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This Management Discussion and Analysis (“MD&A”) relates to the financial condition and results of the operations of MCF 
Energy Ltd. (the “Company” or “MCF” or “MCF Energy”) together with its subsidiaries and is supplemental to, and should 
be read in conjunction with, the Company’s unaudited interim condensed consolidated financial statements for the nine 
months ended September 30, 2025 and 2024, (including notes) (the “Consolidated Financial Statements”) which are 
prepared in condensed format in accordance with International Financial Reporting Standards (“IFRS”) as applicable to the 
preparation of interim statements, including International Accounting Standard 34 - Interim financial reporting, as issued by 
the International Accounting Standards Board (“IASB”). The Consolidated Financial Statements should also be read in 
conjunction with the annual audited consolidated financial statements for the year ended December 31, 2024 and 2023, 
which have been prepared in accordance with IFRS. 
 
Certain information included in this discussion may constitute forward looking statements. Forward looking statements are 
based on current expectations and entail various risks and uncertainties. These risks and uncertainties could cause or 
contribute to actual results that are materially different from those expressed or implied. The effective date of this report is 
November 26, 2025.   
 
All currency amounts are expressed in thousands, except share and per share information or where otherwise noted. Dollar 
amounts are in Canadian dollars unless otherwise indicated 
 
Cautionary Statement on Forward-Looking Information 
 
This MD&A contains certain forward-looking information and statements within the meaning of applicable securities laws. 
The use of any of the words "expect", "anticipate", "budget", "forecast", "continue", "estimate", "objective", "ongoing", "may", 
"will", "project", "should", "believe", "plans", "intends", "strategy" and similar expressions are intended to identify forward-
looking information or statements. In particular, but without limiting the foregoing, this MD&A  contains forward-looking 
information and statements pertaining to: the recent corporate acquisitions of Genexco GmbH and MCF Energy Czechia 
Ltd. (formerly 1460292 B.C. Ltd.), forecasts and updates regarding the Company’s operations, MCF and its subsidiary’s 
capital plans, recent dispositions of the Company’s Czech assets, activities and budget for 2025, expected well 
performance, forecasted average production volumes and capital expenditures for 2025, and the Company’s strategy.  
 
The forward-looking information and statements contained in this MD&A reflect several material factors and expectations 
and assumptions of MCF including, without limitation: that MCF will continue to conduct its operations in a manner consistent 
with past operations; the general continuance of current industry conditions; the continuance of existing (and in certain 
circumstances, the implementation of proposed) tax, royalty and regulatory regimes; the accuracy of the estimates of MCF's 
resource volumes; certain commodity price and other cost assumptions; the continued availability of oilfield services; and 
the availability of adequate debt and equity financing and working capital to fund its planned expenditures.  
 
MCF believes the material factors, expectations and assumptions reflected in the forward-looking information and 
statements are reasonable, but no assurance can be given that these factors, expectations, and assumptions will prove to 
be correct.  
 
The forward-looking information and statements included in this MD&A are not guarantees of future performance and should 
not be unduly relied upon. Such information and statements involve known and unknown risks, uncertainties and other 
factors that may cause actual results or events to differ materially from those anticipated in such forward-looking information 
or statements including, without limitation: changes in commodity prices; changes in the demand for or supply of MCF's 
products; unanticipated operating results or production declines that differ from those estimated; changes in tax or 
environmental laws, royalty rates or other regulatory matters; changes in development plans of MCF or by third party 
operators of MCF's properties, increased debt levels or debt service requirements; inaccurate estimation of MCF's oil and 
gas resource volumes; limited, unfavorable or a lack of access to capital markets; increased costs; a lack of adequate 
insurance coverage; the impact of competitors; a failure to obtain necessary approvals as proposed or at all and certain 
other risks detailed from time to time in MCF's public documents.  
 
The forward-looking information and statements contained in this MD&A speak only as of the date of this MD&A, and MCF 
does not assume any obligation to publicly update or revise them to reflect new events or circumstances, except as may be 
required pursuant to applicable laws. 
 



MCF Energy Ltd. 
Management’s Discussion and Analysis of 
Financial Condition and Results of Operations 
Nine months ended – September 30, 2025 
 

P a g e  | 2 

Profile and Strategy 
 
MCF is a Canadian upstream oil and gas company with exploration and development assets in Europe. As at September 
30, 2025 the Company has a portfolio of natural gas weighted exploration/appraisal assets in Austria and Germany. The 
Company holds its interests through joint development agreements, shareholdings in its wholly owned subsidiaries, and 
investee company. MCF’s long-term plan is to deliver sustainable shareholder value through the exploration, development, 
and production of its existing asset portfolio, accretive acquisitions of additional exploration and development assets, and 
monetizing value from its shareholdings in investee companies. MCF will maintain its primary focus on, onshore European, 
gas-weighted assets, and continues to work on optimizing and unlocking shareholder value through the evaluation of other 
energy opportunities in the global M&A market.  
 
The Company is a unique investment opportunity for its exposure to European energy development.  
 
Overview  
 
The Company was incorporated under the British Columbia Business Corporations Act on December 17, 2007. The 
Company is a junior resource company engaged in the identification, and the exploration and development, of both proven 
and unproven reserves via drilling and/or acquisition with a focus on the European oil and gas sector. On December 23, 
2022, the Company changed its name from “Pinedale Energy Limited” to “MCF Energy Ltd.”  The address of the Company's 
registered office is 25th floor, 700 West Georgia Street, Vancouver, BC, V7Y 1B3, and head office is 3123 - 595 Burrard 
Street, Vancouver, BC, V7X 1J1. The Company is trading on the TSX Venture Exchange under the trading symbol “MCF”, 
on the Frankfurt Stock Exchange under the trading symbol “DC6” and on the OTCQX under the trading symbol “MCFNF.”   
 
On January 5, 2024, the Company and ADX Energy Ltd. (“ADX”) amended an agreement to outline the Company’s 
commitment to finance 50% of the Welchau-1 well expenses, up to $7,300 (EUR €5,100), in exchange for increasing the 
Company’s economic interest in the Welchau investment area to 25% from 20%. During the year ended December 31, 
2024, the Company reached the revised well cost cap and as a result, the Company and ADX covered their respective 
shares of 25% and 75% for the expenses related to the Welchau investment area.  See Note 8 of the Consolidated Financial 
Statements. 
 
Upon signing the amended agreement, the Company paid $1,497 (EUR €1,025) as a cash call towards the Welchau-1 well 
future expenses. 

 
On February 27, 2024, the Company acquired oil and gas licences in the Czech Republic. Located in the Vienna Basin of 
Czechia within the Carpathian Mountains, the acquisition consists of three production licences covering 6,880 acres (27.8 
km² km), and three exploration licences covering 42,551.5 acres (172.2 km²). 

 
The Company issued 17.5 million common shares to the vendor and made a cash payment of $1,781 (US$1,325).  
Additionally, the Company issued 350,000 common shares as an advisory success fee.   

 
A Czech company (the “Manager”), familiar with local operations, will manage the Czech assets from its office in Prague. 
The Manager’s compensation includes a set fee of $65 per month in cash, and cash bonuses, based on performance, up 
to a maximum of $800. In addition, the Manager will be granted a net profit royalty from successful wells varying between 
2.5% and 10% for seven years, and a flat 2.5% thereafter. If, by the later of 24 months from closing, or fiscal year end 2025, 
less than $5,000 has been deployed in connection with the Company’s assets or operations in the Czech Republic, the 
royalty gets extended one year before reverting to a flat 2.5%. If after 36 months from closing, less than $5,000 has been 
deployed, the Manager shall have the option to purchase 50% of the working interest in certain lands for $500.  
 
On July 31, 2024, the Company closed a non-brokered private placement (the “2024 Private Placement”) and issued 
29,848,686 units at a price of $0.15 per unit for aggregate gross proceeds of $4,477. Each unit (a “Unit”) consists of one 
Class A common share and one Class A common share purchase warrant, with each warrant entitling the holder thereof to 
acquire an additional common share at an exercise price of $0.16 until July 31, 2026. Of the total gross proceeds raised, 
$4,029 has been allocated to the value of the shares issued, with the residual $448 allocated to the value of the warrants. 
The Company incurred total issuance costs of $224 in relation to the 2024 Private Placement, which includes $100 of 
finders’ fees and finders’ warrants with a value of $34. $201 has been attributed to the value of the shares issued and $23 
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has been attributed to the value of the warrants. The finders’ warrants have the same terms as the Class A common share 
purchase warrants included in the Units 
 
On July 31, 2024, the Company settled outstanding debt owed to various creditors in the aggregate amount of $1,567 
through the issuance of 10,445,254 Units (the “Debt Settlement”). $1,382 of the amount settled relates to amounts owed 
from deferred consideration, while the remaining amount of $185 relates to the settlement of accounts payable balances. 
Of the total debt settled, $1,410 has been allocated to the value of shares issued and $157 has been allocated to the value 
of the warrants. 
 
On September 3, 2024, the Company announced the completion and execution of a Heads of Agreement between Genexco 
and Lime Petroleum Holdings AS (“Lime”) for an option (“Option”) to farm in on Genexco’s 100% interest in Reudnitz gas 
exploration licence in Germany. Genexco will conduct and complete a work-over of well RZ2 in Reudnitz ("Work-Over") in 
2025 which includes installing a velocity string, acid job and well test. In parallel to the Work-Over, Genexco intends to apply 
for the production licence for the proven area within Reudnitz as established by the Work-Over and previous discoveries. 
Lime has the Option to assume an ownership share/working interest share in Reudnitz and the production licence of up to 
80% of the total ownership interest/working interest in Reudnitz and the production licence. In consideration for the Option: 
 

1. Lime paid to Genexco $747 (EUR €500), which is the estimated cost of the Work-Over, and 
2. If Lime exercises its Option after the Work-Over and the Production Licence is granted, Lime will carry all costs and 

expenses related to the pilot development of the reservoir in the Production Licence up to EUR €5,500 ($8,817) 
 
If Lime exercises its Option, Lime will become operator of the Reudnitz Production Licence. Lime is not obligated to assume 
Operatorship so if it declines to do so, Genexco will continue as operator. 
 
During the nine months ended September 30, 2025, the Company received an additional $625 (EUR €400) from Lime. 
Amounts received from Lime are initially recorded as a joint venture (“JV”) payable included within accounts payable and 
accrued liabilities. As expenditures related to the work-over are incurred and capitalized within E&E assets, the JV payable 
is reduced accordingly. 
 
On July 25, 2025, the Company finalized the sale of its Czech operations, comprising the companies holdings in Orionos 
Energy s.r.o (“Orionos”) and its subsidiary, Lomenská Těžební s.r.o. (“Lomenska”), together with all associated assets, 
licences, and inventory (the “Disposal Group”) (refer to ‘Dispositions and Discontinued Operations’ elsewhere in this MD&A 
for more details). 
 
On September 5, 2025, the Company closed the first tranche of a non-brokered private placement (the “Private Placement”) 
and issued 21,990,000 units at a price of $0.05 per unit for aggregate gross proceeds of $1,100. Each unit consists of one 
Class A common share and one Class A common share purchase warrant with each warrant entitling the holder thereof to 
acquire an additional common share at an exercise price of $0.06 until September 5, 2027. On September 11, 2025, the 
Company closed the second tranche of the Private Placement and issued 2,000,000 units for aggregate gross proceeds of 
$100. The warrants issued in connection with the second tranche of the Private Placement have the same terms as those 
issued in the first tranche except, they expire on September 11, 2027. The aggregate proceeds received of $1,200 in 
connection with the Private Placement have been fully allocated to the value of the shares issued, with no value attributed 
to the warrants. The Company incurred total issuance costs of $49 in relation to the Private Placement, which includes $19 
of finders’ fees and finders’ warrants with a value of $10. Total issuance costs incurred has been fully allocated to the value 
of the shares issued, with no value attributed to the warrants. The finders’ warrants have the same terms as the Class A 
common share purchase warrants included in the Units. 
 
Operations Update  
 
Austria 
 
Welchau #1 
 
MCF has satisfied its funding and earning obligations with respect to the Welchau investment area and, as a result, now 
holds a 25% working interest. MCF is therefore responsible for 25% of ongoing well-related costs associated with the area. 
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ADX, the operator, has advanced its geological work and identified a potential structure beneath the main thrust. To evaluate 
this concept, ADX has built and submitted to MCF a 2026 work program.  On November 14th the court ruling and the revised 
environmental permit for well testing operations at the exploration well Welchau 1 (WEL-001), submitted by the 
Administrative Court of Upper Austria, is now legally effective.  The Austrian courts have finally given the go ahead to finish 
the formation testing of the Welchau well. It is planned to recommence the Welchau-1 well test program in Q1 2026 to 
demonstrate hydrocarbon flow from the Reifling or Steinalm formations. 
       
Germany 
 
Lech - Investment in Associate (Energieprojekt Lech Kinsau 1 GmbH (“ELK”) – formerly Genexco Gas GmbH) 
 
MCF participated in a meeting with ELK in Germany, where additional funding was approved through the issuance of new 
ELK shares. During the six months ended September 30, 2025, MCF contributed $960 (EUR €600) to maintain its current 
equity position. Discussions were also held regarding a revised joint operating agreement structure, which management 
anticipates will be finalized prior to drilling and completion activities. 
 
Drilling operations commended on August 8, 2025. Initial operations included re-entering the original 13 3/8-inch surface 
casing from the Kinsau-1 discovery well, drilling out cement plugs, cleaning and inspecting the casing, and performing 
cement bond logs. The Kinsau-1A well was drilled to a total depth of 3310 meters Measured Depth (“MD”) and bottomed in 
the Jurassic Malm Reef Carbonate interval. The bottom hole of the new well is within 65 meters of the original Mobil gas 
discovery well. On September 10, 2025 the first target zone, the Lower Cretaceous/Jurassic Purbeck carbonate interval 
was penetrated. This is the zone that tested gas at high rates in Mobil’s original Kinsau-1(Kn-1) well in 1983. The Purbeck 
interval was found at a depth of 3181 meters MD (2,485.5m True Vertical Depth Subsea (“TVDSS)). Logs were run and 7-
inch casing installed and cemented. The rig was released safely and without any incidents on September 17, 2025.   
 
The testing of the well can be done with a workover rig. Current analyses form the basis for a test program which needs 
approval of the mining authority. Availability of suitable test units is limited, and testing should be completed in Q1 2026.  
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Figure 1 Kinsau 1A Drill Site 
 
Lech East – 100% Genexco 
 
The first drill site at Lech East has been selected and surface lease negotiations have been completed. Environmental 
studies are being reviewed with the relevant German mining authority, and well planning is expected to commence shortly 
in preparation for submission of the final drilling plan. The cost of this planning phase is estimated to exceed $163 (EUR 
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€100). The permitting and approval process is anticipated to take several months to up to one year. The chosen site provides 
access to multiple subsurface targets identified through seismic data, which may offer flexibility for future development. 
 
Erlenweise Concession 
 
The Erlenweise concession is covered by a 3D seismic survey which the company is negotiating to obtain. The Company 
has also reprocessed available 2D seismic data, which resulted in limited improvement in data quality. Farm-out negotiations 
remain ongoing. On September 12, 2025, Genexco received the extension notice from the Regierungspräsidium Darmstadt, 
the relevant Mining Authority of the Federal State of Hesse (MA) for the Company’s Erlenwiese licence.  The MA granted a 
one-year extension to September 13, 2026.  This extension allows the Company to finalize work on the licence area with 
reprocessing of critical 3D seismic and AI and Machine Learning analysis. 
 
Reudnitz – 100% Genexco 
 
Genexco GmbH, the wholly owned subsidiary of MCF Energy, holds a 100% interest in the Reudnitz exploration licence. 
The Company previously announced the option negotiated with Lime Petroleum pursuant to which Lime has the right to 
acquire an 80% participating interest in the Reudnitz licence following the testing and evaluation of the Reudnitz Z2a well.  
 
Z2A is a horizontal well is completed within the middle Permian Rotliegend sandstone reservoir which is productive 
throughout Germany. During Phase 1 testing in 2024, the initial flow test was completed with the well producing gas at a 
stable rate of over 1,000 m³/hr at over 4 bars of flowing pressure. This stable pressure increase was a significant 
improvement over the first tests completed right after the well was drilled. 
 
Following the Phase 1 production test, Genexco (in consultation with Lime) proposed an advanced Phase 2 testing program. 
At the beginning of the Phase 2 test the well head pressure was found to be 230 bars when the coil tubing entered the well. 
To stimulate production from the well it was attempted to place and squeeze some 20 m³ of 20% HCl to dissolve the calcium 
carbonate in the mud cake and some 14 m³ of BSD-40N scale dissolver to dissolve calcium sulfate scale in the near wellbore 
region. It was not possible to squeeze the entire volume of 20% HCl into the formation.  
 
Genexco has elected to pursue a longer pressure build up with bottom hole gauge recordings. These pressure readings 
should provide a better picture of the reservoir. Additional stimulation operations may be considered after pressures are 
determined. A pressure transient analysis or well-test interpretation will be done, and the results of the test should be 
considered preliminary until the analysis is complete. The test results are not necessarily indicative of long-term performance 
or of ultimate recovery. Genexco and Lime Petroleum are currently evaluating the test results. Lime Petroleum has the 
option to acquire an 80% working interest in Reudnitz. If Lime exercises its option, Lime will carry all costs and expenses 
related to the pilot development of the reservoir limited to an amount of EUR €5,500. Lime would also have the right to 
assume operatorship of the Reudnitz production licence. 
 
The Company received an extension of the Reudnitz exploration licence from the Landesamt fur Bergbau Geologie und 
Rohstoffe (LBGR) to December 31, 2027.  This will allow the company to continue testing operations and seek a partner to 
develop this known gas field and secure the Company’s interest in this project 
 
Czech Republic 
 
The sale of all of the Czech assets was completed in July 2025. Refer to ‘Dispositions and Discontinued Operations’ and 
elsewhere in this MD&A for further details. 
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Summary of Quarterly Results 
 

Q3 Q2 Q1 Q4

2025 2025 2025 2024

 $  $  $  $ 

Loss from continuing operations (1) (640)              (642)              (749)              (8,522)           

Income (loss) from discontinued operations (1) 2,715            (8,335)           (47)                (12)                

Income (loss) for the period 2,075            (8,977)           (796)              (8,534)           

Net loss per share

Continuing operations - basic and diluted (0.00)             (0.00)             (0.00)             (0.03)             

Discontinued operations - basic and diluted 0.01              (0.03)             (0.00)             (0.00)             

Net income (loss) per share - basic and diluted 0.01              (0.03)             (0.00)             (0.03)             

290,312,130  283,901,804  283,901,804  283,901,804  

Q3 Q2 Q1 Q4

2024 2024 2024 2023

 $  $  $  $ 

Loss from continuing operations (1) (1,245)           (937)              (1,310)           (1,703)           

Loss from discontinued operations (1) (109)              (28)                (19)                -                

Loss for the period (1,354)           (965)              (1,329)           (1,703)           

Net loss per share

Continuing operations - basic and diluted (0.00)             (0.00)             (0.00)             (0.01)             

Discontinued operations - basic and diluted (0.00)             (0.00)             (0.00)             -                

Net loss per share - basic and diluted (0.00)             (0.00)             (0.00)             (0.01)             

270,324,498  243,564,353  229,541,697  222,798,364  

Weighted average number of 
common shares outstanding

Weighted average number of 
common shares outstanding  
 

(1) The summary of quarterly results has been revised from previous periods presented to disclose the loss from continuing and discontinued 
operations separately for comparative purposes with the current period ended financials statements. Refer to the ‘Dispositions and Discontinued 
Operations’ section of this MD&A for further details. 
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In Q4 2023, the loss was lower due to no options granted in the quarter and no remeasurement of deferred consideration.  
In Q1 and Q2 2024, the loss was lower due to no stock-based compensation expense and a significant reduction in 
marketing and investor relations expenses during the quarters. In Q3 2024, the loss increased from the previous quarter 
mainly as a result of a $206 loss in remeasurement of deferred consideration. The loss for Q4 2024 increased from 
previously quarters as the result of $8,178 impairment loss recognized during the period. In Q1 2025, the Company’s loss 
for the quarter was smaller compared to previous quarters mainly as a result of decreased general and administration 
expenses. Losses from continuing operations was down from the previous quarters as a result of decreased consulting fees 
from the previous quarter. Losses from discontinued operations increased in Q2 2025 as the result of $8,289 impairment 
loss relating to the eventual sale of the Company’s Czech assets. In Q3 2025, a portion of the impairment loss on the 
Company’s Czech assets was reversed, which contributed to the net income from discontinued operations during the 
quarter. Refer to ‘Dispositions and Discontinued Operations’ section of this MD&A. Losses from continuing operations during 
Q3 2025 were down from the previous quarter as a result of decreased consulting fees. 
 
Dispositions and Discontinued Operations 
 
On July 25, 2025, the Company finalized the sale of its Czech operations, comprising the Company’s holdings in Orionos 
Energy s.r.o (“Orionos”) and its subsidiary, Lomenská Těžební s.r.o. (“Lomenska”), together with all associated assets, 
licences, and inventory (the “Disposal Group”). 
 
As consideration for the shares of Orionos and the corresponding assets and liabilities of the Disposal Group, the Company 
received a cash payment of $1,000, and a 10% gross overriding royalty ("GORR") on the portion of realized gas revenue 
using the Dutch Title Transfer Facility price in excess of US$13.50 per MMBtu, applicable to future production from newly 
drilled wells, or deepened existing wells, on the licences currently held by Orionos and Lomenska. The GORR is capped at 
US$4,000 ($5,568). The Company also has a put option for two years to sell the GORR to the purchaser for $750, while 
the purchaser has a call option for two years to terminate the GORR by payment to the Company of $1,500. Additionally, 
as part of the sale of the Czech Operations, the Company and the Manager terminated their previous agreement resulting 
in the extinguishment of the Company’s royalty obligation and performance milestone obligations of $1,893 and $178 
respectively.  
 
No value has been ascribed to the GORR or call option forming part of the consideration received. The put option provided 
to the Company was initially valued at $259 using a Black-Scholes option pricing model with the following inputs: volatility 
of 70%, risk-free interest rate of 2.59%, exercise price of $750, and a two-year term. 
 
The Company incurred $109 in costs to sell the Disposal Group and recorded an impairment loss of $6,239 on the Disposal 
Groups’ associated exploration and evaluation assets upon initial classification as an asset held for asset. The impairment 
loss has been included within the net loss on discontinued operations within the consolidated statement of loss and 
comprehensive loss. 
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The following summarizes the assets and liabilities of the Disposal Group that were derecognized upon completion of the 
sale during the nine months ended September 30, 2025: 
 
Consideration Amount

$
Cash, net of costs to sell 891        
Put option 259        
Extinguishment of performance milestone obligations 178        
Extinguishment of royalty obligations 1,893     

3,221     
Net assets of Disposal Group:
Cash 10          
Other current assets 50          
Restricted cash 33          
Exploration and evaluation assets 6,252     
Accounts payable and accrued liabilities (24)         
Income taxes payable (29)         
Decommissioning liability (589)       
Deferred tax liability (2,482)    
Net assets of Disposal Group 3,221      
 
As a result of the disposition of the Disposal Group, the Company ceased its operations in Czechia. Accordingly, the results 
of the Disposal Group have been presented as a single amount in discontinued operations in the consolidated statements 
of loss and comprehensive loss. 
 
The following is a breakdown of net loss from discontinued operations for the three months ended September 30, 2025 and 
2024: 
 
For the three months ended September 30, 2025 2024

$ $
Expenses

General and administration -                           80                         
Finance expense -                           29                         

-                           (109)                      

Other items
Impairment recovery (loss) 2,050                        -                        
Reclassification of cumulative translation adjustment 665                          -                        

2,715                        -                        

Net income (loss) before tax from discontinued operations 2,715                        (109)                      

Income Tax
Current income tax expense -                           -                        
Deferred income tax recovery -                           -                        

Net income (loss) from discontinued operations 2,715                        (109)                      

Other comprehensive income
21                            214                       

Comprehensive income from discontinued operations 2,736                        105                       
Foreign exchange translation on discontinued operations

 
 



MCF Energy Ltd. 
Management’s Discussion and Analysis of 
Financial Condition and Results of Operations 
Nine months ended – September 30, 2025 
 

P a g e  | 10 

The following is a breakdown of net loss from discontinued operations for the nine months ended September 30, 2025 
and 2024: 
 
For the nine months ended September 30, 2025 2024

$ $
Expenses

General and administration 40                   114                       
Finance expense 41                   42                         

(81)                  (156)                      

Other items
Impairment loss (6,239)              -                        
Foreign exchange loss (1)                    
Reclassification of cumulative translation adjustment 665                  -                        

(5,575)              -                        

Net loss before tax from discontinued operations (5,656)              (156)                      

Income Tax
Current income tax expense (28)                  -                        
Deferred income tax recovery 17                   -                        

Net loss from discontinued operations (5,667)              (156)                      

Other comprehensive income

450 339

Comprehensive income (loss) from discontinued operations (5,217)              183                       
Foreign exchange translation on discontinued operations

 
 
Overall Performance and Results of Operations 
 
Cash decreased by $1,419 during the nine months ended September 30, 2025, due to $321 spent in investing activities, 
$2,258 used in operating activities, and $30 relating to effects of variation in the exchange rates on cash.  
 
Three months ended September 30, 2025 and 2024 
 
Net income for the three months ended September 30, 2025, increased from the net loss for the three months ended 
September 30, 2024. The decrease in losses from the period is primarily due to: 

 
 An increase in net income from discontinued operations mainly as a result of a reversal of impairment loss of $2,050 

to reflect the updated total impairment upon classification of the Disposal Group as held for sale of $6,239 prior to 
the completion of the disposition of the Czech operations. (see ‘Dispositions and Discontinued Operations’ section 
within this MD&A). 

 A decrease of $375 in consulting fees mainly as a result of the Company reducing the number of consultants used 
within its German operations during the three months ended September 30, 2025 compared to the three months 
ended September 30, 2024. 

 A decrease of $114 recognized for the loss on remeasurement of deferred consideration compared to the three 
months ended September 30, 2024. 
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The decreased loss for the three months ended September 30, 2025 compared to the three months ended September 30, 
2024 was partially offset by: 
 

 An increase of $102 in losses on the remeasurement of derivative assets relating to the put option the Company 
received in July 2025 as more fully described within the Dispositions and Discontinued Operations’ section within 
this MD&A 

 
Six months ended September 30, 2025 and 2024 
 
Loss for the nine months ended September 30, 2025, increased by $4,050 from the nine months ended September 30, 
2024. The increase in losses from the period is primarily due to: 
 

 An increase in net loss from discontinued operations mainly as a result of an impairment loss of $6,239 recognized 
upon classifying the Disposal Group as held for sale (see ‘Dispositions and Discontinued Operations’ section within 
this MD&A). 

 An increase of $48 in exploration and evaluation expenses. During the six months ended September 30, 2025, the 
Company incurred $48 in exploration and evaluation expenses, which were offset against the cash call receivable 
arising from prior years’ cash calls on the Welchau-1 well.  

 An increase of $102 on the loss from remeasurement of derivative assets relating to the put option the Company 
received in July 2025 as more fully described within the ‘Dispositions and Discontinued Operations’ section within 
this MD&A 
 

The increased loss for the nine months ended September 30, 2025 compared to the nine months ended September 30, 
2024 was partially offset by: 
 

 A decrease of $629 in consulting fees mainly as a result of the Company reducing the number of consultants used 
within its German operations during the nine months ended September 30, 2025 compared to the nine months 
ended September 30, 2024. 

 A decrease in professional fees of $336 compared to the previous period. This decrease is the result of decreased 
professional services required as the prior period more services were needed to assist with and coordinate the 
acquisition and integration of MCF Energy Czechia Ltd. (formerly 1460292 B.C. Ltd.) 

 A decrease $331 in marketing and investor relations. The Company engaged various service providers to provide 
investor relations services in the prior period. Contracts relating to these services have since been terminated prior 
to the start of the current period ended September 30, 2025. 

 A decrease of $96 in administrative success fees. A success fee of $96 was paid through the issuance of 350,000 
common shares of the Company as an advisory success fee for the acquisition of MCF Energy Czechia Ltd. 
(formerly 1460292 B.C. Ltd.). This amount is recorded as part of general and administrative expenses in the 
statement of loss and comprehensive loss in the prior period. 

 A decrease of $90 in the loss on remeasurement of deferred consideration compared to the nine months ended 
September 30, 2024. 
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Use of Proceeds – Financings 
 
The Company has completed the financings set out below since January 1, 2024 with the variances between projected use 
of proceeds and actual use of proceeds outlined below: 
 

Date Financing
Equity Instrument 

Issued
Funding 
(Gross)

Funding 
(Net)

Use of Proceeds Variance

July 31, 2024
Non-brokered 
private 
placement

29,848,686 Class A 
common shares 
&
29,848,686 Class A 
common share 
purchase warrants

4,477$       4,287$      

The net proceeds were 
used for working capital 
and general corporate 
purposes

None

September 5, 
2025 & 
September 
11, 2025

Non-brokered 
private 
placement

23,990,000 Class A 
common shares
& 
23,990,000 Class A 
common share 
purchase warrants

1,200$       1,151$      

To date, the net 
proceeds have been 
used for working capital 
and general corporate 
purposes

None

 
 

 
Liquidity and Capital Resources 
 
As at September 30, 2025, the Company had a working capital deficit of $2,093 and cash of $351 to settle current accounts 
payable and accrued liabilities of $1,356. The Company recorded a net loss of $7,698 and used cash in operating activities 
of $2,258 during the nine months ended September 30, 2025. As at September 30, 2025, the Company had total 
shareholders’ equity of $19,769. In addition, the Company has commitments, as outlined within the ‘Contingencies and 
Commitments’ section of this MD&A and has yet to establish any revenue generating operations. 
 
For the nine months ended September 30, 2025, investing activities consumed cash of $321 related to funds spent on 
exploration and evaluation assets, funds received for the Lime farmout option, payments made for deferred consideration, 
funds received for the sale of the Czech operations, and contributions made to investment in associates. In the prior period 
of September 30, 2024, investing activities consisted of using cash to acquire MCF Energy Czechia Ltd. (formerly 1460292 
B.C. Ltd.), payments relating to deferred consideration, funds received for the Lime farmout option, and expenditures on 
exploration and evaluation assets. 
 
The Company closed the Private Placement during the nine months ended September 30, 2025, resulting in $1,160 being 
received, net of issuance costs. In the prior period September 30, 2024, the Company completed the 2024 Private 
Placement, resulting in proceeds net of issuance costs of $4,287 being received. 
 
The Company anticipates working capital requirements of approximately $155 per month to cover ongoing expenditures on 
a go-forward basis before considering any one-time costs or capital expenditures. 
 
The continued operations of the Company and its ability to fund contractually agreed to exploration and/or development 
activities, are dependent on its currently available cash and cash equivalent resources and ability to generate future cash 
flows from operations, through successful exploration and/or development activities, or obtain additional financing. 
Additional financing to meet the Company’s liabilities and commitments as they become due in the Company’s pursuit of 
revenue generating operations will be required. There is a risk that capital spending on exploration activities may not be 
successful, and that additional financing anticipated by the Company will not be available in a timely manner or on terms 
acceptable to the Company. These conditions indicate the existence of a material uncertainty that may cast significant doubt 
on the Company’s ability to continue as a going concern. 
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Should the Company be unable to realize on its assets and discharge its liabilities in the normal course of business, the net 
realizable value of its assets may be materially less than the amounts recorded on the statement of financial position. The 
financial statements do not include adjustments to amounts and classifications of assets and liabilities that might be 
necessary should the Company be unable to continue operations. These adjustments could be material. 
 
The Company’s policy is to maintain a strong capital base to continue investor, creditor, and market confidence and to 
sustain the future development of the business. The Company’s objectives when managing capital are to: 

 
i) Deploy risked capital to maximize the potential return on investment to its shareholders;  
ii) Maintain financial flexibility in order to preserve the Company’s ability to meet financial obligations; and 
iii) Maintain a capital structure that provides financial flexibility to execute potential strategic acquisitions.  

 
The Company’s strategy is designed to maintain a flexible capital structure consistent with the objectives as stated above 
and to respond to changes in economic conditions and the risk characteristics of the underlying petroleum and natural gas 
prospects. MCF considers its capital structure to include shareholders’ equity, stock options, and working capital. In order 
to maintain or adjust its capital structure, the Company may from time-to-time issue new common shares, acquire or dispose 
of assets, farm-out a portion of its working interest in one or more asset, seek debt-based financing, and adjust its capital 
spending to manage working capital, remedy working capital deficiencies, and meet contractual obligations and 
commitments. 
 
In order to facilitate the management of its capital expenditures and working capital, the Company prepares annual budgets 
which are updated quarterly depending upon varying factors including current and forecast crude oil and natural gas prices, 
capital expenditures and general industry conditions. The annual and updated budgets are approved by the Board of 
Directors. 
 
Contractual Obligations and Commitments  
 
MCF has contractual obligations in the normal course of operations including joint operating agreements and employee 
agreements. These obligations are of a recurring, consistent nature and impact MCF’s operations in an ongoing manner. 
These commitments include the following as disclosed in Note 15 of the Consolidated Financial Statements. 
 

(a) The Company is obligated to fund its decommissioning liabilities associated with the Reudnitz prospect. Genexco, 
its wholly owned subsidiary, has a total of $1,878 (EUR €1,150) on account with the local mining authority.  
 

(b) In addition to joint interest costs, the Company is obligated to fund up to 50% of cost overruns, relating to its joint 
interest operation, under the terms of its joint development agreement for the Welchau prospect. 

 
Outstanding Share Data 
 
The Company has authorized an unlimited number of voting Class A and B common shares without par value.  
 
As at the date of this MD&A, there were 307,891,804 Class A common shares outstanding, 14,200,000 stock options, and 
65,334,246 warrants outstanding. 
 
Off Balance Sheet Arrangements  
 
MCF does not have any off-balance sheet arrangements that would result in a material change to its financial position or 
performance during the reporting periods. 
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Related Party Transactions 
 

(a) Key management consists of personnel having the authority and responsibility for planning, directing and controlling 
the activities of the Company, which are the directors and executive officers of the Company. The table below 
outlines the compensation to key management for the nine months ended September 30, 2025 and 2024: 

 
Nine months ended 

September 30, 2025
Nine months ended 

September 30, 2024
$ $

Consulting fees 360                            493                               
Director fees 69                              69                                

429                            562                                
 

(b) As at September 30, 2025, there is $549 (December 31, 2024 - $143) included in accounts payable and accrued 
liabilities owing to key management. 

 
(c) Certain key management personnel hold a 1.0% royalty on some of the Company’s projects. No amounts have 

been paid or are owed in relation to this royalty as at and during the nine months ending September 30, 2025 and 
2024. 

 
(d) As outlined within the Overview section of this MD&A, the Company completed the 2024 Private Placement during 

the year ended December 31, 2024. Certain directors of the Company participated in the 2024 Private Placement 
by providing $300 in proceeds to the Company and were thus issued 2,002,000 common shares and 2,002,000 
common share purchase warrants. 

 
Risks and Uncertainties 
 
MCF monitors and complies with current government regulations that affect its activities, although operations may be 
adversely affected by changes in government policy, regulations or taxation. In addition, MCF maintains a level of liability 
insurance, which is believed to be adequate for the Company’s size and activities but is unable to obtain insurance to cover 
all risks within the business or in amounts to cover all possible claims. The Company is subject to various risks and 
uncertainties, including, but not limited to, those listed below.  
 
Going-Concern Risk 
 
The Company’s financial statements have been prepared on a going concern basis under which the Company is considered 
to be able to realize its assets and satisfy its liabilities in the ordinary course of business. While Management believes MCF 
currently has sufficient cash to fund its exploration and development activities, and anticipated general and administrative 
expenses, MCF's future operations may become dependent upon the successful completion of equity or debt financing and 
the achievement of profitable operations. There can be no assurances that the Company will be successful in completing 
additional equity or debt financing or in achieving profitability, or that such additional equity or debt financing will be 
completed on terms satisfactory to the Company. The Company currently has no material sources of revenue and there 
can be no assurance as to the Company’s ability to maintain or obtain sufficient financing sources for operations or to meet 
future obligations. 
 
Inflation Risk 
 
A failure to secure the services and equipment necessary for the Company’s future operations for the expected price, on 
the expected timeline, or at all, may have an adverse effect on the Company’s financial performance and future cash flows. 
The Company’s operating and capital costs could escalate and become uncompetitive due to supply chain disruptions, 
inflationary cost pressures, equipment limitations, escalating supply costs, commodity prices, and additional government 
intervention through stimulus spending or additional regulations. The Company’s inability to manage costs may impact 
project returns and future development decisions, which could have a material adverse effect on its financial performance 



MCF Energy Ltd. 
Management’s Discussion and Analysis of 
Financial Condition and Results of Operations 
Nine months ended – September 30, 2025 
 

P a g e  | 15 

and cash flows. In addition, with rising inflation levels combined with global cost of living expenses, the Company may be 
faced with the challenge of how to attract and retain employees and consultants. 
 
Financing Ability 
 
The Company’s ability to continue development and acquisition efforts will require investments from equity investors. The 
Company may incur operating losses as it pursues new business opportunities. There is no guarantee that the Company 
will be successful in completing an economically viable transaction which would attract further funding.  
 
Key Personnel of the Company 
 
The Company’s future growth and its ability to develop its projects depend, to a significant extent, on its ability to attract and 
retain highly qualified personnel. The Company is highly dependent on the principal members of its senior management 
group and the loss of their services could impede the Company’s business strategy and growth. 
 
Cybersecurity 
 
The Company has become increasingly dependent upon the availability, capacity, reliability and security of its information 
technology (IT) infrastructure, and its ability to expand and continually update this infrastructure, to conduct daily operations. 
It depends on various IT systems to estimate resources quantities, process and record financial and operating data, analyze 
seismic and past drilling information, and communicate with employees and third- party partners. The Company’s IT systems 
are increasingly integrated in terms of geography, number of systems, and key resources supporting the delivery of IT 
systems. The performance of key suppliers is critical to ensure appropriate delivery of key services. Any failure to manage, 
expand and update the IT infrastructure, any failure in the extension or operation of this infrastructure, or any failure by key 
resources or service providers in the performance of their services could materially and adversely affect the Company’s 
business. financial condition and results of operations. The ability of the IT function to support the Company’s business in 
the event of a disaster such as fire, flood or loss of any of the office locations and the ability to recover key systems from 
unexpected interruptions cannot be fully tested. There is a risk that, if such an event occurs, the Company’s continuity plan 
may not be adequate to immediately address all repercussions of the disaster. In the event of a disaster affecting a data 
center or key office location, key systems may be unavailable for several days, leading to inability to perform some business 
processes in a timely manner. 
 
Conflicts of Interest  
 
Certain of the Company’s directors and officers serve or may agree to serve as directors or officers of other companies or 
may have significant shareholdings in other companies and, to the extent that such other companies may participate in 
ventures in which the Company may participate, the directors of the Company may have a conflict of interest in negotiating 
and concluding terms respecting the extent of such participation. In the event that such a conflict of interest arises at a 
meeting of the Company’s directors, a director who has such a conflict will declare their conflict and will abstain from voting 
for or against the approval of such participation or such terms. 
 
The Russia/Ukraine Crisis 
 
The Company’s operations could be adversely affected by the effects of the escalating Russia/Ukraine crisis and the effects 
of sanctions imposed against Russia or that country’s retributions against those sanctions, embargos or further-reaching 
impacts upon energy prices, food prices and market disruptions. The Company cannot accurately predict the impact the 
crisis will have on its operations and the ability of contractors to meet their obligations with the Company, including 
uncertainties relating to the severity of its effects, the duration of the conflict, and the length and magnitude of energy bans, 
embargos and restrictions imposed by governments. In addition, the crisis could adversely affect the economies and 
financial markets of Canada and in general, resulting in an economic downturn that could further affect the Company’s 
operations and ability to finance its operations. Additionally, the Company cannot predict changes in commodities pricing 
which may alternately affect the Company either positively or negatively. 
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International Operations 
 
MCF Energy participates in oil and gas projects located in foreign markets. Oil and gas exploration, development and 
production activities in these markets are subject to political, economic, and other uncertainties that may adversely affect 
MCF’s operations. The Company could be adversely affected by changes in applicable laws and policies in the countries 
where MCF has interests. Additional uncertainties include, but are not limited to, the risk of war, terrorism, expropriation, 
civil unrest, nationalization, renegotiation or nullification of existing or future licenses and contracts, the imposition of 
international sanctions, a change in crude oil or natural gas pricing policies, changes to regulations on certain technology 
applications, changes to taxation laws and policies, assessments and audits (including income tax) against the Company 
by regulatory authorities, difficulty or delays in obtaining necessary regulatory approvals, risks associated with potential 
future legal proceedings, and the imposition of currency controls. These uncertainties, all of which are beyond MCF’s control, 
could have a material adverse effect on MCF’s business, prospects and results of operations. In addition, if legal disputes 
arise related to oil and gas licences acquired by MCF, the Company could be subject to the jurisdiction of courts other than 
those of Canada. The Company’s recourse may be very limited in the event of a breach by a government or government 
authority of an agreement governing a licence in which MCF acquires an interest. MCF may require licences or permits 
from various governmental authorities to carry out future exploration, development and production activities. There can be 
no assurance that the Company will be able to obtain all necessary licences and permits when required. 
 
Different Legal System and Litigation 
  
MCF’s oil and gas production and exploration activities are in countries with legal systems that in various degrees differ 
from that of Canada. Rules, regulations and legal principles may differ in respect of matters of substantive law and of such 
matters as court procedure and enforcement. Almost all exploration rights and related contracts of MCF are subject to the 
national or local laws and jurisdiction of the respective countries in which the operations are carried out. This means that 
the Company’s ability to exercise or enforce its rights and obligations may differ between different countries and also from 
what would have been the case if such rights and obligations were subject to Canadian law and jurisdiction. MCF’s 
operations are, to a large extent, subject to various complex laws and regulations as well as detailed provisions in licenses 
and agreements that often involve several parties. If the Company was to become involved in legal disputes in order to 
defend or enforce any of its rights or obligations under such concessions, licenses, and agreements or otherwise, such 
disputes or related litigation could be costly, time-consuming and the outcome would be highly uncertain. Even if the 
Company ultimately prevailed, such disputes and litigation may still have a substantial negative effect on MCF’s business, 
assets, financial conditions, and its operations. 
 
Anti-Bribery and Anti-Corruption Laws  
 
The Company is subject to anti-bribery and anti-corruption laws, including the Corruption of Foreign Public Officials Act 
(Canada), and the Bribery Act 2010 (United Kingdom). Failure to comply with such laws could subject the Company to, 
among other things, reputational damage, civil or criminal penalties, other remedial measures and legal expenses which 
could adversely affect the Company’s business, operational results, and financial condition. Weaknesses in the anti-
corruption legal and judicial system of certain countries may undermine the Company’s or a host government’s capacity to 
effectively detect, prevent and sanction corruption. To mitigate this risk, the Company has implemented an anti-corruption 
compliance and onboarding program for anyone that does business with the Company, an anti-corruption policy and 
associated training initiatives for its personnel and consultants. However, the Company cannot guarantee that its personnel, 
contractors, or business partners have not in the past or will not in the future engage in conduct undetected by the processes 
and procedures adopted by the Company, and it is possible that the Company, its personnel or contractors, could be subject 
to investigations or charges related to bribery or corruption as a result of actions of its personnel or contractors.   
 
Shared Ownership and Dependency on Partners 
 
The Company’s operations are primarily conducted together with one or more joint operating partners through contractual 
arrangements. In such instances, the Company may be dependent on, or affected by, the due performance and financial 
strength of its partners. If a partner fails to perform or becomes insolvent, the Company may, among other things, risk losing 
rights or revenues or incur additional obligations or costs, experience delays, or be required to perform such obligations in 
place of its partners. The Company and its partners may also, from time to time, have different opinions on how to conduct 
certain operations or on what their respective rights and obligations are under a certain agreement. If a dispute were to 
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arise with one or more partners relating to a project, such dispute may have material adverse effect on the Company’s or 
investee company’s operations relating to such project. 
 
Risks Relating to Concessions, Licences and Contracts 
 
MCF’s joint-interest operations are based on a relatively limited number of agreements, licences and contracts. The rights 
and obligations under such agreements, licences and contracts may be subject to interpretation and could also be affected 
by, among other things, matters outside the control of MCF Energy. In case of a dispute, it cannot be certain that the view 
of the Company will prevail or that the Company otherwise could effectively enforce its rights which, in turn, could have 
significantly negative effects on MCF Energy. Also, if the Company or any of its partners were found to have failed to comply 
with their obligations or liabilities under an agreement, licence or contract, including record-keeping, budgeting, and time 
scheduling requirements under production sharing contracts, the Company’s or partner’s rights under such agreement, 
licence or contract may be terminated or otherwise relinquished in whole or in part. The Company cannot guarantee that 
requirements are adequately met by its joint interest partners, which could bring an increased risk of impairment and reduced 
future cash flow. 
 
Resource Volumes 
 
There are many uncertainties inherent in estimating quantities of oil and natural gas resources (contingent and prospective) 
and the future cash flows attributed to such resources. The actual production, revenues, taxes and development and 
operating expenditures with respect to the resources associated with the Company’s assets will vary from estimates thereof 
and such variations could be material. Estimates of resources that may be developed and produced in the future are often 
based upon volumetric calculations and upon analogy to similar types of resources rather than actual production history. 
There is uncertainty that it will be commercially viable to produce any portion of the contingent resources. Actual future net 
cash flows will be affected by other factors, such as actual production levels, supply and demand for oil and natural gas, 
curtailments or increases in consumption by oil and natural gas purchasers, changes in government regulation or taxation 
and the impact of inflation on costs. 
 
Test Results and Initial Production Rates  
 
Any references in the Executive Chairman’s Message to initial, early and/or test production/performance rates are useful in 
confirming the presence of hydrocarbons, however, such rates are not determinative of the rates at which such wells will 
continue production and decline thereafter. While encouraging, readers are cautioned not to place reliance on such rates 
in calculating aggregate production. The initial production rate may be estimated based on other third-party estimates or 
limited data available at this time. Initial production or test rates are not necessarily indicative of long-term performance of 
the relevant well or fields or of ultimate recovery of hydrocarbons. 
 
Risks Associated with Hydrocarbon Estimates  
 
Basic reservoir parameters, such as porosity, net hydrocarbon pay thickness, fluid composition and water saturation, may 
vary from those assumed by the Company’s independent third-party resource evaluator affecting the volume of hydrocarbon 
estimated to be present. Other factors such as the reservoir pressure, density and viscosity of the oil and solution gas/oil 
ratio will affect the volume of oil that can be recovered. Additional reservoir parameters such as permeability, the presence 
or absence of water drive and the specific mineralogy of the reservoir rock may affect the efficiency of the recovery process. 
Recovery of the resources may also be affected by well performance, reliability of production and process facilities, the 
availability and quality of source water for enhanced recovery processes and availability of fuel gas. There is no certainty 
that certain interests are not affected by ownership considerations that have not yet come to light. 
 
Decommissioning 
 
The Company is responsible for compliance with all applicable laws, regulations and contractual requirements regarding 
the decommissioning, abandonment and reclamation of the Company’s jointly owned assets at the end of their economic 
life, the costs of which may be substantial. It is not possible to predict these costs with certainty since they will be a function 
of requirements at the time of decommissioning, abandonment and reclamation and the actual costs may exceed current 
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estimates. Laws, regulations and contractual requirements about abandonment and decommissioning may be implemented 
or amended in the future. 
 
Future Acquisitions or Dispositions 
 
Acquisitions, dispositions and other strategic transactions involve a number of risks, including potential disruption of the 
Company’s ongoing business; distraction of management; financial leveraging of the Company; the failure to realize the 
anticipated benefits and cost savings of those transactions, or loss or reduction of control over certain of the Company’s 
assets or the Company generally. The presence of one or more material liabilities of an acquired company that is unknown 
to the Company at the time of acquisition could have a material adverse effect on the results of operations, business 
prospects and financial condition of the Company. A strategic transaction may result in a significant change in the nature of 
the Company’s business, operations and strategy. In addition, the Company may encounter unforeseen obstacles or costs 
in implementing a strategic transaction or integrating any acquired business into the Company’s operations. 
 
Selling Off of Shares 
 
The market price for the Company’s common shares may be volatile, and subject to some fluctuations. To the extent that 
any issued and outstanding common shares of the Company are sold into the market, there may be an oversupply of 
common shares and an undersupply of purchasers. If this occurs the market price for the common shares of the Company 
may decline significantly and investors may be unable to sell their common shares at a profit, or at all. 
 
Investment in Associates  
 
MCF Energy has invested in other frontier oil and gas exploration companies that are similar to MCF Energy, and that face 
similar risks and uncertainties faced by MCF Energy, which could have a material adverse effect on their businesses, 
prospects and results of operations. Such risks include, without limitation, equity risk, liquidity risk, commodity price risk, 
currency risk, foreign investment risk, and changes in environmental regulations, economic, political or market conditions, 
or the regulatory environment in the countries in which they operate. The associates are entities in which the Company has 
influence but has no control over their financial and operational policies. The Company’s investments are not diversified 
over different types of investments and industries, rather, they are concentrated in one type of investment. If a company in 
which MCF Energy has invested fails, liquidates, or becomes bankrupt, MCF Energy could face the potential risk of loss of 
some, or all, of its investments, and the Company may be unable to recover its initial investment amount, or any amount, 
from its various investments in other frontier oil and gas exploration companies. 
 
Material Accounting Policies and Estimates 
 
The preparation of the Consolidated Financial Statements in conformity with IFRS Accounting Standards requires the use 
of judgments and/or estimates that affect the amounts reported and disclosed in the Consolidated Financial Statements and 
related notes. These judgments and estimates are based on management’s best knowledge of the relevant facts and 
circumstances, having regard to previous experience, but actual results may differ materially from the amounts included in 
the Consolidated Financial Statements. 
 
The same accounting policies and methods of computation were followed in the preparation of the Consolidated Financial 
Statements as were followed in the preparation of and as described in Note 3 of the Company’s audited consolidated 
financial statements for the year ended December 31, 2024 except for new accounting policies adopted as outlined in Note 
2(e) of the Consolidated Financial Statements. The significant areas of judgment and estimates considered by management 
in preparing the Consolidated Financial Statements are consistent with those disclosed in Note 2(e) of the Company’s 
audited consolidated financial statements for the year ended December 31, 2024 except for new areas of significant 
judgment and estimates as outlined in Note 2(f) of the Consolidated Financial Statements. 
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Financial Instruments 
 
Financial Risk Management 
 
Cash and cash equivalents, restricted cash, sales tax recoverable, cash call receivable, accounts payable and accrued 
liabilities are held at amortized cost which approximates fair value due to the short-term nature of these instruments. 
Derivative assets and deferred consideration are held at fair value. 
 
The Company classifies its fair value measurements in accordance with the three-level fair value hierarchy as follows:  
 
Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities;  
 
Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly (i.e. as prices) or indirectly 
(i.e. derived from prices); and 
 
Level 3 – Inputs that are not based on observable market data. 
 
Financial Instrument Risk Exposure 
 
The Company is exposed in varying degrees to a variety of financial instrument related risks. The board approves and 
monitors the risk management processes. 
 
Credit Risk  

 
Credit risk arises from the potential for non-performance by counterparties of contractual financial obligations. The Company 
is exposed to credit risk on cash. The Company reduces its credit risk on cash by maintaining its bank account with a large 
international financial institution and temporarily holds cash in the Company lawyer’s trust account. The maximum exposure 
to credit risk is equal to the carrying value of its cash and cash equivalents and sales tax recoverable. 
 
Liquidity Risk 

 
As at September 30, 2025, the Company had cash of $351 to settle current accounts payable and accrued liabilities of 
$1,356 and had working capital deficit of $2,093. The Company manages liquidity risk through the management of its capital 
structure. The Company monitors and reviews current and future cash requirements and matches the maturity profile of 
financial assets and liabilities.  
 
Currency Risk 

 
Currency risk is the risk that financial instruments that are denominated in a currency other than the Canadian dollar, which 
is the Company’s reporting currency, will fluctuate due to changes in exchange rates. The Company has future funding 
commitments in Euro currency. Management monitors foreign exchange exposure, and if appropriate, will look at entering 
into derivative contracts.   
 
Market Risk 

 
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, commodity prices, and 
equity prices.   

 
I. Interest Rate Risk 

 
Interest rate risk consists of two components: 

 
(a) To the extent that payments made or received on the Company’s monetary assets and liabilities are 

affected by changes in the prevailing market interest rates, the Company is exposed to interest rate 
cash flow risk. 
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(b) To the extent that changes in prevailing market rates differ from the interest rate in the Company’s 
monetary assets and liabilities, the Company is exposed to interest rate price risk. 

 
Due to the short-term nature of the Company’s financial instruments, fluctuations in market rates do not have 
a significant impact on estimated fair values as of September 30, 2025. Future cash flows from interest income 
on cash will be affected by interest rate fluctuations. The Company manages interest rate risk by maintaining 
an investment policy that focuses primarily on the preservation of capital, and liquidity Interest rate risk is 
assessed as low.  
 

II. Equity Price Risk 
 

Equity price risk is defined as the potential adverse impact on the Company’s earnings due to movements in 
individual equity prices or general movements in the level of the stock market. The Company closely monitors  
individual equity movements, and the stock market to determine the appropriate course of action to be taken 
by the Company. The Company is not exposed to price risk. 

 
Additional Disclosure  
 
Additional disclosure concerning the Company’s general and administrative expenses from continuing operations is 
provided below: 
 

Nine months ended 
September 30, 2025

Nine months ended 
September 30, 2024

$ $

Consulting fees 1,237                              1,866                             

Professional fees 217                                 553                                

Office and administration 105                                 157                                

Director fees 69                                   69                                  

Regulatory and filing fees 55                                   96                                  

Travel 33                                   34                                  

Marketing and investor relations -                                  331                                

Administrative success fee -                                  96                                  

1,716                              3,202                              
 

Management’s Report on Internal Control over Financial Reporting 
 
In connection with National Instrument (“NI”) 52-109 (Certification of Disclosure in Issuer’s Annual and Interim Filings) 
adopted in December 2008 by each of the securities commissions across Canada, the Chief Executive Officer and Chief 
Financial Officer of the Company will file a Venture Issuer Basic Certificate with respect to the financial information contained 
in the unaudited condensed interim financial statements and the audited annual financial statements and respective 
accompanying Management’s Discussion and Analysis. 
 
The Venture Issuer Basic Certification does not include representations relating to the establishment and maintenance of 
disclosure controls and procedures and internal control over financial reporting, as defined in NI 52-109. 
 
Outlook 
 
Energy security and independence has become a material focus for much of Europe as a result of the changing geopolitical 
landscape, as evidenced in the Russia-Ukraine conflict.  Countries like Austria and Germany, among others, are having to 
re-evaluate their energy needs, consumption, and sourcing. 
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Based on current government policies and market trends, it is management’s view that petroleum and natural gas demand 
will continue to grow within Europe, from sources that are regionally produced.  While commodity price volatility is expected, 
an underlying focus on energy security will continue to drive strong demand for locally produced energy. 
 
Management believes that the most impactful catalysts for the Company in 2025 are appraisal drilling results, follow-on 
exploration, and accretive acquisitions focused on developing long-term European energy security and independence. 
 
With the sale of the Czech assets, the Company has focussed its efforts and investment activities in its projects in Germany, 
including in the Lech area. 
 
Barrels of Oil Equivalent  
 
The term barrels of oil equivalent (“boe”) may be misleading, particularly if used in isolation. Amounts have been calculated 
by using the conversion ratio of six thousand cubic feet (6 mcf) of natural gas to one barrel (1 “bbl”) of crude oil. The boe 
conversion ratio of 6 Mcf to 1 bbl is based on an energy equivalency conversion method primarily applicable at the burner 
tip and does not represent value equivalency at the wellhead. Given that the value ratio based on the current price of crude 
oil as compared to natural gas is significantly different from the energy equivalent of 6:1, utilizing a conversion on a 6:1 
basis may be misleading as an indication of value. 
 
Related Definitions: 
 

 Mcf refers to thousand cubic feet. 
 

 MMcf refers to million cubic feet. 
 

 Bcf refers to billion cubic feet. 
 

 Bcfe refers to billion of cubic feet equivalent. 
 

 MMBtu refers to million of British thermal units. 
 

 MMbo refers to million of barrels of oil. 
 

 MMboe refers to million of barrels of oil equivalent. 
 

 MMcf/d refers to million of cubic feet per day.  
 
Additional Information  
 
Additional information relating to the Company is available on SEDAR+ at www.sedarplus.ca. 


