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NOTICE OF NO AUDITOR REVIEW 
 
The accompanying unaudited condensed consolidated interim financial statements of Reconnaissance Energy 
Africa Ltd. have been prepared by and are the responsibility of the Company’s management. 
 
In accordance with National Instrument 51-102, the Company discloses that its independent auditor has not 
performed a review of these unaudited condensed interim consolidated financial statements. 

 

  



 

Page 2 of 15 
 

RECONNAISSANCE ENERGY AFRICA LTD.  
Condensed Consolidated Interim Statements of Financial Position 
(Unaudited - Expressed in Canadian Dollars, unless otherwise stated) 
 

 

Nature of operations and going concern (Note 1) 
Commitments and contingencies (Note 13) 
Subsequent events (Note 15) 

These condensed consolidated interim financial statements were authorized for issue by the Board of Directors on August 
28, 2023. 
Approved by the Board of Directors: 
 
______”Craig Steinke”_________ Executive Chairman  ______”Mark Gerlitz”_________ Director 
 
The accompanying notes are an integral part of these condensed consolidated interim financial statements. 

June 30, March 31,
2023 2023 

ASSETS

Current Assets

Cash  $               22,488,207  $        38,814,806 

Restricted cash (Note 13)                   20,424,365            17,147,713 

Trade receivables                     8,071,220              7,587,176 

Other receivables                     5,418,970              5,172,348 

Prepaid expenses                     2,457,037                849,622 

                  58,859,799            69,571,665 

Exploration and evaluation assets (Note 5)                 119,168,690          113,753,023 

Property, plant and equipment (Note 6)                     5,334,608              5,603,719 

Total Assets  $             183,363,097  $      188,928,407 

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liabilities

Accounts payable and accrued liabilities  $                 9,322,649  $          7,807,604 

Royalties payable (Note 7)                 101,534,168            94,948,453 

Decommissioning liabilities (Note 9)                        714,629                730,443 

                111,571,446          103,486,500 

Decommissioning liabilities (Note 9)                     1,793,724              1,799,329 

Deferred tax liability                        309,323                316,168 

Total Liabilities  $             113,674,493  $      105,601,997 

Shareholders’ Equity 

Share capital (Note 10)                 355,168,541          355,031,053 

Reserves (Note 10)                   74,805,125            73,080,671 

Deficit               (360,956,875)        (347,110,310)

Accumulated other comprehensive income ("AOCI")                        671,813              2,324,996 

Total Shareholders’ Equity                   69,688,604            83,326,410 

Total Liabilities and Shareholders’ Equity  $             183,363,097  $      188,928,407 



 

Page 3 of 15 
 

RECONNAISSANCE ENERGY AFRICA LTD.  
Condensed Consolidated Interim Statements of Loss and Comprehensive Loss 
(Unaudited - Expressed in Canadian Dollars, unless otherwise stated) 
  

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

 Three Months Ended  Three Months Ended 

June 30, 2023 June 30, 2022

INCOME

Revenue  $                       4,205,828  $                  8,029,162 

Royalties                         (3,383,666)                     (6,342,032)

                             822,162                      1,687,130 

EXPENSES

Production costs                              270,449                         284,562 

Resource property costs                              233,311                         819,672 

General and administration (Note 11)                           4,903,124                      5,705,594 

Depreciation                                  1,228                           14,474 

Accretion (Note 9)                                33,826                           10,621 

Share-based payments (Notes 8, 10)                           1,736,942                      7,329,213 

                          7,178,880                    14,164,136 

Other Items

Other income                            (489,376)                          (40,630)

Finance expense (Note 7)                           8,065,469                      3,540,596 

Exchange gain                              (86,246)                     (1,653,542)

                          7,489,847                      1,846,424 

Net Loss                         13,846,565                    14,323,430 

Other Comprehensive Income

Items that may be reclassified subsequently to net loss

Translation adjustment                            (873,367)                         639,378 

Loss and comprehensive loss  $                     12,973,198  $                14,962,808 

Basic and diluted loss per common share  $                                0.07  $                           0.07 

Weighted average number of common
   shares outstanding - basic and diluted 202,087,048 200,195,554
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RECONNAISSANCE ENERGY AFRICA LTD.  
Condensed Consolidated Interim Statements of Changes in Shareholders’ Equity  
(Unaudited - Expressed in Canadian Dollars, unless otherwise stated) 
 

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

Number  Amount Reserves              Deficit AOCI Equity

Balance at December 31, 2021   189,219,493  $       311,000,325  $   48,588,119  $    (274,162,169)  $     (201,554)  $      85,224,721 

Shares issued:

Public offering  (Note 10) 7,475,000     42,946,505           4,519,745       -                     -                         47,466,250 

Issue costs - cash  (Note 10) -               (3,395,277)           -                 -                     -                         (3,395,277)

Issue costs - compensation options  (Note 10) -               (538,850)              538,850          -                     -                                      -   

Issue costs - units  (Note 10) 19,685          (11,231)                11,231            -                     -                                      -   

Warrants exercise 1,542,000     1,021,227             (229,227)         -                     -                              792,000 

Options exercise 1,000,000     706,313               (236,813)         -                     -                              469,500 

Share-based payments (Note 10) -               -                      3,595,045       -                     -                           3,595,045 

Net loss -               -                      -                 (10,662,302)        -                       (10,662,302)

Translation adjustment -               -                      -                 -                     (1,041,170)              (1,041,170)

Balance at March 31, 2022 199,256,178  351,729,012         56,786,950      (284,824,471)      (1,242,724)     122,448,767      

Warrants exercise 283,529        206,788               (28,259)           -                     -                              178,529 

Compensation option exercise 3,375            3,426                   (1,064)             -                     -                                 2,362 

Options exercise 1,811,871     2,379,686             (1,013,015)      -                     -                           1,366,671 

Share-based payments (Note 10) -               -                      7,329,213       -                     -                           7,329,213 

Net loss -               -                      -                 (14,323,430)        -                       (14,323,430)

Translation adjustment -               -                      -                 -                     639,378                       639,378 

Balance at June 30, 2022 201,354,953  354,318,912         63,073,825      (299,147,901)      (603,346)        117,641,490      

Shares issued:

Public offering  (Note 10)                   -                   254,817          (254,817)                        -                      -                         -   

Warrants exercise (Note 10)          648,853                 396,126            (62,876)                        -                      -                 333,250 

Options exercise (Note 10)            75,000                   61,198            (19,948)                        -                      -                  41,250 

Share-based payments (Note 10)                   -                            -         10,344,487                        -                      -            10,344,487 

Loss                   -                            -                       -           (47,962,409)                    -          (47,962,409)

Translation adjustment                   -                            -                       -                          -          2,928,342            2,928,342 

Balance at March 31, 2023   202,078,806           355,031,053       73,080,671        (347,110,310)        2,324,996          83,326,410 

Warrants exercise (Note 10)          250,000                 137,488            (12,488)                        -                      -                 125,000 

Share-based payments (Note 10)                   -                            -           1,736,942                        -                      -              1,736,942 

Loss                   -                            -                       -           (13,846,565)                    -          (13,846,565)

Translation adjustment                   -                            -                       -                          -        (1,653,183)          (1,653,183)

Balance at June 30, 2023  202,328,806  $     355,168,541  $  74,805,125  $  (360,956,875)  $      671,813  $     69,688,604 

Share Capital
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RECONNAISSANCE ENERGY AFRICA LTD.  
Condensed Consolidated Interim Statements of Cash Flows 
(Unaudited - Expressed in Canadian Dollars, unless otherwise stated) 
 

 

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

Three Months Ended
June 30, 2023

Three Months Ended
June 30, 2022

CASH FLOWS FROM OPERATING ACTIVITIES

Loss  $                 (13,846,565)  $                      (24,985,732)

Items not involving cash:

Depreciation                                  1,228                                   34,878 

Accretion on decommissioning liabilities (Note 9)                               33,826                                           -   

Finance expense (Note 7)                          8,065,469                              6,294,972 

Other income                                         -                                   (42,026)

Share-based payments (Note 8, 10)                          1,736,942                            10,924,258 

Unrealized foreign exchange                          1,041,288                            (1,209,548)

Changes in non-cash working capital items:

Receivables                           (730,666)                            (3,027,829)

Prepaid expenses                        (1,607,414)                            (1,143,397)

Accounts payable and accrued liabilities                        (1,480,699)                            11,357,524 

Royalties payable                             698,655                                           -   

Net cash used in operating activities                        (6,087,936)                            (1,796,900)

CASH FLOWS FROM INVESTING ACTIVITIES

Restricted cash                        (3,276,652)                                           -   

Investment in property, plant and equipment (Note 6)                                         -                                   (33,778)

Proceeds from property, plant and equipment disposition                                         -                                             -   

Investment in exploration and evaluation assets (Note 5)                        (4,846,698)                          (13,737,556)

Net cash used in investing activities                        (8,123,350)                          (13,771,334)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the issuance of shares (Note 10)                             124,999                            50,275,313 

Share issue costs (Note 10)                                         -                              (3,395,277)

Net cash provided by financing activities                             124,999                            46,880,036 

Impact of exchange rate changes on cash                        (2,240,312)                                   45,506 

Net change in cash                      (16,326,599)                            31,357,308 

Cash, beginning of period                       38,814,806                            61,153,991 

Cash, end of period  $                   22,488,207  $                        92,511,299 



RECONNAISSANCE ENERGY AFRICA LTD.  
Notes to Condensed Consolidated Interim Financial Statements 
For the three months ended June 30, 2023 and 2022 
(Unaudited - Expressed in Canadian Dollars, unless otherwise stated) 
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1.  NATURE OF OPERATIONS AND GOING CONCERN 

Reconnaissance Energy Africa Ltd. (“ReconAfrica” or the “Company”) was incorporated on June 22, 1978, under the 
provisions of the Company Act of British Columbia. The Company is a junior oil and natural gas company with a focus on 
exploration and development in Namibia and Botswana. The address of the Company’s corporate office and principal place 
of business is PO Box 48326 Bentall, Vancouver, BC, V7X 1A1, Canada. On December 28, 2022, the Company changed its 
year-end from December 31 to March 31. Therefore, the Company’s prior financial year consists of a 15-month period ending 
March 31, 2023. 
 
These unaudited condensed consolidated interim financial statements (the “Financial Statements”) have been prepared on a 
going concern basis, which assumes that the Company will be able to realize its assets and discharge its liabilities in the 
normal course of business in the foreseeable future. ReconAfrica’s revenues are not sufficient to fund ongoing operations and 
the Company may be required to raise new financing through the sale of shares or issuance of debt to continue with its 
operations and to develop its assets. Accordingly, the Company’s continued successful operations are dependent on its ability 
to obtain additional financing. Although management has been successful in raising capital in the past, there is no assurance 
that the Company will be able to obtain adequate financing in the future or that such financing will be obtained on terms 
advantageous to the Company. These conditions indicate the existence of material uncertainties that may cast significant 
doubt on the Company’s ability to continue as a going concern. These Financial Statements do not give effect to adjustments 
that would be necessary to the carrying values and classification of assets and liabilities should the Company be unable to 
continue as a going concern. These adjustments could be material. 
 
2.  BASIS OF PREPARATION 

These Financial Statements of the Company have been prepared in accordance with International Accounting Standard 
(“IAS”) 34, “Interim Financial Reporting” following acceptable accounting policies under International Financial Reporting 
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”), and interpretations of the 
International Financial Reporting Interpretations Committee (“IFRIC”). As a result, these Financial Statements should be 
read in conjunction with the Company’s audited financial statements for the 15-month period ended March 31, 2023. 
 
These Financial Statements have been prepared on an accruals basis and are based on historical costs, except for certain 
financial instruments classified as financial instruments at fair value through profit or loss. These Financial Statements are 
presented in Canadian dollars unless otherwise noted and include the accounts of the Company and its wholly owned 
subsidiaries. All intercompany transactions and accounts have been eliminated upon consolidation. 
 
Estimates and judgments are continuously evaluated and are based on management’s experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances. In preparing the Financial 
Statements, the judgments made by management in applying the Company’s accounting policies and the key sources of 
estimation uncertainty were the same as those applied to the audited consolidated financial statements as at and for the 15-
month period ended March 31, 2023. 
 
3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

These Financial Statements have been prepared on the basis of accounting policies and methods of computation consistent 
with those applied in the Company’s audited financial statements for the 15-month period ended March 31, 2023. 
 
4.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

The Board of Directors approves and monitors the risk management processes, inclusive of documented investment policies, 
counterparty limits, and controlling and reporting structures. The Company’s financial instruments consist of cash, restricted 
cash, trade receivables, other receivables, accounts payable and royalties payable. The carrying value of cash, restricted cash, 
trade receivables, other receivables, accounts payable and royalties payable are a reasonable approximation of their fair value 
due to the short-term nature of these instruments. Fair value measurements are categorized into a fair value hierarchy based 
on the lowest level input that is significant to the fair value measurement: 
 

 Level 1 inputs are determined by reference to unadjusted quoted prices in active markets for identical assets or 
liabilities.  



Notes to the Consolidated Financial Statements (continued) 
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 Level 2 inputs are determined based on inputs other than unadjusted quoted prices that are observable, either directly 
or indirectly.  

 Level 3 inputs are not based on observable market data. The Company does not have any financial instruments 
classified as Level 3. 

 
The type of risk exposure and the way in which such exposure is managed is provided as follows: 
 
Credit risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to 
incur a financial loss. The Company’s primary exposure to credit risk is related to its trade receivables and cash and restricted 
cash deposits in financial institutions. The Company manages cash deposit risk by using major banks that are high credit 
quality financial institutions as determined by rating agencies. Risks related to trade receivables are considered minimal as 
the sale of production in Mexico is to the state-owned oil and gas corporation.  
 
Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company 
has a planning and budgeting process in place to help determine the funds required to support the Company’s normal operating 
requirements on an ongoing basis. The Company ensures that there are sufficient funds to meet its short-term business 
requirements in Mexico, taking into account its anticipated cash flows from operations and its holdings of cash. While the 
royalties payable are currently due, the full balance will not be paid in the current period. For all other operating segments, 
the Company’s sole source of funding has been the issuance of equity securities for cash, primarily through prospectus 
offerings, and the exercising of outstanding options and warrants. The Company’s access to financing is always uncertain 
and additional funding will be required to meet its longer-term business objectives, including future drilling activities. This 
may include debt or equity financing in addition to funds raised from potential joint venture partners. There can be no 
assurance that such financing will be available in the amount required at any time or for any period or, if available, that it can 
be obtained on terms satisfactory to the Company. 
 
Foreign exchange risk 

Foreign exchange risk is the risk that the fair values or future cash flows of a financial instrument will fluctuate because they 
are denominated in currencies that differ from the respective functional currency. The Company has a non-material direct 
exposure to foreign exchange risk arising from cash, trade receivables, other receivables, accounts payable and accrued 
liabilities and royalties payable measured in foreign currencies, principally the US dollar, Mexican Peso, Namibian Dollar 
and Botswana Pula. The Company has a policy of settling items denominated in foreign currencies at the spot rate in place at 
the time of settlement. 
 
Interest rate risk 

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes 
in market interest rates. The Company’s main exposure to interest rate risk relates to the interest charged on the royalties 
payable balance. Increases to the prevailing interest rates in Mexico will result in higher interest payable. 
 
Commodity price risk 

Oil and natural gas prices have been and are expected to remain volatile due to market uncertainties over the supply and 
demand of these commodities due to various factors including Organization of the Petroleum Exporting Countries (“OPEC”) 
actions, the current state of world economies and ongoing credit and liquidity concerns. Volatile commodity prices have had 
and will continue to have a significant impact on the Company's ability to raise future capital to fund operations. Therefore, 
management regularly monitors natural resource commodity prices to determine the appropriate course of action to mitigate 
this risk. 
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5.  EXPLORATION AND EVALUATION ASSETS  

The following table reconciles the changes in the Company’s exploration and evaluation assets: 
 

 

The Company’s exploration and evaluation assets relate entirely to properties located in Namibia and Botswana. At June 30, 
2023, no indicators of impairment have been identified for the exploration and evaluation assets. 
 
Namibia Property 

On January 26, 2019, the Company, through Reconnaissance Energy Namibia Pty Ltd. (“ReconNamibia”), a wholly-owned 
subsidiary of ReconAfrica, entered into a petroleum agreement among the Government of the Republic of Namibia, the 
National Petroleum Corporation of Namibia (“NAMCOR”). Under this agreement, on January 29, 2015,  the Company was 
issued and holds a 90% interest in the petroleum exploration licence no. 0073 (“PEL 73”). The PEL 73 is comprised of blocks 
1719, 1720, 1721, 1819, 1820 and 1821 situated in the Kavango Basin of northeast Namibia (the “Namibia Licensed 
Property”). 

During the prior financial year, the Company entered into a purchase and sale agreement with NAMCOR to acquire an 
additional 5% participating interest in PEL 73. As consideration, the Company shall pay to NAMCOR US$2,000,000 in cash 
and issue 5,000,000 common shares of the Company. The transaction has not yet closed and the parties are in ongoing 
discussions. 

The Company has commitments related to PEL 73 in Northeast Namibia. In December 2019, the Company received approval 
for its application to extend the Namibia Licence into the First Renewal Period. During the first renewal exploration period, 
the Company is obliged to expend US$10,000,000 in exploration and evaluation activities plus an additional US$50,000 per 
year (benchmarked to inflation) for the purposes of funding the education and training of Namibians. The First Renewal 
Period continues until January 29, 2024, following receipt of the extension to the First Renewal Period from the Republic of 
Namibia, Ministry of Mines and Energy, in September 2022. The work requirements for both 2D seismic and aggregate 
expenditure of US$10,000,000 have been completed. 
 
Botswana Property 

On June 9, 2020, the Company, through its wholly-owned subsidiary, Reconnaissance Energy Botswana (Pty) Ltd. 
(“ReconBotswana”), was granted a petroleum licence in northwestern Botswana (the “Botswana Licence”). The lands subject 
to the Botswana Licence are contiguous to the Namibia Licensed Property. 

Pursuant to the terms of the Botswana Licence, ReconAfrica is committed to a minimum work program of BWP5,000,000 
(approximately $500,000) over the first 4-year exploration period from June 1, 2020.  

  

Botswana Property Namibia Property Total

Balance at December 31, 2021                      76,291                     54,311,910                  54,388,201 

Additions                      84,749                     54,400,701                  54,485,450 

Effect of exchange rate changes                        4,245                       4,875,127                    4,879,372 

Balance at March 31, 2023                    165,285                   113,587,738                113,753,023 

Additions                        6,749                       7,891,130                    7,897,879 

Effect of exchange rate changes                           302                     (2,482,514)                   (2,482,212)

Balance at June 30, 2023                    172,336                   118,996,354                119,168,690 
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6.  PROPERTY, PLANT AND EQUIPMENT 

Equipment is recorded at cost, including costs attributable to bring the asset to intended use, less accumulated depreciation. 
Depreciation begins when the asset is put into service and is calculated using the straight-line method. The cost of maintenance 
and repairs is charged to expense as incurred. The cost of significant renewals and improvements is added to the carrying 
amount of the respective asset. When assets are retired, or otherwise disposed of, the cost and related accumulated 
depreciation are removed from the balance, and any resulting gain or loss is reflected in the consolidated statements of loss 
and comprehensive loss. 
 

 
 
Depreciation on property, plant and equipment for the period ended June 30, 2023 is $60,416 (June 30, 2022 - $153,758) of 
which $59,188 (June 30, 2022 - $139,284) was recorded in exploration and evaluation assets. 
 
Depreciation is recognized to allocate the cost of capital assets over the useful life of the respective assets. The cost of 
replacing a part of an item of property, plant and equipment is recognized in the carrying amount of the item if it is probable 
that the future economic benefits embodied within the part will flow to the Company, and its cost can be measured reliably. 
The carrying amount of the replaced part is derecognized. The costs of the day-to-day servicing of property, plant and 
equipment (repair and maintenance) are recognized in profit or loss as incurred. Property, plant, and equipment are 
depreciated as follows:  
 

 
 
At June 30, 2023, no indicators of impairment have been identified for the property, plant and equipment. 

Drilling Rig 
Equipment Vehicles

Computer 
Equipment

Office 
Equipment Total

Cost:

Balance, December 31, 2021        6,357,771        232,833          88,630               40,230        7,071,578 

   Addition              225,505            82,758                      -                67,229             375,492 

   Effect of exchange rate changes              141,168            12,117              7,586                16,726             201,343 

Balance, March 31, 2023        6,724,444        327,708          96,216            124,185        7,648,413 

   Addition                         -                      -                      -                        -                           - 

   Effect of exchange rate changes            (145,589)            (7,095)            (1,829)                 (2,418)            (156,931)

Balance, June 30, 2023  $    6,578,855  $    320,613  $      94,387  $        121,767  $    7,491,482 

Accumulated depreciation:

Balance, December 31,  2021          (607,772)         (93,427)         (87,561)             (18,577)      (1,128,117)

   Depreciation            (653,798)          (37,975)            (2,441)                 (3,698)            (730,329)

   Disposition                         -                      -                      -                          -                         - 

   Effect of exchange rate changes            (126,835)          (11,518)            (6,088)               (19,144)            (186,248)

Balance, March 31, 2023       (1,388,405)      (142,920)         (96,090)             (41,419)      (2,044,694)

   Depreciation              (53,957)            (1,479)               (163)                 (4,817)              (60,416)

   Effect of exchange rate changes              (50,197)            (4,189)              1,866                     756              (51,764)

Balance, June 30, 2023  $  (1,492,559)  $  (148,588)  $    (94,387)  $         (45,480)  $  (2,156,874)

Net book value:

As of March 31, 2023  $    5,336,039  $    184,788  $            126  $          82,766  $    5,603,719 

As of June 30, 2023  $    5,086,296  $    172,025  $                 -  $          76,287  $    5,334,608 

Expected Life
Salvage 

Value
Basis of 

Depreciation

Drilling rig equipment 10 years 10% straight-line

Vehicles 5 years 20% straight-line

Lease assets 2 years 0% straight-line

Computer equipment 3 years 33% straight-line

Office equipment 3 years 33% straight-line
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7.  ROYALTIES PAYABLE 

The following table reconciles the changes in the Company’s royalty liabilities: 
 

 
  
The Company’s royalty balance relates to Renaissance’s Chiapas properties in Mexico with royalty amounts due since 
October 2019. The continued delay in making royalty payments may result in significant penalties and action against 
Renaissance (Note 13). Of the $101.5 million (March 31, 2023 - $94.9 million) balance, the principal royalties payable 
balance is $60.3 million (March 31, 2023 - $60.9 million), while the remaining balance of $41.2 million (March 31, 2023 - 
$34.0 million) is associated with estimated interest fees that have not yet been charged to Renaissance.  
 
The royalties may also be subject to further fines from the Tax Administration Service of Mexico, though there is no indication 
any such charges will be received. Renaissance has commenced repaying its outstanding royalty balance and proposed 
payment terms to the CNH, an agency of the Mexican Federal government, by way of discussions between the CNH’s 
representatives and agents of Renaissance. While these terms were not rejected, no formal agreement was entered into 
regarding repayment of amounts past due. To date, there has been no indication that Renaissance will be charged any 
additional penalties or interest on the outstanding balance, however, the Mexican State through the Mexican Petroleum Fund 
and the Secretary of Finance (SHCP) does retain the right to do so. Further strategic alternatives are being evaluated for the 
Chiapas properties and outstanding royalties, including efforts in obtaining exemption from all potential penalties and interest 
amounts resulting from non-payment of royalties. 
 
8.  RELATED PARTY TRANSACTIONS 

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or exercise 
significant influence over the other party in making financial and operating decisions. Related parties may be individuals or 
corporate entities. A transaction is considered to be a related party transaction when there is a transfer of resources or 
obligations between related parties. 

Transactions with related parties are summarized in the table below: 
 

 
 
At June 30, 2023, a balance of $60,050 (March 31, 2023 - $120,055) was payable to related parties. Amounts due to or from 
related parties are unsecured, non-interest bearing and have no fixed terms of repayment. 
 
  

Balance at December 31, 2021             41,013,348 

Addition              26,429,369 

Repayments                 (262,340)

Finance expense              23,405,096 

Effect of exchange rate changes                4,362,980 

Balance at March 31, 2023  $         94,948,453 

Addition                3,383,666 

Repayments              (2,685,011)

Finance expense                8,065,469 

Effect of exchange rate changes              (2,178,410)

Balance at June 30, 2023  $       101,534,168 

June 30,
2023

June 30,
2022

Directors' fees  $                                    -  $                      161,924 

Management salaries and benefits                            483,265                          621,155 

Share-based payments                         1,002,060                       3,158,142 

 $                  1,485,325  $                3,941,221 

Three Months Ended
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9.  DECOMMISSIONING LIABILITIES 

The following table reconciles the changes in the Company’s decommissioning liabilities: 
 

 
 
In the prior year, the Company recognized decommissioning liabilities on its African assets; previously, the Company’s 
decommissioning liabilities were only related to its Mexican assets. The decommissioning liabilities were based on total 
undiscounted future liability, after inflation adjustment, of $3.6 million. There were no changes in discount rates and inflation 
rates assumptions since the Company’s financial year end of March 31, 2023. These payments are expected to be made 
between 2023 and 2033. 
 
10.  SHARE CAPITAL 

Authorized: Unlimited common shares without par value 
 
Common shares 

At June 30, 2023, there were 202,328,806 (March 31, 2023 – 202,078,806) common shares issued and outstanding. 
 
During the three months ended June 30, 2023, the Company issued 250,000 (2022 – 283,529) common shares pursuant to the 
exercise of 250,000 (2022 – 283,529) warrants for cash proceeds of $125,000 (2022 - $178,529) and nil (2022 – 3,375) 
compensation options for cash proceeds $Nil (2022 – $2,362). 
 
During the three months ended June 30, 2023, the Company issued nil common shares pursuant to the exercise of nil (2022 
– 1,811,871) stock options for cash proceeds of $Nil (2022 - $1,366,671). 
 
Compensation options and warrants 
 
A summary of changes in compensation options and share purchase warrants is presented below: 
 

  
 
  

Balance at December 31, 2021  $       789,704 

Accretion               84,586 

Additions - African assets          1,293,673 

Change in estimate - African assets             129,291 

Change in estimate - Mexican assets             156,417 

Effect of exchange rate changes               76,101 

Balance at March 31, 2023  $    2,529,772 

Accretion               33,826 

Effect of exchange rate changes              (55,246)

Balance at June 30, 2023  $    2,508,353 

Less: Current portion           714,629 

Decommissioning liabilities, Non-Current  $    1,793,724 

Number of Compensation 
options Number of Warrants

Weighted Average 
Exercise Price ($)

Balance, March 31, 2023                                     155,729                               6,984,114  $                                  6.78 

Exercised                                                -                                (250,000)                                      0.50 

Expired                                    (127,079)                                             -                                      9.50 

Balance, June 30, 2023                                      28,650                              6,734,114  $                                  8.63 
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Warrants outstanding at June 30, 2023 are as follows: 
 

  
(i) In connection with the completion of the acquisition of Renaissance, the Company entered into a settlement agreement with a former 
director of Renaissance by granting 1,800,000 non-transferable common share purchase warrants of the Company exercisable at a price of 
$12.00 per share for a period of two years following the closing of the acquisition (see Note 15). 
 
Stock options 

The Company amended its existing stock option plan on April 22, 2022. Pursuant to the stock option plan, options are awarded 
to eligible people as determined by the Board of Directors’ discretion. The Board of Directors also establishes exercise price 
at each option grant, which shall not be less than the discounted market price of the common shares on the day preceding the 
grant date. Options granted must be exercised no later than five years after the grant date. Subject to the stock option plan, 
the maximum number of common shares which may be reserved for issuance under the plan shall not exceed 10% of the 
number of common shares issued and outstanding at the time of option grant. 

On May 13, 2022, the Company granted 5,715,000 stock options to directors, officers and consultants of the Company, 
exercisable at price of $6.35 per share for a period of up to five years. 

During the three months ended June 30, 2023, the Company recorded share-based payments of $1,736,942 (June 30, 2022 - 
$7,329,213). The following table highlights the assumptions to determine the fair value of stock options granted using the 
Black-Scholes Option Pricing Model:  

 
 
Options granted under the stock option plan are subject to a vesting schedule, whereby 25% of each option will vest on the 
grant date and 25% will vest on each of the nine months anniversaries following the date of grant. The Company may choose 
to offer a more restrictive and accelerated vesting period upon its discretion.  

There were no changes in stock options during the three months ended June 30, 2023.  
  

Number of Warrants
Number of Compensation 

Options Exercise Price ($) Expiry Date

                                       1,800,000  (i)                                              -   12.00                                    July 27, 2023

                                         631,733                                              -   7.61                                      September 25, 2023

                                       2,179,122                                              -   14.00                                    May 27, 2024

                                       1,269,730                                              -   0.50                                      August 30, 2024

                                           29,412                                              -   0.50                                      December 6, 2024

                                           77,940                                              -   0.50                                      December 18, 2024

                                         746,177                                              -   1.00                                      February 4, 2025

                                                  -                                         28,650 0.70                                      August 25, 2025
                                     6,734,114                                      28,650 

Three Months Ended Three Months Ended

June 30, 2023 June 30, 2022

Risk-free interest rate nil 2.75%

Expected life nil 5 years

Expected volatility nil 70.00%

Expected dividend yield nil n/a
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Stock options outstanding at June 30, 2023 are as follows: 

 

  

11.  GENERAL AND ADMINISTRATION 

The following table provides a breakdown of general and administration expenses: 

   
 

12.  SEGMENTED INFORMATION 

The following tables highlight the Company’s operating segments: 

 
  

Number of Options 
Outstanding

Number of Options 
Exercisable Exercise Price Expiry Date

Weighted Average 
Remaining 

Contractual Life (in 
years)

1,200,000                                         1,200,000 12.00 July 27, 2023 0.1

250,000                                              250,000                              0.25 October 7, 2024 1.3

225,000                                              225,000                              0.51 December 9, 2024 1.4

320,000                                              320,000                              0.76 February 18, 2025 1.6

175,000                                              175,000                              0.31 April 29, 2025 1.8

2,287,500                                         2,287,500                              0.70 August 26, 2025 2.2

100,000                                              100,000                              0.76 August 26, 2025 2.2

393,750                                              393,750                              2.19 January 5, 2026 2.5

4,668,750                                         3,481,250                              6.88 April 25, 2026 2.8

800,000                                              600,000                            11.39 July 14, 2026 3.0

360,000                                              272,500                              6.23 September 8, 2026 3.2

500,000                                              500,000                              6.00 December 3, 2026 3.4

5,715,000                                         2,857,500                              6.35 May 13, 2027 3.9

16,995,000                                  12,662,500  $                         5.89 2.8

June 30, 2023 June 30, 2022

 $                   2,222,074  $                2,600,908 

Marketing and stakeholder relations                          229,883                       259,255 

Corporate development                            65,108                       647,748 

Office and general                          348,061                       504,955 

Transportation and accomodation                          153,567                       490,708 

Insurance                          585,853                       336,454 

Professional fees                       1,298,578                       865,566 

 $                   4,903,124  $                5,705,594 

Staff, consulting, and management (Note 8)

Three Months Ended

Three Months Ended June 30, 2023 Corporate Mexico Africa Total

Total non-current assets  $         8,918,432  $              18,355  $                    115,566,511  $             124,503,298 

Total assets           14,089,940           48,886,410                        120,386,747                 183,363,097 

Total liabilities           (2,196,942)       (105,751,240)                          (5,726,311)                (113,674,493)

Crude oil revenue                            -             2,258,889                                          -                     2,258,889 

Natural gas revenue                            -             1,911,080                                          -                     1,911,080 

Prior period adjustments                            -                  35,859                                          -                          35,859 

Total revenue                            -             4,205,828                                          -                     4,205,828 

Loss before taxes             4,575,949             7,988,254                            1,282,362                   13,846,565 
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13.  COMMITMENTS AND CONTINGENCIES 

The Company is subject to certain commitments related to the Chiapas properties in Mexico (Note 7). According to the terms 
of the associated licence agreements and extensions received, the Company is committed to the completion of certain work 
programs. This includes approximately US$31.0 million ($41.0 million) due February 27, 2024, for capital development 
including the drilling of four wells and four workovers. There is a $101.5 million balance in royalty payables with a principal 
amount owing of $60.3 million and $41.2 million recorded as estimated interest fees (Note 7).  

Renaissance entered into four surety bond agreements with two financial institutions in aggregate of approximately US$15.3 
million ($20.3 million), as required by the CNH, towards the guarantee of performance of the minimum work programs. A 
deposit for the full amount has been made to the surety bond providers as collateral for the value of the bonds. This amount 
is recorded as restricted cash on the statements of financial position. Failure to complete the work programs may result in the 
CNH seeking remedy through direct payment of the obligations or by acting on the surety bonds and/or seeking further action 
against the Company. 

The nature of the Company’s petroleum exploration business sometimes results in individuals, groups or regulatory bodies, 
including parties that are opposed to the Company’s business, making allegations that could lead to future legal proceedings 
that might ultimately be resolved in a way that could materially adversely impact the Company’s financial position, stock 
price, cash flow and results of operations. 

The Company and certain of its current and former officers and directors have been named as defendants in three substantially 
identical purported class action lawsuits filed by shareholders of the Company in the United States District Court in Brooklyn, 
New York. The Company identified the first of these lawsuits in an October 28, 2021 news release. The first lawsuit was 
voluntarily dismissed by that plaintiff on November 9, 2021, and the other two were consolidated by the court, which 
appointed a lead plaintiff and lead counsel to represent the purported class members. On April 11, 2022, the lead plaintiff 
filed a consolidated amended complaint that alleges that the Company and the individual defendants made untrue statements 
of material fact or omitted to state material facts or engaged in acts that operated as a fraud upon the purchasers of the 
Company’s stock in violation of Section 10(b) and Section 20(a) of the U.S. Securities Exchange Act of 1934, as amended, 
and Rule 10b-5, thereunder. The claims are alleged on behalf of a class of shareholders who purchased or otherwise acquired 
shares of the Company between February 28, 2019 and September 7, 2021. The lead plaintiff generally alleges that the 
defendants made misleading statements about the Company’s oil exploration projects in Namibia and Botswana that rely in 
part on allegations by a short-seller of the Company’s stock and free-lance writers for National Geographic magazine. The 
lead plaintiff seeks unspecified monetary damages. The parties are in the process of conducting discovery. No trial date has 
been set by the court. The Company disputes the allegations and intends to vigorously defend the lawsuits, although no 
assurance can be given with respect to the ultimate outcome of this action. 

The Company has also been named in a proposed class action filed by a shareholder of the Company in the Supreme Court 
of British Columbia under the Class Proceedings Act, RSBC 1996, c. 50. The claim is a proposed shareholder class action on 
behalf of all investors, except certain excluded investors, that purchased the Company’s securities between May 30, 2020 and 
September 7, 2021, and held all or some of those purchased securities after September 7, 2021. The claim generally alleges 
that ReconAfrica published core and non-core documents containing misrepresentations that were publicly corrected between 
June 24 and September 7, 2021. The plaintiff seeks damages against the Company in connection with the alleged 
misrepresentations and public corrections. The Company believes that the allegations made against the Company in this 
action are without merit and intends to vigorously defend them, although no assurance can be given with respect to the 
ultimate outcome of this action. 

Renaissance’s operations are subject to a variety of local regulations. Failure to comply with one or more of those regulations 
could result in fines, restrictions on operations, suspension or revocation of permits or licenses, or other disciplinary actions 
(collectively, “Disciplinary Actions”) that could adversely affect Renaissance’s financial position and results of operations. 
While management believes that Renaissance is in substantial compliance with local regulations as of June 30, 2023 and 

Three Months Ended June 30, 2022 Corporate Mexico Africa Total

Total non-current assets  $        8,074,126  $             27,072  $                    69,363,306  $              77,464,504 

Total assets          71,007,408          41,906,400                        73,676,147                186,589,955 

Total liabilities           (2,251,736)         (63,886,550)                        (2,810,179)                 (68,948,465)

Crude oil revenue                          -            3,274,839                                       -                    3,274,839 

Natural gas revenue                          -            4,754,323                                       -                    4,754,323 

Total revenue                          -            8,029,162                                       -                    8,029,162 

Loss before taxes            9,560,212            2,700,004                          2,063,214                  14,323,430 
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through the date of filing of these financial statements, these regulations continue to evolve and are subject to differing 
interpretations and enforcement. As a result, Renaissance may be subject to Disciplinary Actions in the future. 

14.  CAPITAL MANAGEMENT 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern in 
order to pursue the acquisition, exploration and development of exploration and evaluation assets, and to maintain a flexible 
capital structure which optimizes the costs of capital at an acceptable risk. In the management of capital, the Company 
includes the components of equity which, at June 30, 2023, totaled $69,688,604 (March 31, 2023 – $83,326,410). 

The Company manages the capital structure and makes adjustments to it in light of changes in economic conditions and the 
risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may attempt to issue 
new shares, issue debt or acquire or dispose of assets. The Company is not exposed to any externally imposed capital 
requirements. No changes were made to the Company’s capital management practices during the 15-month period ended 
March 31, 2023. 
 
15.  SUBSEQUENT EVENTS 

On July 18, 2023, the Company completed an overnight marketed offering of units of the Company. Pursuant to the offering, 
6,795,454 units were sold at $1.10 per unit for gross proceeds of $7,475,000. Each unit consists of one common share in the 
capital of the Company and one common share purchase warrant of the Company. Each warrant entitles the holder to acquire 
one common share at a price of $1.35 until July 18, 2025. The underwriters received a cash commission of 6% of the gross 
proceeds, were issued 295,227 compensation options entitling the holder to acquire one unit for $1.10 until July 18, 2025, 
and received additional cash compensation of 1% of gross proceeds as a corporate finance fee.  

On July 27, 2023, Renaissance received a legal claim from the Agency of Security, Energy and Environment in Mexico 
(“ASEA”) in relation to the methane inspections originated in September 2022, the claim could result in various potential 
actions such as total temporary shutdown of the Mundo Nuevo 2-A and Malva 85 wells, as well as the imposition of a fine 
that could be significant and/or material to the Company. We are not aware of any precedent cases that would support the 
potential actions; the Company is currently in the process of reviewing, assessing the claim; and seeking legal counsel advice 
on this. Until the review is complete, the Company is unable to assess the claim’s materiality or probability. 

On August 3, 2023, the Company announced that it intends to complete a non-brokered private placement with officers and 
directors of the Company at a price of $1.12 per unit for gross proceeds of $1,200,000. Each Unit will consist of one common 
share in the capital of the Company and one common share purchase warrant of the Company. Each Warrant will entitle the 
holder to acquire one Common Share at a price of $1.37 for a period of 24 months from the closing of the Offering. In 
addition, the Company also announced that it has granted incentive stock options to certain directors, officers, employees, 
and consultants of the Company to acquire an aggregate of 4,905,000 common shares in the capital of the Company at an 
exercise price of $1.40 per share in accordance with the Company’s 10% rolling incentive stock option plan. 

Subsequent to the quarter end, the Company received $616,975 in gross proceeds upon the exercise of 545,450 warrants. A 
further 1,200,000 options and 1,800,000 warrants in connection with the acquisition of Renaissance expired. 


