secure transportation fees earned by 

Promigas pursuant to a transportation agreement amongst the parties (the “Promigas Trust 

Arrangement”).  

83. Pursuant to the Promigas Trust Arrangement, collections from customers who purchase 

natural gas from the corporate group using the Promigas pipeline covered by the transportation 

agreement are received directly into the accounts of the Promigas Trust Arrangement (the 

“Promigas Trust”). Funds in the Promigas Trust are administered by the trustee (the 

“Promigas Trustee”) as follows: 

a) first, to pay obligations owing to Promigas; 

b) next, to maintain a prescribed reserve in the Promigas Trust; and 

c) last, to make other payments as directed by Settlors and to transfer any surplus from the 

Promigas Trust to the Settlors. 

84. The Promigas Trust Arrangement predates the Macquarie Credit Agreement and the 

Promigas Trust is not subject to any DACAs. However, pursuant to the Macquarie Credit 

Agreement, any surplus in the Promigas Trust is required to be transferred to accounts of the 

Settlors which are subject to DACAs. The Proposed Monitor understands that, as of the date 

of this Report, there are no surplus funds being held by the Promigas Trust.  

85. In the Proposed Monitor’s view, the ongoing operation of the Cash Management System will 

not be prejudicial to any creditor or other stakeholder, and ought to be maintained during the 

CCAA Proceedings. 
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XII. FOREIGN PROCEEDINGS 

86. As described earlier in this Report, the Canacol Group’s exploration and production assets 

and operations are located in Colombia. As noted above, the Applicants’ operations are further 

supported by bank accounts and lending arrangements based located in the United States.  

87. The Proposed Initial Order contemplates that the Monitor will be appointed as the foreign 

representative and authorized to seek recognition of these proceedings outside of Canada.  

88. Accordingly, if the Proposed Initial Order is granted, the Applicants and the Monitor intend 

to proceed as soon as possible with commencing proceedings under Chapter 15 of the United 

States Code and will seek to have the CCAA Proceedings recognized as a foreign main 

proceeding and the Proposed Initial Order enforced in the United States. This will include a 

request for an order granting provisional relief under Chapter 15 of the United States Code 

and implementing a stay of proceedings in the United States, pending further order of the court 

of competent jurisdiction in the United States. The Monitor is of the view that obtaining relief 

under Chapter 15 to recognize the CCAA Proceedings is necessary to maintain the flow of 

funds in the ordinary course of operations, given that the Canacol Group’s lenders, and several 

of its bank accounts, are located in the United States. 

89. The Proposed Monitor has engaged Pachulski Stang Ziehl & Jones LLP to represent the 

Monitor (if appointed) as foreign representative in the Chapter 15 proceedings. 

90. Likewise, the Monitor (if appointed) intends to immediately file an application to have the 

CCAA Proceedings recognized with the Superintendency of Companies of Colombia, the 

Colombia Courts and any other Colombian authorities pursuant to Title III of Law 1116 of 

2006 of the Republic of Colombia.  

91. The Proposed Monitor is of the view that protection in the United States and Colombia are 

necessary to preserve the going concern value of Canacol’s business and further agrees that 

the Chapter 15 proceedings should be commenced immediately. The Proposed Monitor has 

reviewed the circumstances, including facts set out in the Bednar Affidavit, and consulted 

with its legal counsel (over which consultations it does not waive privilege), and agrees with 

the affiant’s conclusion that Canada is the centre of main interest for the Canacol Group.  
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XIII. COMEBACK MOTION 

92. Should the Court grant the Proposed Initial Order, the Proposed Monitor understands that the 

Applicants intends to bring a motion returnable within the ten (10) day stay period (the 

“Comeback Motion”) seeking an amendment and restatement of the Initial Order (such order, 

the “ARIO”) that will, among other things: 

a) extend the stay of proceedings until a date to be determined by the Court in the week 

beginning January 26, 2026, subject to the Court’s availability, and granting other 

customary Comeback Hearing relief under the CCAA 

b) increase the quantum of the Administration Charge and the Directors’ Charge (to the 

extent necessary), and providing for the priority ranking of the Administration Charge 

and the Directors’ Charge such that the Proposed Charges rank in priority to all other 

security, charges and encumbrances in favour of any person over the Property; 

c) authorize the Applicants to obtain interim financing from a lender to be confirmed (the 

“Proposed DIP Lender”) pursuant to a debtor-in-possession facility term sheet to 

finance working capital requirements and other general corporate purposes, and grant a 

priority charge in favour of the Proposed DIP Lender over the Applicants’ Property to 

secure such interim financing; 

d) grant Canacol relief from certain securities law reporting obligations under federal, 

provincial and other applicable law until further order of the Court; and 

e) grant such other relief as may be required to advance the Applicants’ restructuring 

efforts. 

93. Should the Court grant the Proposed Initial Order, KPMG (in its then capacity as Monitor) 

will report to the Court in connection with the Comeback Motion and any other relief sought 

by the Applicants. 
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XIV. PROPOSED MONITOR’S CONCLUSION AND RECOMMENDATIONS  

94. The Canacol Group is facing a looming liquidity crisis. Without CCAA protection and access 

to its cash on hand, a shut-down of the Applicants’ operations is inevitable, which would have 

an adverse impact on the Applicants’ stakeholders, including employees, customers, and trade 

partners. The stay of proceedings and related relief granted under the CCAA (and pursuant to 

the foreign recognition proceedings) will provide the Applicants with an opportunity to 

restructure their business and affairs for the benefit of their stakeholders.  

95. According to the Bednar Affidavit, it is without the funds required to meet its significant debt 

service obligations as they become due this month, which would result in events of default 

and related cross-defaults under credit agreements with Macquarie, RCF, and the holders of 

the Secured Notes. In the circumstances, the Canacol Group is seeking protection under the 

CCAA to afford itself the necessary breathing room to stabilize its business and pursue its 

restructuring.  The CCAA Proceedings would provide a forum to develop and execute on a 

going concern SISP that would seek to maximize creditor and stakeholder value. 

96. As noted in the Bednar Affidavit, the Proposed Monitor understands that since 2024, the 

Canacol Group has pursued additional liquidity from both existing and new lenders to address 

its liquidity constraints, engaging Plexus Capital (“Plexus”) to source, negotiate, and advise 

on potential financings. 

97. Over the past year, with Plexus’s assistance, the Proposed Monitor understands that Canacol 

pursued multiple transactions at varying stages of advancement. Specifically, it undertook: 

a) three (3) separate efforts to refinance indebtedness to Macquarie via the RCF lenders, each 

reaching the term sheet phase but failing to progress further; 

b) three (3) separate efforts to increase commitments under, or extend amortization of, the 

Macquarie Credit Facility, each again reaching term sheet stages but not successfully 

closing;  

c) discussions with a major international bank that reached verbal consensus but did not 

receive approval by the prospective lender to proceed to a written term sheet; and 
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d) recent and ongoing efforts with a private investment group to refinance the Macquarie 

Debt.  

98. The Proposed Monitor understands that several parties remain interested in the Applicants’  

business and their significant asset base. In this regard, it is the Proposed Monitor’s 

expectation that there will be a market for the SISP, and the interim financing requirements 

of the Applicants.  

99. For the reasons set out in this Report, the Proposed Monitor is of the view that the relief 

requested by the Applicants is both appropriate and reasonable. The Proposed Monitor is also 

of the view that granting the relief requested will provide the Applicants the best opportunity 

to restructure under the CCAA, thereby preserving value for the benefit of the Applicants’ 

stakeholders.  As such, the Proposed Monitor supports the Applicants’ application for CCAA 

protection and respectfully recommends that the Court grant the relief sought by the 

Applicants in the Proposed Initial Order. 
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All of which is respectfully submitted this 17th day of November 2025. 

 

KPMG Inc. 

In its capacity as Proposed Monitor of  

Canacol Energy Ltd., 2654044 Alberta Ltd., Canacol Energy ULC, 2498003 Alberta ULC, 

Cantana Energy GmbH, CNE Oil & Gas S.R.L., Canacol Energy Colombia S.A.S., Shona 

Holding GmbH, CNE Energy S.A.S., and CNE Oil & Gas S.A.S. 

 

And not in its personal or corporate capacity 

 

Per: 

      

     

___________________________________  

Paul van Eyk                 

CPA, CA-IFA, CIRP, LIT, Fellow of INSOL     

President   

 

 

___________________________________  

Katherine Forbes                 

CPA, CA, CIRP, LIT     

Senior Vice President   
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Alberta 
COURT OF KING’S BENCH OF ALBERTA 

 

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, 
 R.S.C.1985, c. C-36, AS AMENDED 

 

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF  
CANACOL ENERGY LTD., 2654044 ALBERTA LTD., CANACOL ENERGY ULC, 2498003 ALBERTA 
ULC, CANTANA ENERGY GMBH, CNE OIL & GAS S.R.L, CANACOL ENERGY COLOMBIA S.A.S., 

SHONA HOLDING GMBH, CNE ENERGY S.A.S., and CNE OIL & GAS S.A.S.  
 

(collectively the “Canacol Group” or the “Applicants”) 
 

MONITOR’S REPORT ON CASH FLOW STATEMENT 
(paragraph 23(1)(b) of the CCAA) 

 
The attached statement of projected cash flow of the Applicants prepared as of the 24th day of November 2025, 
consisting of the period from November 23, 2025 to December 20, 2025 (the "Cash Flow Forecast"), has been 
prepared by management of the Applicants, in consultation with the Monitor for the purpose described in Note 1, 
using the probable and hypothetical assumptions set out in the notes to the Cash Flow Forecast.  

Our review and consultation consisted of inquiries, analytical procedures and discussions related to information 
supplied by management and employees of the Applicant. Since hypothetical assumptions need not be supported, our 
procedures with respect to them were limited to evaluating whether they were consistent with the purpose of the Cash 
Flow Forecast. We have also reviewed the support provided by management for the probable assumptions and the 
preparation and presentation of the Cash Flow Forecast.  

Based on our review, nothing has come to our attention that causes us to believe that, in all material respects: 

a) the hypothetical assumptions are not consistent with the purpose of the Cash Flow Forecast; 
b) as at the date of this report, the probable assumptions developed by management are not suitably supported 

and consistent with the plans of the Applicants or do not provide a reasonable basis for the Cash Flow 
Forecast, given the hypothetical assumptions; or 

c) the Cash Flow Forecast does not reflect the probable and hypothetical assumptions. 

Since the Cash Flow Forecast is based on assumptions regarding future events, actual results will vary from the 
information presented even if the hypothetical assumptions occur, and the variations may be material. Accordingly, 
we express no assurance as to whether the Cash Flow Forecast will be achieved.  

The Cash Flow Forecast has been prepared solely for the purpose described in the notes thereto and readers are 
cautioned that it may not be appropriate for other purposes.  

Dated at Toronto, in the Province of Ontario, this 24th day of November 2025.  

KPMG Inc. 
In its capacity as Proposed Monitor of  
Canacol Energy Ltd., 2654044 Alberta Ltd., Canacol Energy ULC, 2498003 Alberta ULC, Cantana Energy 
GmbH, CNE Oil & Gas S.R.L., Canacol Energy Colombia S.A.S., Shona Holding GmbH, CNE Energy S.A.S., 
and CNE Oil & Gas S.A.S. 
 
And not in its personal or corporate capacity 
 

 

Katherine Forbes 
CPA, CA, CIRP, LIT 





The Canacol Group
Cash Flow Forecast
In USD ($000's); unaudited

Forecast Forecast Forecast Forecast
CCAA Week 1 2 3 4
Week Ending Notes 29-Nov-25 6-Dec-25 13-Dec-25 20-Dec-25 Total

1
Receipts

Receipts 2 18,409          3,872            1,340            271               23,892          
Total receipts 18,409          3,872            1,340            271               23,892          

Operating disbursements
Pre-filing expenses 3 (4,839)           -                -                (4,839)           
Operating expenses 4 (1,880)           (727)              (1,152)           (727)              (4,486)           
Royalties 5 (1,807)           -                -                (2,528)           (4,336)           
Payroll 6 (1,731)           -                (198)              -                (1,929)           
Capital expenditures 7 (1,472)           (1,846)           (1,846)           (1,846)           (7,010)           
Tax payable 8 (4,815)           -                -                (1,590)           (6,405)           
Letters of credit 9 -                (5,298)           -                -                (5,298)           
Professional fees 10 (200)              (200)              (200)              (200)              (800)              

Total operating disbursements (16,744)         (8,071)           (3,396)           (6,892)           (35,102)         

Net cash flow 1,666            (4,199)           (2,056)           (6,621)           (11,210)         

Opening cash 11 18,031          19,697          15,498          13,442          18,031          
Net cash flow 1,666            (4,199)           (2,056)           (6,621)           (11,210)         

Ending cash 19,697          15,498          13,442          6,821            6,821            
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Suite 2000, 215 – 9th Ave SW, Calgary, Alberta, T2P 1K3 Canada 
(T) 403.561.1648         (F) 403.228.6419 

www.canacolenergy.com 

TO: PROSPECTIVE DIP LENDERS 

Canacol Energy Ltd., together with its applicant subsidiaries (collectively, “Canacol” or the “Company”) 
has obtained an initial order dated November 18, 2025 (the “Initial Order”) from the Court of King’s Bench 
of Alberta (the “Canadian Court”) commencing proceedings under the Companies’ Creditors 
Arrangement Act (“CCAA”). Pursuant to the Initial Order, KPMG Inc. has been appointed as Monitor (in such 
capacity, the “Monitor”). The Initial Order was provisionally recognized by the United States Bankruptcy 
Court for the Southern District of New York (the “US Court”) under Chapter 15 of title 11 of the United 
States Code.  

The Company is facing urgent liquidity needs caused by the need to replace expiring letters of credit and 
various other factors. The Company is soliciting proposals for debtor-in-possession financing facility for 
the purposes set out herein (the “DIP Financing”) from prospective financiers in an abridged, accelerated 
process with a view to obtaining approval from the Canadian Court of the DIP Financing on or about 
December 9, 2025.   

We are writing to invite you, as a prospective lender, to participate in an abbreviated and competitive 
process (the “DIP Financing Solicitation Process”) to provide the DIP Financing. This letter sets out the 
Company’s minimum requirements and key parameters for such financing, together with the required 
timetable and process for submitting proposals.  

All monetary figures referenced herein are in US Dollars.  

DIP Amount: The Company is seeking DIP Financing for a minimum of $60 
million (“Minimum DIP Amount”) and a to-be-determined 
maximum amount (“Maximum DIP Amount”) to be 
communicated by the Lender in its proposed Term Sheet.  

The Minimum DIP Amount shall be disbursed on the Closing 
Date (as defined below). Any additional amounts shall be 
disbursed in a second tranche (the “Second Tranche”) upon 
satisfaction of the Second Tranche Condition (as defined 
below). All amounts must be fully committed.  

Use of Proceeds: The Minimum DIP Amount would address the Company’s 
short-term liquidity requirements. In addition to operations, 
the Company must replace and collateralize approximately 
$20 million of expiring letters of credit on or before December 
31, 2025, for which a portion of the DIP Financing will be 
utilized.   

The Second Tranche would address the Company’s longer-
term operational needs during these CCAA proceedings, 
including drilling and exploitation efforts.  

The Company shall use the proceeds from the DIP Financing 
for (i) operations in accordance with the Cash Flow Forecast 
(as defined below); and (ii) restructuring costs and 
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professional fees, issuance, renewal, extension, replacement 
or cash collateralization of existing or replacement standby 
letters of credit that are necessary for ongoing operations 
(primarily regulatory and concession obligations) during the 
CCAA proceedings; and (iii) drilling and exploitation efforts.  

Closing Date: No later than December 15, 2025 (the “Closing Date”). 

Maturity Date: The DIP Financing will mature on the earlier of:  

1. the closing of an Alternative DIP (as defined below);  

2. consummation of a plan of arrangement or 
compromise or other restructuring, recapitalization or 
sale transaction in respect of Canacol or all or 
substantially all of its property and assets; and  

3. a mutually acceptable maturity date based on the size 
of the DIP Financing. 

Security:  An order of the Canadian Court granting a super-priority 
charge against all of the assets, property and undertaking of 
the Company located in Canada and the United States 
subordinate only to the administration charge granted 
pursuant to the Initial Order (the “DIP Approval Order”).  

Refinancing or Prepayment of DIP: The DIP Financing can be replaced at any time by the 
Company with another debtor-in-possession financing facility 
from another party whether in connection with a 
recapitalization transaction or otherwise (an “Alternative 
DIP”). Such replacement to be conditioned only on the 
repayment of outstanding principal and accrued interest with 
proceeds from the Alternative DIP. 

Material Conditions: Customary conditions for debtor-in-possession financings of 
this nature.  

Recognition of the DIP Approval Order in Colombia cannot be 
a condition to funding.  

A DIP Approval Order of the Canadian Court and recognition 
of the DIP Approval Order by the US Court shall be conditions 
precedent. 

Cash Flow Forecast; Second Tranche 
Condition: 

The Cash Flow Forecast filed with the Court will constitute the 
DIP budget (the “Cash Flow Forecast”).  

Any disbursements beyond the immediate cash needs of the 
Company as set out in the Cash Flow Forecast, including 
availability to fund cash needs for uses arising following the 
end date of the Cash Flow Forecast, shall be subject only to 
further court approval (the “Second Tranche Condition”). No 
other conditions or Lender approval shall be required as a 
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condition precedent to the disbursement of the Second 
Tranche. 

Definitive Documents: Parties must identify whether any additional definitive 
documentation is required.  

 
Submission Deadline 

A party wishing to participate in the DIP Financing Solicitation Process must:  

(a) execute a non-disclosure agreement in form and substance satisfactory to the Company and 
Monitor, and  

(b) submit a binding term sheet capable of acceptance by the Company, with no requirement for credit 
committee or other internal approvals, by no later than 5:00 p.m. (Eastern Time Zone) on 
November 27, 2025 (the “Submission Deadline”). The Company, with the approval of the Monitor, 
may extend the Submission Deadline in its discretion if circumstances permit. 

Please submit the binding term sheet via email to: jbednar@canacolenergy.com and 
fbaloutch@plexuscapital.com, with a copy to the Monitor and its counsel: duncanlau@kpmg.ca and 
sahnir@bennettjones.com.  

Selection of Successful Proposal  

Following the Submission Deadline, the Company, in consultation with the Monitor, will review proposals 
submitted and select a successful proposal on or around November 29, 2025.  

In evaluating proposals, the Company, in consultation with the Monitor, may consider any factors it deems 
relevant or advisable, which may include, without limitation whatsoever, sizing and availability, refinancing 
optionality and flexibility (including the Company’s absolute right to repay or replace the DIP Financing at 
any time and for any reason), all-in cost of capital, fee transparency and caps, covenant flexibility, facility 
mix and fit relative to the Company’s operational needs, the proposed security package and intercreditor 
arrangements, execution and closing certainty (including any conditions to funding), the scope of required 
documentation, and the prospective lender’s track record, sector expertise, and familiarity with the 
Company’s business and operations, as well as governance expectations. Selection of any proposal 
remains subject to final approval by the Company’s board of directors and the Canadian Court, and, for 
the avoidance of doubt, recognition and a court-ordered charge in Colombia shall not be a condition to 
funding. 

The Company may, in consultation with the Monitor, conduct negotiations with any one or more 
prospective lenders; may request additional information or meetings (virtual or in person) with any 
prospective lender; and may accept or reject any proposal. 

The Company is under no obligation to accept the lowest-cost proposal or any proposal at all, and no 
prospective lender shall acquire any rights of any kind by virtue of its participation in this process unless 
and until definitive documentation has been executed and delivered and any required court approvals 
obtained. 

mailto:jbednar@canacolenergy.com
mailto:fbaloutch@plexuscapital.com
mailto:duncanlau@kpmg.ca
mailto:sahnir@bennettjones.com
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Without limiting any other rights or remedies, the Company expressly reserves the right, in its sole and 
absolute discretion and in consultation with the Monitor, to modify, supplement, or terminate the DIP 
Financing Solicitation Process at any time and for any reason. 

Court Approval  

Once a successful proposal is selected, the Company intends to seek a DIP Approval Order in the Canadian 
Court by December 9, 2025, and to seek recognition of the DIP Approval Order in the United States 
Bankruptcy Court on the already-scheduled foreign recognition hearing date of December 11, 2025.  The 
initial funding will be required no later than the Closing Date. The dates for court approval may change 
based on court availability.  

The Company appreciates the efforts of prospective lenders in this expedited process and looks forward 
to your participation.  
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