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Management’s Discussion and Analysis 

The following Management's Discussion and Analysis (“MD&A”) as provided by the management 
of Forbes Resources Brazil Holding S.A. should be read in conjunction with its unaudited interim 
financial statements for the quarter ended June 30, 2026. All currency amounts are referenced in 
thousands of Brazilian Reais unless otherwise stated. 

 

Forward-Looking Information 

This MD&A contains forward-looking information within the meaning of applicable securities laws, 
including statements regarding the Company’s cost-reduction and operational optimization plan, 
expected production and sales volumes, liquidity and capital resources, the Brent-linked interest 
mechanism on the Bonds, and the Company’s ability to meet its obligations. Forward-looking 
information reflects management’s current expectations and is based on assumptions that are 
subject to risks and uncertainties, including those described under “Business Risks and 
Uncertainties.” Actual results may differ materially from those expressed or implied. Except as 
required by applicable law, the Company undertakes no obligation to update forward-looking 
information. 
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Description of the Company 

Forbes Resources Brasil Holding S.A. (the “Company” or “Forbes Brazil”), is a privately held 
corporation. On September 26, 2025 Questerre Energy Corporation (“Questerre” or “QEC”), 
through its wholly owned subsidiary 2744026 Alberta Ltd. (“Alberta Ltd.”), acquired 100% of the 
Company from the Forbes & Manhattan group (previously held through Forbes & Manhattan 
Resources Inc.). Questerre is an energy technology and innovation company engaged in the 
acquisition, exploration and development of non-conventional oil and gas projects, including tight 
oil, oil shale, shale oil and shale gas. 

The Company holds control of Paraná Xisto S.A. (“PX Energy”), a privately held corporation located 
in São Mateus do Sul, Paraná, whose corporate purpose includes: (i) mining, refining, processing, 
marketing, distribution, import, export, transportation, and storage of oil from wells, shale, or other 
rocks, its derivatives, related products, and biofuels; (ii) production, distribution, and 
commercialization of utilities such as steam, water, compressed air, and industrial gases; and (iii) 
the performance of any other activities related or connected to the company’s corporate purpose, 
including the provision of services. 

Through PX Energy, the Company operates an integrated oil shale mining and processing facility 
with an installed capacity of 6,000 BOE1 per day. The Company's main products include Fuel Oil, 
Naphtha, Natural Gas and LPG2. PX Energy also produces Sulfur and Shale Water, which are 
primarily sold to the fertilizers sector. 

PX Energy was incorporated on January 5, 2021 (“Incorporation Date”). On October 1, 2022, the 
assets of PX Energy were spun out of Petrobras and transferred to PX Energy (“Asset Transfer 
Date”), remaining a wholly owned subsidiary of Petróleo Brasileiro S.A. (“Petrobras”) until 
November 4, 2022 (“Closing Date of Sale”), when it was acquired by Forbes Brazil. Between the 
Incorporation Date and the Asset Transfer Date, there were no significant operational activities or 
transactions. 

The Company’s consolidated group also includes PX Energy Canada Inc. (“PX Canada”), 
incorporated on July 24, 2024, as a wholly owned subsidiary of PX Energy and an indirect subsidiary 
of the Company. 

 

  

 
1 See “Definitions” section 
2 See “Definitions” section 
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Highlights for the Consolidated Financials for the Quarter Ended June, 30, 2026 

 

 Production averaged 4,139 BOE per calendar days of Oil Products and 41 tonnes per day 
of Sulfur; Processing of shale ore averaged 214 tonnes per hour and a total of 32,6k tonnes 
of oil sludge was processed. An additional 405 BOE per day was invoiced as deferred 
revenue related to minimum sales contracts 
 

 OCB1 benchmark averaged a 22% premium to Brent resulting in a realized premium to 
Brent for Fuel Oil Sales of 9%. 
 

 Sales volume increased 7% QoQ with an additional 5,582 tonnes invoiced as deferred sales 
during period; Totaling 38,753 tonnes of oil products (consisting of: Fuel Oil – 25,786 
tonnes; Naphtha – 7,486 tonnes; Gas – 2,519 tonnes – 3,148,750 m3; and LPG – 2,961 
tonnes) and 3,244 tonnes of Sulfur. 
 

 Net revenue increased 59% QoQ; Totaling BRL 151,294 (USD 29,954). 
  

 Continuation of the cost reduction program, which resulted in savings of BRL 10,415 in the 
second quarter of 2026 for budgeted and BRL 10,201 unbudgeted items, totaling BRL 
32,541 in savings for the first semester. 
 

 EBITDA totaled BRL 29,128 (USD 5,767). 
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Results of Operations – Production, Sales and Pricing3 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

Average Daily Production     
Fuel Oil (BOE per calendar day)  2,657   1,677   2,695   2,396  
Naphtha (BOE per calendar day)  604   213   482   332  
Natural Gas (BOE per calendar day)  617   399   625   521  
LPG (BOE per calendar day)  261   26   254   91  
Oil Products (BOE per calendar day)  4,139   2,315  4,056  3,339  
Sulfur (Tonnes per calendar day)  40   25   44   44  
Shale Water (Tonnes per calendar 

day)  –   –   –   –  

     
Total Products Sales     

Fuel Oil (Tonnes)  25,786   27,828   54,493   64,044  
Naphtha (Tonnes)  7,486   4,294   13,025   10,460  
Natural Gas (Tonnes)  2,519   1,370   4,920   3,828  
LPG (Tonnes)  2,961   48   5,814   1,880  
Sulfur (Tonnes)  3,244   5,548   8,322   8,262  
Shale Water (Tonnes)  –   21   –   81  

     
Average Realized Sales Prices     

Fuel Oil (BRL per tonne)  3,739   2,601   3,266   2,819  
Naphtha (BRL per tonne)  3,535   2,567   2,981   2,749  
Natural Gas (BRL per tonne)  2,915   2,621   3,018   3,041  
LPG (BRL per tonne)  3,042   3,154   3,079   3,139  
Sulfur (BRL per tonne)  3,720   1,413   3,075   1,276  
Shale Water (BRL per tonne)  –   4,358   –   4,484  

     
Average Benchmark Price     

Exchange Rate (BRL per USD)  5,05   5,67   5,15   5,76  
Brent Price (USD per BBL)  103,28   68,01   91,74   71,87  
OCB1 Benchmark (BRL per tonne)  4,072,51   2,976,18   3,690,45   3,100,67  

*Daily production based on calendar days 

 

 

 

 

 

 

 

 
3 See “Definitions” section 
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 Three months ended June 30, Six months ended June 30, 

 In BRL 2026 2025 2026 2025 

 
    

Fuel Oil Sales  96,408   72,391   177,971   180,539  
Naphtha Sales  26,467   11,022   38,825   28,751  
Natural Gas Sales  7,341   3,591   14,850   11,641  
LPG Sales  9,009   151   17,903   5,900  
Sulfur Sales  12,069   7,841   25,592   10,546  
Shale Water Sales  –   92   –   363  

Total Products Sales 151,294 95,088  275,140  237,739 

Fuel Oil 

Fuel oil obtained from shale ore has technical advantages, such as more uniform viscosities 
between batches and lower heating requirements. The industrial applications are heating, as well 
as in the paving industry. 

 The Company’s realized price received for its fuel oil is determined by the average of the 
OCB1 benchmark pricing points of Araucaria, Canoas & Paulina, less the margin paid in distribution. 
OCB1 benchmark price is based on international brent price with a premium of 20%.  

  During the current quarter fuel oil sales volume decreased 7% when compared to same 
period in 2025. The reduction was driven by less demand for fuel oil, caused by international conflict 
in Middle East, as result of it oil prices increased and the market has adjusted. 

Naphtha 

 Naphtha is hydrocarbon mixture derived from the refining of crude oil. It serves primarily 
as a raw material for the production of chemicals such as ethylene, propylene, and butadiene, 
which are used to produce various plastics, resins, and synthetic fibers. It is also used in the refining 
process as a blending component for gasoline, contributing to its overall quality. It also finds 
application as an industrial solvent and as a diluent to facilitate transportation given that it reduces 
overall viscosity. The Company produces naphtha both from the refining of the crude oil produced 
by it as well as from the refining of oil sludge purchased from Petrobras. 

During the current quarter, naphtha revenue increased by 140% compared to the same 
period 2025. Driven by 38% increase in average realized prices. Naphtha prices are based on prior 
month Brent price. Sales volumes increased 74% to the prior year. 

Other Products 

 Natural gas is a transition fuel used as a burning energy source. Its main application is 
generating heat and electricity in power plants. For the current quarter, natural gas sales increased 
by 84% compared to the same period of the previous year, a variation mainly explained by stronger 
demand from the Company’s key customer. Following the upside in volumes, segment revenue 
went up by 104% compared to the same quarter of the previous year, also reflecting a 11% increase 
in average realized prices due to more unfavorable market conditions. 

 LPG stands for Liquefied Petroleum Gas which is a hydrocarbon gas mixture, primarily 
composed of propane and butane, that is liquefied through pressurization for ease of storage and 
transport. Its main applications include residential and commercial heating and cooking and 
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providing energy for various industrial processes. During current quarter, LPG sales increased by 
6,079% compared to the same period 2025, primarily reflecting the Company’s strategy to increase 
LPG production to balance company’s production and storage. In 2025, production was primarily 
directed to fuel oil. 

Despite the increase in sales volumes, the average LPG price decreased by 4% YoY. Due to 
it, revenue increased by 5,860% compared to the same period 2025, driven by higher sales volumes. 

 Sulfur is a byproduct of shale oil refining extracted when sulfur compounds are removed 
during the process of producing fuels. Its main applications include the production of fertilizers, 
manufacturing chemicals and various other industrial processes. 

For the second quarter of 2026, sulfur revenue increased by 54% compared to the same 
period of the previous year. This increase was primarily driven by a 163% rise in average realized 
prices, price increase is due to lower global supply conditions, higher demand for fertilizers, and 
geopolitical factors, volumes decreased by 42% due to less shale processed in the facility. 

 Shale water emerges during the extraction of shale oil. This water contains a mix of 
naturally occurring substances from the shale formation, including salts, minerals, and organic 
matter, as well as other components. Although the product represents a smaller share of the 
portfolio, no sales were recorded during the period, as sales depend on customer demand, which 
was absent during the period.  
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Production 

 PX Energy refining process consists of two factors, shale ore retorting and oil sludge 
processing. Sludge is a byproduct of various processes within the Oil & Gas industry (especially in 
the refining segment) that consists in a mixture of hydrocarbons, water and solid particles. 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

Shale Ore Processing     
Operating Days (#)  90   56   180   145  
Retorted Shale (Tonnes)  462,811   290,180   966,419   779,649  
Hour Rate (Tonnes per hour)  214   214   224   224  

     
Sludge Receiving     

Received Gross (Tonnes)             32,616              12,529              58,025  
            

35,148  

Received Net (Tonnes)             27,430                9,907              47,948  
            

27,782  

Net Commitment (Tonnes)               9,349                6,954              18,596  
            

16,987  
 

During Q2 2026, the agglomeration issue within the retort further deteriorated, resulting 
in reduced thermal efficiency and increased fuel oil consumption in the furnace. Consequently, a 
smaller volume of fuel oil was available for commercial sales. 

In addition, the agglomeration constrained the retort's ability to operate at full capacity, 
reducing shale throughput and overall production. As a mitigation measure, the Company increased 
purchases of sludge to offset the production shortfall resulting from the reduced shale processing 
rate. 

One way to standardize production across different energy sources is by using a Barrel of 
Oil Equivalent (BOE), which represents the amount of energy equivalent to that contained in a 
barrel of crude oil. The table below shows the standardized information: 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

Production     
Fuel Oil (BOE)  241,795   152,613   487,851   433,621  
Naphtha (BOE)  54,984   19,342   87,225   60,062  
Natural Gas (BOE)  56,139   36,322   113,105   94,234  
LPG (BOE)  23,754   2,350   45,979   16,418  
Sulfur (BOE)  –   –   –   –  
Shale Water (BOE)  –   –   –   –  

Total Production (BOE)  376,671   210,626   734,159   604,335  
Days in period  91   91   181   181  

Daily Production (BOE per 
calendar day) 4,139 2,315  4,056   3,339  
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The year-over-year increase in production was primarily driven by higher sludge processing 
volumes. During Q2 2025, the production unit was in the final stage of its 24-month operating 
campaign, with the scheduled maintenance turnaround commencing in May 2025. 

Compared to Q1 2026, despite lower shale oil production, sludge processing increased, 
keeping total production volumes close to those of the previous quarter. Naphtha production, in 
turn, rose significantly, driven by the greater quantity and improved quality of the processed sludge. 

Fuel Oil Volume Reconciliation and Minimum Volume Commitments 
 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

 
    

Minimum Volumes  30,000   –   61,000   –  

     
Gross production  36,628   29,849   73,902   73,754  
(-) Internal comsumption (4,753) (3,497) (11,789) (10,022) 

(=) Total available for sales  31,875   26,352   62,113   63,732  
(-) Contracted sales (24,417) (25,692) (48,048) (57,838) 
(-) Non-contracted sales (1,369) (2,031) (6,445) (6,031) 
(=) Total sales volumes (25,786) (27,723) (54,493) (63,869) 

Underlifted minimum volumes  6,089  (1,371)  7,620  (137) 
*volumes expressed in tonnes 

Certain fuel oil sales contracts include take-or-pay arrangements with customer withdrawal rights. 
Under these contracts, customers are required to purchase, or pay for, a minimum periodic volume 
of product, regardless of the volume actually withdrawn during the contractual period. 

When the customer does not withdraw the full minimum contracted volume, PX Energy has the 
contractual right to invoice the difference between the minimum contracted volume and the 
volume actually withdrawn. The amounts related to the shortfall are not included in revenue for 
the current period and are to be settled in accordance with the terms of the contracts. 

Revenue is recognized when the related product is delivered to the customer or when the 
customer’s contractual withdrawal right expires. Accordingly, these arrangements may result in 
cash collections before the related revenue is recognized in profit or loss. 

During the current quarter, underlifted minimum volumes totaled 6,089 tonnes. Although 
customer offtake remained below the minimum contracted volumes during most of Q2 2026, 
customers increased their liftings above the contractual minimums in June. However, volumes in 
excess of the minimum commitments were lifted only on the last sales day of June. 
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Royalty Expenses4 

 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

 
    

Royalty Expenses  5,237   1,708   9,003   6,595  
Royalty Rate (%)  3,46%   1,80%   3,27%   2,77%  

 

 Royalty Expenses are payable to the Brazilian National Petroleum Agency (“Agência 
Nacional de Petróleo” or “ANP”). Royalties are calculated as a percentage of the production from 
retorted shale only. Production from sludge oil is exempt from royalty payments. ANP imposes a 
5% royalty on products derived from shale retorting. The effective royalty rates were 1,80 % for 
period of 2025 and 3,46% for the period of 2026, both below the 5% rate set by ANP. This difference 
is due to (i) varying methodologies between ANP's pricing of production and the Company's realized 
sales pricing, (ii) the exclusion of products derived from sludge oil refinement from royalty 
payments, and (iii) the exclusion of Sulfur and Shale Water from royalty payments. 

 

  

  

  

 
4 Non-IFRS. See “Non-IFRS and Other Financial Measures” section 
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Cash COGS and SG&A 

 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

 
    

Mining Costs  22,059   27,690   49,827   55,104  
Refining Costs  16,496   12,463   25,258   22,247  
Maintenance Costs  8,230   9,793   18,287   23,454  
Sludge Costs  15,447   10,644   29,118   24,667  
Energy Costs  6,707   8,704   15,942   12,871  
Royalties Costs  5,237   1,708   9,003   6,595  
Other Costs  9,390   37,343   13,502   55,750  

Total Cash COGS  83,567   108,346   160,936   200,688  
Cash SG&A  18,483   21,426   29,260   46,150  

Total Cash COGS and SG&A  102,049   129,772   190,197   246,838  
 

 During the second quarter 2026, PX Energy’s total cash COGS and SG&A decreased when 
compared to 2025 in the same period. 

Mining costs were BRL 22,059 in Q2 2026 (BRL 28,288 in Q1 2026) decreased by 20% 
compared to the same quarter of the prior year, remaining relatively stable due to the 
implementation of mitigation initiatives, including contract renegotiations, strategic adjustments, 
and optimization of extraction ranges. 

Refining costs were BRL 16,496 in Q2 2026 (BRL 8,020 in Q1 2026) increased by 32% 
compared to the same quarter of the prior year The increase was primarily driven by the 
commissioning of the biomass boiler (BRL 7,59 in Q2 2026), resulting in steam purchases, additional 
costs associated with oil storage at TERIN (BRL 2,38 in Q2 2026) and partially offset by decrease in 
headcount (BRL 2,0 in Q2 2026).  

Maintenance costs were BRL 8,230 in Q2 2026 (BRL 10,223 in Q1 2026) decreased by 16%, 
compared to the same quarter of the prior year, reflecting initiatives to review and optimize the 
scope of services provided by third-party vendors. 

Energy costs were BRL 6,707 in Q2 2026 (BRL 9,468 in Q1 2026) decreased by 23% 
compared to the same quarter of the prior year, driven by higher dispatch of thermoelectric power 
plants and lower sector and transmissions charges during the period. 

Other costs were BRL 9,390 in Q2 2026 (BRL 4,187 in Q1 2026) decreased by 75%, compared 
to the same quarter of the prior year. There were no purchases of third-party oil in the current 
period (BRL 21,653 in Q2 2025), whereas in the prior year a stocking strategy was implemented to 
support the scheduled shutdown period (BRL 3,215 in Q2 2025). In addition, headcount in support 
areas was reduced (BRL 2,2 in Q2 2026), and service contracts were reduced by (BRL 1,0 in Q2 2026). 
In Q1 2026, there was a reduction in PIS and COFINS credits of BRL 5,100. 
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EBITDA5 Reconciliation 

 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

 
    

Total Sales  151,294   95,088   275,140   237,739  
Total COGS, SG&A and Other (130,748) (136,202) (229,394) (261,711) 
(+) D&A  8,582   8,637   17,098   23,150  

EBITDA  29,128  (32,478)  62,844  (822) 
EBITDA (’000 USD)  5,767  (5,732)  12,193  (143) 

 

During the second quarter of 2026, the Company reported an increase in EBITDA compared 
to the same period of 2025.  

The significant recovery in EBITDA was primarily driven by the disciplined capital 
management adopted by PX Energy. Although higher Brent prices supported an increase in product 
selling prices, net revenue remained broadly in line with the Company's budget, underscoring the 
effectiveness of ongoing cost optimization initiatives, contract management, and workforce 
efficiency measures. 

  

 
5 Non-IFRS. See “Non-IFRS and Other Financial Measures” section 
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Adjusted Funds Flow from Operations Reconciliation 

  Three months ended June 30, Six months ended June 30, 

 2026 2025 2026 2025 

Net cash from operating activities  35.088   9.355   72.767   55.883  
Change in non-cash operating 
working capital (excl. contract 
liabilities) 

 28.676  (13.830)  52.370  (47.655) 

Change in contract liabilities 
 24.467  -  49.091  - 

Adjusted funds flow from operations  88.231  (4.475)  174.228   8.228  
 

Operating cash flow was primarily driven by disciplined customer contract management, 
including the enforcement of contractual minimum offtake provisions. While this supported cash 
generation during the quarter, it also resulted in an increase in contract liabilities with customers. 

Cash generated from operating activities was primarily allocated to the repayment of 
customer loans incurred during fiscal year 2025. 

The Company reported net cash from operating activities of BRL 35,1 million for the current 
quarter (Q2 2025: BRL 9,3 million) and BRL 72,7 million year-to-date (H1 2025: BRL 55,8 million). 
Before changes in non-cash working capital, cash generated from operations was BRL 41 million for 
the quarter and $77,7 million year-to-date, compared with BRL (4,4) million and BRL 8,2 million 
respectively in the comparative periods. 

For three months ended June 30, 2026, changes in non-cash working capital exclude the 
BRL 24,5 million increase in contract liabilities related to minimum sales volumes; for six months 
ended June 30, 2026 exclude BRL 49,1 million. Including these items reconcile the adjusted working 
capital change to the total change in non-cash working capital. 
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Supplemental cash flow information 

 
Three months ended June 30, Six months ended June 30, 

Changes in non-cash working capital 2026 2025 2026 2025 
Trade accounts receivable (11.142) 11.206 (19.412) (7.423) 
Recoverable taxes (21.379) 10.784 (33.025) (3.671) 
Inventories (9.972) 7.393 (14.252) 683 
Other assets 1.203 (12.165) 7.089 (10.346) 
Prepaid expenses (9.031) 1.853 (8.655) 3.167 
Accounts payable and accrued liabilities 17.341 13.241 2.129 19.200 
Payment of environmental recovery 

costs (1.834) 3.735 (5.292) - 
Social and labor obligations 721 2.066 (787) 2.810 
Tax obligations (3.433) (33.110) (6.427) (17.365) 
Contract liabilities with customers (VEF) 24.467 - 49.091 - 
Other accounts payable 7.148 8.827 24.560 60.600 

Change in non-cash working capital (5.911) 13.830 (4.981) 47.655 
      

Related to:         
Operating activities (4.209) 13.830 (3.279) 47.655 
Investing activities (1.702) - (1.702) - 
  (5.911) 13.830 (4.981) 47.655 

 

 

 

  



 

 

14 

Working Capital 

 June 30, 
2026 

December 
31, 2025 

Change in NWC 

Cash and cash equivalents  30,507   1,238   29,269  
Accounts receivable  39,575   28,878   10,697  
Related Parties  –   –   –  
Inventory  49,023   34,377   14,646  
Leases  405   406  (1) 
Income and social contributions  26,554   2,815   23,739  
Taxes and Contributions  9,993   4,542   5,451  
Prepaid Expenses  10,190   1,526   8,664  
Financial instrument  3,597   –   3,597  
Other assets  3,015   9,980  (6,965) 

Operational Assets  172,859   83,764   89,095  
Trade accounts payable   70,597   76,026  (5,429) 
Advances  22,650   21,978   672  
Leases  2,196   3,804  (1,608) 
Income and social contributions taxes  9,809   7,400   2,409  
Taxes and contributions  26,850   37,018  (10,168) 
Labor and social obligations  7,878   8,665  (787) 
Contract liabilities  57,195   8,104   49,091  
Contingent consideration for acquisition of subsidiary  29,774   13,037   16,737  
Loans and financing  –   31,499  (31,499) 
Related parties  33,290   7,272   26,018  
Provision for decommissioning of areas   6,004   5,549   455  
Provision for contingencies  12,539   11,834   705  
Other liabilities  11,477   1,977   9,500 

Operational Liabilities  290,259   234,162   56,096  
Changes in working capital (117,400) (150,401)  33,001  

 

 As discussed in the Production section, the Company prioritized fuel oil production through 
increased third-party feedstock processing, which resulted in a higher contingent consideration 
(earn-out) liability. 

The Company expects to reduce its contract liability with customers during the third quarter 
as deferred product deliveries are completed, which is expected to have a positive impact on 
working capital. Each tonne of fuel oil delivered is expected to improve working capital by 
approximately R$ 2,000 (two thousand Brazilian reais). Consistent with the increase in contract 
liabilities, inventory levels also increased during the period. 

The increase in other liabilities primarily reflects the installment arrangement related to the 
2025 earn-out obligation, with the repayment schedule extending through December 31, 2026. 
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Capital Expenditures 

 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

 
    

Maintenance Capital Expenditures  2,645   37,168   6,024   49,114 

Growth Capital Expenditures  3,839   1,127   5,425   1,360 

Process Improvements and Other 
Capital Expenditures  –   –   –   

Total Capital Expenditures  6,484   38,295   11,449   50,474  
 

During second quarter of 2026, the Company invested BRL 6.484 million in capital 
expenditures. A portion of these investments were allocated to growth initiatives, including the 
centrifuge drum project, while the remainder was directed toward maintenance capital, primarily 
the compressor replacement.  
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Liquidity and Capital Resources 

      Six months ended 
June 30, 

Twelve months ended 
December 31, 

  2026 2025 

 
  

Cash and cash equivalents  30,507   1,238  
Available Cash and Equivalents  30,507   1,238  

Available Cash and Equivalents (’000 USD)  6,040   218  

 

 The Company’s objectives when managing capital are to i) deploy capital to provide an 
appropriate return on investment to its shareholders and ii) maintain financial flexibility in order to 
preserve the Company’s ability to meet financial obligations. To aid in managing capital structure, 
the Company monitors adjusted working capital and cashflow generation. 

As of June 30, 2026, the Company had available cash of BRL 30,507 (USD 6,040). Cash and 
equivalents were highly affected by i) Better management of contract minimums ii) Lower 
operational costs.  

In response to liquidity and profitability pressures, Management has implemented a 
structured cost-reduction and operational optimization plan focused on improving margins, 
reducing working capital requirements, and strengthening PX Energy’s financial position. These 
initiatives are consistent with Questerre’s 2026 objective to restructure the balance sheet and 
optimize PX Energy’s operations to improve profitability and financial liquidity. The initiatives aim 
i) BRL 40 million cost reducing to budget ii) working capital improvement iii) reducing of debt. 

With respect to the outstanding secured bonds, the Company and bondholders agreed to 
certain amendments to reduce the cash costs to the Company in 2026 as follows: 

(i) From January 1, 2026 (inclusive) through December 31, 2026 (inclusive), interest will be 
accrued in accordance with the “Brent Linked Interest” mechanism and may be paid in 
cash at the Company’s discretion (payment in kind – PIK). 

(ii) Effective January 1, 2027, interest will continue to be accrued under the “Brent Linked 
Interest” mechanism and will be paid in cash, with the Issuer having the option to pay in 
kind (PIK) if the price of oil is below US$65 per barrel. 
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Interest Coverage Ratio 

 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

 
    

(+) Gross Cash Interest Costs 
(’000 USD)  4,000   3,200   6,400   6,400  

(-) Gross Cash Interest Income 
(’000 USD) (123) (169) (150) (402) 

Net Interest Cost (’000 USD)  3,877   3,031   6,250   5,998  
Interest Coverage Ratio  1,49x     (1,89x)    1,95x     (0,02x)   

 

 The Interest Coverage Ratio is defined as the ratio between the EBITDA and the Net Interest 
Cost. The Interest Coverage Ratio is 1,49x, above the minimum threshold of 1.30x. 
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Dividends 

 During 2025 the Company did not declare any dividend distribution in line with its dividend 
policy, which is the following: the net profit for the year, adjusted in accordance with current 
legislation, will be allocated as follows, subject to approval by the General Assembly: 

(i) 5% (five percent) of the net profit will be allocated to the legal reserve, which shall not 
exceed 20% (twenty percent) of the Company's paid-in capital; 

(ii) Any remaining net profit may be allocated to contingency reserves, aiming to offset 
future decreases in profit due to probable loss determined by judgment made by the 
entity; 

(iii) Net profit derived from government grants or subsidies for investments may be 
allocated to the reserve for tax incentives; 

(iv) Portion of the contingency reserve constituted in previous periods and corresponding 
to losses actually incurred or unrealized, if any, should be reversed; 

(v) From the remaining balance, after the deductions and reversals indicated and as 
provided by applicable law, 25% (twenty-five percent) shall be distributed to 
shareholders as mandatory dividends; 

(vi) Part or all of the remaining balance, after deductions, reversals, and distribution of 
mandatory dividends, may be retained for capital budget execution, subject to 
approval by the management bodies; and 

(vii) Any remaining balance, if applicable, shall be distributed to shareholders as additional 
dividends. 
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Subsequent Events 

Subsequent to June 30, 2026, the Company temporarily shut down the PX Energy facility following 
a critical pipe failure in the furnace that supplies heat to the main processing facility. No injuries 
occurred and no damage was sustained to the main processing facility. The shutdown is expected 
to last approximately three to four weeks, and the direct cost of corrective work is estimated at 
approximately R$ 3,5 million. The financial impact of lost production and revenue cannot yet be 
reliably estimated.  
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Business Risks and Uncertainties 

 The operations of the Company are speculative due to the high-risk nature of its business, 
which involve operations, financing, development and exploration of mining and processing 
facilities. These risk factors could materially affect the Company’s future operating results and could 
cause actual events to differ materially from those described in forward–looking information 
relating to the Company. The following list is not intended to be an exhaustive list of risks related 
to the Company and its business. 

Risks associated with the Company’s business and the industry in which the Company operates: 

The Company's business depends significantly upon and may be adversely affected by product 
prices, which are highly volatile 

The Company's revenues, cash flow, reserve estimates, profitability and rate of growth depend 
substantially on prevailing international and local prices of shale fuel oil, shale naphtha, shale gas, 
liquefied petroleum gas, sulfur, and fertilizer inputs (individually "product", together the 
"products"). Consequently, it is impossible to accurately predict future price movements. The prices 
for these products are generally volatile, and the prices have witnessed particularly high volatility 
in recent years. Prices are unstable and are subject to significant fluctuations for many reasons 
beyond the Company's control, including, but not limited to:  

 changes in global and regional supply and demand, and expectations regarding future 
supply and demand, even in response to relatively minor economic developments; 

 geopolitical uncertainty; 

 availability of tankers and other transportation and processing facilities;  

 proximity to, and the capacity, availability and cost of, transportation; 

 mining capacity; 

 price, availability and government subsidies of alternative products; 

 price and availability of new technologies; 

 the ability and willingness of the members of the Organization of the Petroleum Exporting 
Countries ("OPEC") and other oil-producing nations to set and maintain specified levels of 
production and prices; 

 political, economic and military developments in producing regions, and domestic and 
foreign governmental regulations and actions, including import and export restrictions, 
taxes, repatriations and nationalizations; 

 global and regional economic conditions, particularly in large economies such as the United 
States of America and the People's Republic of China, which drive global consumption of 
the products; and 

 trading activities by market participants and others either seeking to secure access to the 
products or to hedge against commercial risks, or as part of investment portfolio activity. 
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Sustained lower prices for the products or price declines may lead to a material decrease in the 
Company's net production revenues. 

Further, sustained lower prices for the products may also cause the Company to make substantial 
downward adjustments to the value of its product reserves. If this occurs, or the Company's 
estimates of production or economic factors change, the Company may be required to write-down 
the carrying value of its proved product properties. If product prices were to remain depressed over 
time, it could have a negative effect on the Company's ability to fulfil its obligations under the terms 
and conditions of the Bonds, as well as the market price and value of the Bonds.  

Reliance on sales contracts with minimum contract volumes commitments 

The majority of the Company’s revenue is attributed to sales contracts with two customers with 
minimum volume commitments. The customers have noted challenges meeting their minimum 
sales commitments due to changing market conditions. Should these customers not meet their 
commitments, the Company may be required to curtail production or secure additional storage. 
This could have material impacts on the Company’s operations and profitability. While the 
Company works closely with its customers, there can be no certainty that these customers will meet 
these commitments. 

The Company’s products will face strong competition  

The Company will encounter competition in many areas of its business. Competition in the 
Company’s products will be based on a number of factors, including product quality and 
performance, brand reputation, price and quality of customer service and support. Aggressive 
pricing or operating strategies by the Company’s competitors could also adversely affect its sales 
and results of operations. 

Reliance on management 

The success of the Company depends to a large extent upon its ability to retain the services of its 
senior management and key personnel. The loss of the services of any of these persons could have 
a materially adverse effect on the Company's business and prospects. There is no assurance the 
Company can maintain the services of its directors, officers or other qualified personnel required 
to operate its business, however, it does have a short-term incentive plan in place to assist in the 
retention of its senior management. 

The Company may not be successful in acquiring new assets or equipment or in hiring qualified 
personnel due to a highly competitive environment 

As a result of rising product prices and the highly competitive environment within the oil and gas 
and the mining industries, the Company may be unable to acquire suitable assets, and/or secure 
equipment and services, as these may be in short supply. Due to the competitive environment, the 
Company may also experience difficulties in hiring and retaining qualified personnel necessary for 
the Company's operations and/or projects. Should the Company be unable to acquire suitable 
assets or equipment to hire and retain qualified personnel, this could adversely affect the 
Company's business prospects and results of operations, and could have a negative effect on the 
Company's ability to meet its obligations under the Bond Terms. 

Mining is a complex and hazardous process that frequently experiences production disruptions, 
which could result in significant costs adversely affect the Company’s results of operations 
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The Company’s oil, gas and mining operations involve complex processes, which are affected by the 
mineralogy of the mineral deposits and structural geologic conditions and are subject to related 
risks. Production delays may occur due to equipment failures, unusual or unexpected geological 
conditions, environmental hazards, acts of nature, and other unexpected events or problems. If 
accidents or other unforeseen events occur, or if the Company’s safety procedures are not 
effective, the Company could be subject to liabilities arising out of personal injuries or deaths of its 
employees or others, its operations could be interrupted, it could be required to expend significant 
amounts to remediate safety issues or repair damaged facilities, or it could be required to shut 
down or abandon affected facilities. This could have a material adverse effect on the Company's 
ability to meet its obligations under the Bond Terms. 

The Company's results may differ significantly from the estimates and assumptions used by 
management in the evaluation of the Company's fields and reserves 

Oil and gas reserves engineering is a subjective process of estimating accumulations of oil and gas 
that cannot be measured in an exact way. Different estimates of the oil and gas reserves conducted 
by other engineers may therefore deviate materially from the estimates set out herein. 
Assumptions and uncertainties are inherent in estimating quantities of proved product reserves, 
including projecting future rates of production, timing and amounts of development expenditures 
and product prices, many of which are beyond the Company's control. Results of mining, drilling, 
testing and production after the date of the estimate may require revisions to be made. For 
example, if the Company is unable to sell its products to customers, this may impact the estimate 
of the Company's product reserves. Accordingly, reserves estimates are often materially different 
from the quantities of product that are ultimately recovered, and if such recovered quantities are 
substantially lower that the initial reserves estimates, this could have a material adverse impact on 
the Company's business, financial condition and results of operations, and could have a negative 
effect on the Company's ability to meet its obligations under the Bond Terms. 

The Company has a limited operating history 

The Company, being incorporated in 2022, does not have a long operating history upon which it 
can base estimates of its future operating costs. The capital and operating costs are estimated 
based on the interpretation of geological data, feasibility studies, technical reports and historical 
data provided by Petrobras, and there can be no assurance that they will prove to be accurate. 

Future operations will be dependent on the Company's facilities and critical equipment 

Any disruption of operations at the Company's facilities could significantly affect production, 
distribution, or the ability to fulfil future contractual obligations, which could damage the 
Company’s customer relationships. An interruption at the Company's facilities could result in 
production disruptions with respect to production of products, and materials or critical equipment 
parts may not be available at reasonable prices, on a timely basis. A production interruption or 
disruption at the future facility could result in a loss of customers, a loss in revenue, or fines or 
penalties.  

Future operations will also depend upon critical equipment, such as compressors, boilers and 
furnaces. This equipment could be damaged or destroyed, suffer breakdowns or failures or 
deteriorate due to wear and tear sooner than the Company estimates, and the Company may be 
unable to replace or repair the equipment in a timely manner or at a reasonable cost. If such events 
occur, the Company may incur additional maintenance and capital expenditures, future operations 
could be materially disrupted and the Company may not be able to produce and ship its products. 
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The Company may not be able to comply with the terms of its concession contracts, which may 
subject the Company to fines and to the loss of the relevant concession, its benefits or future 
revenues 

The Company's oil and gas and mining services must be conducted in accordance with public 
concessions, and non-compliance with applicable law, regulation or contractual provisions of the 
relevant concession may subject the Company to fines. Furthermore, the Company's concessions 
may in certain circumstances be terminated prior to their expiration, due to, inter alia, non-
compliance with the terms of the concession contracts, expropriation for reasons of public interest 
and/or bankruptcy. In the event of expropriation for the benefit of the public, there is also a 
possibility that the Company may not be eligible for any compensation. Thus, should the Company 
be subject to fines, early termination of its concessions and/or expropriation, this could materially 
adversely affect the Company's business prospects and results of operations, and could have a 
negative effect on the Company's ability to meet its obligations under the terms of the Bond.  

Failure to comply with, obtain or renew the licenses and permits required for each of the sectors 
in which the Company operates may have a material adverse effect on the Company's business 

The Company is required to obtain and maintain licenses and permits with respect to the 
Company's operations from the applicable governmental authorities, including but not limited to 
environmental licenses, authorizations, permits and registries. The laws and regulations governing 
these licenses may occasionally require the Company, among other things, to purchase and install 
costly pollution control equipment or make operational changes to limit the Company's impact on 
the environment and/or the health of the Company's employees and local residents and 
communities. Any failure to comply with the terms of such laws, regulations and licenses, 
authorizations, permits and registries could result in administrative penalties, including fines as high 
as BRL 50 million, warnings, embargo on activities, partial or total suspension of activities, as well 
as the revocation of existing operating licenses and permits.  

Moreover, the Public Prosecutor Office in Brazil may commence civil proceedings to investigate 
irregularities and seek to recover damages and/or indemnification for environmental damages. It 
might also file a public civil action seeking the same results. At the criminal level, the legal entity of 
the Company involved in the irregular act may be subject to fines, restriction of rights and rendering 
of services to the community, and individuals who eventually contributed to the investigated acts, 
including managers, directors and employees, may be subject to imprisonment. 

Governmental authorities may also withdraw licenses, modify the terms for granting or renewing 
licenses or require the Company to obtain additional licenses, authorizations, permits and 
registries, any of which could materially increase the Company's costs. 

Any failure to comply with, obtain, maintain or renew the required licenses, authorizations, permits 
and registries, could result in fines, loss or early termination of the licenses, authorizations, permits 
and registries, as well as embargoes on the Company's operations and breach of financing and 
commercial agreements, which could adversely affect the Company's business prospects and 
results of operations, and could have a negative effect on the Company's ability to meet its 
obligations under the Bond Terms. 

The Company is subject to risks related to its dependency on third parties for the export of 
produced products 
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The Company must rely on third parties in order to export the Company's products, hereunder 
custom clearance. Thus, failure of or delays outside of the Company’s control could impact the 
Company's revenue generation and result in an increase in the Company's operating and 
administrative expenses, negatively affecting the Company's results and business plans, and could 
have a negative effect on the Company's ability to meet its obligations under the Bond Terms. 

The Company is subject to risks related to its dependency on certain material contracts 

The Company relies on certain third-party contracts such as its offtake contracts and oil sludge 
contracts and failure by the counterparties to these contracts to perform the terms under the 
agreement could negatively impact the Company’s business plans and could have a negative effect 
on the Company’s ability to meet its obligations under the Bond Terms.   

The Company is subject to third-party risk in terms of equipment and services 

Oil and gas production and development activities are dependent on the availability of specialized 
equipment, including, but not limited to, drilling and related equipment in the particular areas 
where such activities will be conducted. The Company relies on suppliers of such equipment and 
services, in the operation and implementation of the Company's plans, and may be adversely 
affected by failures or delays by any suppliers in fulfilling their contractual obligations. If suppliers 
delay or fail to deliver the supplies required for the Company's projects, the Company may not meet 
its operational goals within the expected time. The Company may ultimately need to postpone one 
or more of the Company's projects, which may have an adverse effect on the Company's results. 
The Company relies on third party service providers and the availability and quality of such third 
parties may not be sufficient to adequately operate the Company facilities.   

The construction, operation and expansion of facilities and equipment for oil and gas production 
involve significant risks 

The increase in the Company's revenue depends significantly on the Company's ability to allocate 
capital efficiently and to develop and manage the Company's facilities. 

The Company may be unable to adequately pursue such construction, operation and expansion 
activities due to a number of factors, including: (i) the Company's inability or difficulty to obtain or 
renew the necessary governmental authorizations; (ii) environmental restrictions or changes in 
environmental laws, providing for new obligations or requiring measures that increase the costs of 
the Company's projects; (iii) issues with equipment; (iv) environmental accidents or damage, which 
may subject the Company to substantial liability, as well as reputational harm; (v) delays in 
construction or incurring costs higher than expected during construction; (vi) unavailability of 
financing at commercially attractive terms; (vii) the Company's inability or difficulty in acquiring or 
establishing and maintaining the appropriate real estate easements; (viii) delays or interruptions in 
the production of wells caused by restrictions on the Company's transportation, storage, 
production capacity or interruptions of the transportation of the products; and (ix) adverse market 
conditions or lack of appropriate product transportation, which may compromise the Company's 
access to markets for the products. 

If any of these or other problems occur, the Company may be required to incur in additional 
operating and financial costs and be subject to loss of the Company's licenses and authorizations, 
any of which may adversely affect the Company's business, the Company's financial condition and 
the Company's operational results, and could have a negative effect on the Company's ability to 
meet its obligations under the Bond Terms. 
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The Company may face significant product liability claims and product recalls, which could harm 
its business and reputation 

The Company may face exposure to product liability and other claims if its products cause harm, 
are alleged to have caused harm or have the potential to cause harm to consumers. In addition, the 
Company’s products or products manufactured by its customers using its products could be subject 
to a product recall as a result of The Company’s failure to meet product specifications or other 
causes. A product recall could result in significant losses due to the costs of a recall, the destruction 
of product inventory and production delays to identify the underlying cause of the recall. 

The flow and transport of hydrocarbons involve risks that may result in accidents and operating 
costs for the Company 

Interruptions or stoppages in the transportation of the products caused by adverse weather 
conditions, strikes, blockages, delays or other incidents may impair the Company's ability to move 
the hydrocarbons produced by the Company. 

In addition, some transport venture through environmentally sensitive areas and if any problem 
occurs in connection with transport, such as leakage or rupture, the Company's operations may be 
paralyzed, which may result in financial loss. These risks can also cause fatalities, significant damage 
to the Company's or third parties' properties, pollution and environmental damage and interruption 
of operations, which, in turn, may result in significant financial and reputational losses. 

The transportation and handling activities of the tailings produced in the fields operated by the 
Company, or sludge oil as production waste from other refineries like Petrobras, are the Company's 
responsibility and involve a variety of inherent dangers and operational risks, such as leaks, 
accidents and mechanical problems, which may cause significant financial losses for the Company. 

The proximity of storage locations for hazardous products to populated areas, including residential, 
commercial and industrial facilities, may increase the extent of damage resulting from these risks. 
The occurrence of any of these events may adversely affect the Company's image, reputation, 
results of operations, cash flow and financial condition, and could have a negative effect on the 
Company's ability to meet its obligations under the Bond Terms. 

There are risks of social movements and/or unions taking actions that negatively affect the 
Company's operations and/or cause damage to the Company's assets 

The Company expects that a substantial number of the Company's employees, and some of the 
employees of the Company's subcontractors, will be represented by labor unions and covered by 
collective bargaining or other labor agreements, which are subject to periodic negotiation. Adverse 
labor relations or other factors could result in strikes, work stoppages, work slowdowns and other 
labor disruptions. This could at any of the Company's operations could adversely affect the 
operation of facilities and the timing of completion and cost of the Company's capital projects.  

Social movements and labor unions are more active in Brazil than is common in many European 
countries and such groups may oppose the Company's operations or their expansion. Invasion and 
occupation of facilities such as the Company's by large numbers of opponents is a common 
occurrence, and in certain regions, remedies such as police protection or eviction procedures might 
be inadequate or unavailable. As a result, there is a risk that the Company's assets will be subject 
to invasion or occupation by opponents. In these cases, the Company's operations, image and 
reputation may be negatively affected, and the Company may be subject to legal and administrative 
proceedings that could result in criminal or administrative penalties. 
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Community and stakeholder relations 

The Company's relationships with the community in which it operates are critical to ensure the 
future success of its existing operations and the construction and development of its projects. The 
future success of the Company is reliant on a healthy relationship with local communities in which 
the Company operates. While the Company is committed to operating in a socially responsible 
manner, there is no guarantee that its efforts will be successful, in which case interventions by third 
parties could have a material adverse effect on the Company’s business, financial position and 
operations. 

The Company's insurance policies may not be sufficient to cover all claims 

The Company's operations are subject to a number of hazards and risks associated with such 
operations, including, but not limited to, fires, explosions, and oil spills, each of which could result 
in substantial damage to production facilities, other property, and the environment, or result in 
personal injury and business interruption.  

Although the Company maintains liability insurance that the Company considers adequate and 
consistent with industry standards, the Company's insurance policies may not adequately cover all 
risks and hazards to which the Company is exposed. A significant claim that is not covered by the 
Company's insurance, in full or in part, may result in large expenditures by the Company. Moreover, 
the Company may not be able to maintain insurance policies in the future at reasonable costs or on 
acceptable terms, which may adversely affect the Company's business and reduce the value of the 
Bonds. As insurers move away from insuring assets in the oil and gas sector, the Company may find 
that insurance may be cost prohibitive, restrictions on terms and conditions may develop or 
adequate insurance capacity may not be available in the market. 

The costs related to decommissioning and abandonment of assets are unknown and can be 
substantial 

The Company is responsible for the costs related to the abandonment and recovery of the 
Company's mining areas and facilities used for the production of the products (decommissioning). 
The costs related to decommissioning may impair the Company's ability to focus capital on other 
businesses. In addition, the Company may remain liable for decommissioning and abandonment of 
fields even after they have been sold or transferred prior to the end of production, which could 
adversely affect the Company's financial condition, results of operations and prospects, including 
because decommissioning may occasionally involve recovering contaminated areas. 

Failure to properly deactivate and/or decommission may expose the Company to administrative 
penalties, including fines as high as BRL 50 million, and/or warnings, embargo on activities and 
partial or total suspension of activities. Moreover, the Public Prosecutor Office in Brazil may 
commence civil proceedings to investigate irregularities and seek to recover environmental 
damages and/or indemnification. It might also file a public civil action seeking the same results. At 
the criminal level, the Company may be subject to fines, restriction of rights and rendering of 
services to the community; and individuals who are eventually determined to have contributed to 
the investigated acts, including those that were aware of a criminal act and did not act to stop it 
(i.e., directors, managers, employees and others), may be subject to imprisonment. Further, in 
some cases, environmental remediations may be time consuming and expensive. 

The costs estimates can vary in response to many factors, including changes to relevant legal 
requirements, the emergence of new restoration techniques or experience at other production 
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sites. The expected timing and amount of expenditure can also change, for example, in response to 
the changes in reserves or changes in laws and regulations or their interpretation. 

Litigation 

In the normal course of the Company’s operations, it may become involved in, named as a party to, 
or be the subject of, various legal proceedings. The outcome of outstanding, pending or future 
proceedings cannot be predicted with certainty and may be determined adversely to the Company 
and as a result, could have a material adverse effect on the Company’s assets, liabilities, business, 
financial condition and results of operations. The Company’s intellectual property may be 
misappropriated or subject to claims of infringement. 

Intellectual property rights including trade secrets, are an aspect of the Company’s business, either 
in what has been purchased through third party technologies, or that which has been developed. 
The Company attempts to protect its intellectual property rights, and third parties that it may be 
associated with, provided they also have intellectual property and trade secrets according to best 
practice and non-disclosure agreements.  

The Company relies on trade secret protection to guard confidential unpatented technology, 
manufacturing and mining expertise, and technological innovation. The Company cannot guarantee 
that this protection provides meaningful protection or that adequate remedies will be available in 
the event of an unauthorized use or disclosure of its intellectual property or trade secrets, or a claim 
of infringement. Any such claims or contestation, whether in the Company or outside of the 
Company, may ultimately prove without merit; however, the necessary management attention to 
and legal costs associated with defending these intellectual property or trade secret issues could 
be significant. 

Information security and information technology systems 

The Company is heavily dependent on its information systems and computer based programs. 
Failure, malfunction or security breaches by computer hackers and cyberterrorists of any such 
systems or programs may have a material adverse effect on the Company’s business and systems, 
potentially affecting network assets and people’s privacy. The Company manages cyber security 
risk by ensuring appropriate technologies, processes and practices are effectively designed and 
implemented to help prevent, detect and respond to threats as they emerge and evolve. The 
primary risks to the Company include, loss of data, destruction or corruption of data, compromising 
of confidential customer or employee information, leaked information, disruption of business, theft 
or extortion of funds, regulatory infractions, loss of competitive advantage and reputational 
damage. A significant disruption to the Company’s information technology systems could adversely 
affect its business and operating results. 

Climate change, weather and other occurrences 

Inclement or unusual weather conditions or other occurrences like for instance forest fire or 
drought may impact the Company’s operations, assets and mining activity resulting in a material 
adverse effect on the Company’s business, results of operations and future prospects. 

Main climate change risks are associated with changes in the frequency, intensity, spatial extent, 
duration, and timing of weather and climate events and conditions. Potential effects, such as those 
related to flooding, droughts, forest fires, insect outbreaks, erosion, landslides and others, may 
pose risks to operations and their safety, environmental, social and financial performance. Potential 
adverse effects may occur in terms of geotechnical stability, water supply systems and water 
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balance, working conditions (humidity, heat stress), construction schedules, site access, 
reclamation as well as supply chain disruptions (e.g. access to inputs, shipping of products), among 
others. Economic implications of climate change may pose additional risks through reduced global 
demand for products and increased costs of inputs, among others. The nature and intensity of 
potential adverse impacts of climate change cannot be precisely ascertained. 

Pandemics, epidemics and global health crisis  

Pandemics or epidemics, as for instance the COVID-19 pandemics, and efforts to contain these may 
have a negative impact on the Company’s business. These may extend to local impacts at the 
operational level, international travel restrictions, together with the broader global economic 
fallout, the Company's ability to continue its operations may be impacted. Similarly, the Company’s 
ability to obtain financing and the ability of the Company’s vendors, suppliers, consultants and 
partners to meet obligations may be impacted as a result of such and efforts to contain these. This 
may have a material adverse effect on the Company's operations. 

Legal and regulatory risks 

The Company's oil and gas concession agreements are subject to expiration, and the Company 
may not be able to renew those agreements 

Each of the Company's concession agreements with the ANP have an expiry date for the 
corresponding field, which is a notice to the ANP stating that the field is suitable for commercial 
development, subject to extension periods if approved by the ANP. 

The possibility of an extension, to be negotiated and approved by the ANP, is provided by article 
43, II of the Petroleum Law, as well as in the concession agreements themselves. The Company may 
apply for an extension of the term of a concession prior to the end of the relevant concession 
agreement, subject to the presentation of a new development plan for the related fields, including 
proposed new investments, and compliance with applicable legal and regulatory requirements. Any 
contractual extension is subject to approval of the new development plan by the ANP. The ANP is 
not required to approve the Company's requests for extension of any of the Company's concession 
agreements, and may condition its approval of any extension on certain modifications to the 
development plan and the investments to be made. As a result of these factors, the Company may 
not be able to renew concession agreements relating to the Company's fields on time or at all, 
which could have a material adverse effect on the Company's results of operations and financial 
condition, and, as a consequence, on the Company's ability to meet its obligations under the Bond 
Terms, as well as the market price and value of the Bonds.  

Oil and natural gas companies in Brazil do not have title to oil and natural gas reserves 

In Brazil, the federal government retains ownership of oil and gas reserves, transferring to the 
concession holders exclusive rights to explore, develop and produce oil and gas pursuant to 
concession agreements with the ANP. The concession holder is in turn entitled to perform oil 
exploration and production activities for its own account, using its own equipment and facilities, 
and retaining property rights to oil and gas produced. The federal government defines the energy 
policy through the Brazilian National Council for Energy Policy and performs regulatory functions 
through the ANP. If the federal government imposes additional restrictions or obstacles for 
production of oil and gas by reforming or amending the current legal framework, the Company's 
ability to generate revenue could be affected, which could have a material adverse effect on the 
Company's results of operations and financial condition, and, as a consequence, on the Company's 
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ability to fulfil its obligations under the Bond Terms, as well as the market price and value of the 
Bonds. 

Operations in the oil and gas industry are subject to extensive regulation in Brazil 

The oil and natural gas industry in Brazil is subject to extensive regulation and intervention of the 
federal government. Regulation and government intervention include the imposition of specific 
drilling and exploration obligations or requirements, production restrictions, price controls, 
taxation, restrictions for disposal of assets, foreign currency controls, nationalization and 
expropriation or cancellation of contractual rights. Compliance with applicable regulations may 
entail significant expenses, including in connection with obtaining licenses to conduct operations, 
production individualization processes (if production extends to adjacent deposits), compliance 
with local content policies, and taxation. The Company is also subject to federal, state and municipal 
environmental laws and regulations, which could result in delays to the Company's projects, 
prohibit or severely restrict the Company's activities in environmentally protected or sensitive 
regions or areas, or impose obligations with significant compliance costs. 

Failure to comply with such laws and regulations may also result in suspension or termination of 
operations and subjection to administrative, civil and criminal penalties. These laws and regulations 
may be changed or the enforcement authority may change its interpretation with respect to them, 
so as to substantially increase costs. Under laws and regulations applicable to the oil and gas 
industry in Brazil, there is potential liability for personal injury, property damage and other harm. 
Any such liability could have a material adverse effect on the Company's financial condition and 
results of operations, and, as a consequence, on the Company's ability to fulfil its obligations under 
the Bond Terms, as well as the market price and value of the Bonds. 

The Company's operating results may be impacted by changes in Brazilian tax laws 

The Company's operating results may be impacted by changes in Brazilian tax laws, including 
changes in applicable tax rates or the introduction of new temporary or permanent taxes. These 
changes may impact the Company's financial margins and adversely impact the Company's 
operating and financial results, and thereby on the Company's ability to fulfil its obligations under 
the Bond Terms as well as the market price and value of the Bonds.   

There are proposals being discussed in the Brazilian congress to implement a broad tax reform, 
which may include a complete change in Brazilian indirect taxes (e.g., consolidation of existing taxes 
into a single tax). If there is a tax reform or any other change in the applicable legislation and 
regulations that alters the applicable taxes or special regimes from which the Company currently 
benefits, the Company's business may be affected and the Company may consequently experience 
an adverse effect on the Company's financial and operating results.  

It is also possible that a 15% withholding tax will be implemented on dividend payments from 
Brazilian companies to foreign shareholders.  

The Company's activities are subject to environmental, health and safety regulations, which may 
become more stringent in the future and cause an increase in the Company's liabilities and capital 
expenditures 

The Company's activities are subject to environmental, health and safety regulations and evolving 
industry standards and international conventions. More stringent environmental legislation or 
regulations are also expected to be enacted over time, either through the approval of new 
standards or stricter interpretations of existing laws and regulations. If the Company fails to comply 
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with applicable regulations, the Company may be subject to warnings, fines, embargoes, partial or 
total suspension of activities, cancellation of licenses and the revocation of authorizations or other 
restrictions on its development, construction, maintenance and sales activities, adversely affecting 
the Company's financial condition. If the legislation and regulations become more stringent in the 
future, the Company may also incur additional environmental compliance expenses and experience 
project delays or difficulty in obtaining all necessary licenses and permits. 

Regulatory initiatives relating to the protection of endangered or threatened species in Brazil 
could have an adverse impact on the Company’s and its customers’ ability to expand operations 

To the extent that protected species or species that will be protected in the future live in the areas 
where the Company or its customers operate, both the Company and its customers’ abilities to 
conduct or expand operations and construct facilities could be limited or be forced to incur material 
additional costs. The designation of previously unidentified endangered or threatened species or 
new critical or suitable habitat designations could indirectly cause the Company to incur additional 
costs, cause its future operations to become subject to operating restrictions or bans, and limit 
future development activity in affected areas. The designation of previously unprotected species as 
threatened or endangered or new critical or suitable habitat designations in areas where the 
Company or its customers might conduct operations could result in limitations or prohibitions on 
the Company’s future operations and could adversely impact its business. 

The Company is exposed to corruption risk and risks related to anti-corruption and anti-money 
laundering compliance in Brazil 

The oil industry in Brazil is deemed to be high risk from a corruption perspective, and the Company 
is therefore exposed to corruption risk. The Company is subject to anticorruption, anti-bribery, anti-
money laundering and sanctions laws and regulations, including but not limited to, Brazilian Federal 
Law No. 12,846/2013 (the Clean Company Act). The Clean Company Act imposes liability on 
companies that engage in bribery of government officials, either directly or through intermediaries. 
Although the Company is taking required precautions and has policies in place to mitigate any 
corruption risks, a failure by the Company to comply with such laws and regulations could result in 
criminal liability, administrative and civil lawsuits, significant fines and penalties, forfeiture of 
significant assets, as well as reputational harm.  

We are subject to risks associated with non-compliance with the Brazilian General Data 
Protection Law and may be adversely affected by the application of fines and other types of 
sanctions 

The Brazilian General Data Protection Law ("LGPD"), governs the collection, use, processing and 
storage of personal data in all economic sectors, and prescribes the rights of the data subjects, the 
legal bases applicable to the protection of personal data, the requirements for obtaining consent, 
the obligations and requirements relating to security incidents and leaks and data transfers, as well 
as authorization for the creation of the National Data Protection Authority (the "ANPD") the 
government agency responsible for ensuring compliance with data protection standards and for 
applying sanctions in case of breach of the LGPD. The LGPD came into force on September 18, 2020, 
except for articles 52, 53 and 54 of the LGPD, which address administrative penalties, which came 
into force on August 1, 2021.  

However, even prior to the entry into force of the above mentioned articles, non-compliance with 
any provisions in the LGPD already had certain risks, including (i) potential filings of individual or 
collective lawsuits claiming reparations for damages arising from violations based on the LGPD or 
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existing data protection legislation; and (ii) penalties under the Consumer Protection Code and the 
Brazilian Internet Law by consumer protection agencies, as these have already been applied before 
the LGPD and the organization of ANPD, particularly in cases of security incidents resulting in 
unauthorized access to personal data.  

With the entry into force of the LGPD’s penalties (since August 1, 2021), in the event we are not in 
compliance with the LGPD, we and our subsidiaries may be subject to sanctions, in an isolated or 
cumulative manner, of warning, incident disclosure, temporary blocking and/or deletion of 
personal data, and a fine of up to 2% of our, the group’s, or Brazilian conglomerate’s revenues, 
excluding taxes, or up to the global amount of BRL 50 million per infraction. In addition, we may be 
liable for material, moral, individual or collective damages caused and be considered jointly and 
severally liable for material, moral, individual or collective damages caused by us or our subsidiaries, 
due to non-compliance with the obligations set forth in the LGPD. 

Thus, failures in the protection of personal data processed by us, as well as the breach of any 
obligations provided for in the applicable legislation, may result in high fines, disclosure of the 
incident to the market, elimination of personal data from the database, and even a suspension of 
operations, which may negatively affect our reputation and results, and, consequently, the value 
of our Bonds. Unfavorable decisions on judicial or administrative proceedings related to the LGPD 
could result on a material adverse effect on us. 

Financial risks 

The Company will require a significant amount of cash to service current and future debt and 
sustain its operations and its ability to generate sufficient cash depends on many factors beyond 
its control 

The Company’s ability to make payments on, or repay or refinance, any debt and to fund working 
capital and capital investments will depend on its future operating performance and ability to 
generate sufficient cash. This depends on the success of its business strategy and on general 
economic, financial, competitive, market, legislative, regulatory, technical and other factors, many 
of which are beyond the Company’s control. The Company cannot assure that its business will 
generate sufficient cash flow from operations or that future debt and equity financings will be 
available to it in an amount sufficient to enable it to pay its debt or to fund its other liquidity needs. 
The Company cannot provide assurance that it will be able to refinance any debt, including the 
Bonds, on commercially reasonable terms or at all. There can be no assurance that any assets that 
the Company may elect to sell can be sold or that, if sold, the timing of such sale will be acceptable 
and the amount of proceeds realized will be sufficient to satisfy its debt service and other liquidity 
needs. 

If the Company is unsuccessful in any of these efforts, it may not have sufficient cash to meet its 
obligations, which could cause an event of default under any debt arrangements, including the 
Bonds, and could result in the debt being accelerated, lending reserves and certain bank accounts 
being frozen, enforcement of security and the Company and its subsidiaries being forced into 
bankruptcy or liquidation, which could result in an investor losing its investment in the Bonds in its 
entirety. 

The Company's financing agreements contain financial covenants which the Company could fail 
to meet 
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The Company primarily finances its operations through equity, own cash flow and interest-bearing 
debt and unsecured working capital facilities with Brazilian banks. 

The Company's financing arrangements contain certain covenants and general undertakings, which 
are customary in financing of this type, which impose restrictions on the Company's operations, 
and impose financial restrictions on the Company, as well as covenants that require specific actions 
from the Company.  

Any default or failure to comply with the covenants set forth in the Company's credit agreements 
may result in the acceleration of the Company's obligations under such agreements and 
enforcement of any collateral securing such agreements, which may materially adversely affect the 
Company. Any such default or failure to comply may also lead to stricter dividend restrictions being 
imposed by the lenders, which could have a negative effect on the Company's ability to meets its 
obligations under the Bond terms. 

The Company's assets are pledged as security under the financing agreements. Any failure by the 
Company to make debt repayments on a timely basis could cause an event of default under any of 
the financing arrangements and could result in enforcement of the securities, with the effect of the 
Company losing title to such assets, which would have a materially adverse effect on the Company 
and the Company's ability to meet its obligations under the Bond terms. 

The Company is exposed to currency risk 

The Company’s functional currency is BRL. The Company expects that most of the Company's 
revenues will be derived from sales of the products quoted in or with reference to USD and be 
subject to price fluctuations. On the other hand, the Company expects that a substantial part of the 
Company's costs will be denominated in BRL (Brazilian reais). Therefore, changes in exchange rates 
may result in losses or gains on the Company's net USD-denominated indebtedness and accounts 
receivable and fair value losses or gains on currency derivatives the Company uses to stabilize the 
Company's cash flow in USD. 

Movements in foreign exchange rates could negatively influence the Company’s cash flow and 
results. Factors such as significant volatility in currency prices may also result in disruption of foreign 
exchange markets, which could limit the Company's ability to transfer or to convert certain 
currencies into USD and other currencies for the purpose of making timely payments of interest 
and principal on the Company's indebtedness.  

Further, the Company may enter into hedging contracts with respect to both product prices and 
foreign exchange movements, which could represent financial expenses and, in the context of oil 
price fluctuations, may limit the Company's earning potential as a result of the hedging strategy 
executed (e.g., minimum and maximum price locks) and the Company may not necessarily earn the 
full potential of future increases in price. If the Company does not enter into hedging transactions, 
the Company may be more susceptible to reductions in product prices or exchange rate 
fluctuations. 

Macroeconomic Risks 

The Brazilian government exercises significant influence over the Brazilian economy and 
government actions may materially adversely affect the Brazilian market and the Company 

The presidency of Luiz Inácio Lula da Silva, who assumed office on 1 January 2023, may result in 
changes in Brazil's economic policies, including credit, monetary, tax and exchange policies, that 
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are adverse to the oil and gas industry, including annulment of transactions and/or agreements 
made under the Petrobras divestment program. Such changes may materially adversely affect the 
Company. 

In addition, uncertainty regarding the guidelines of economic policy may contribute to a lack of 
confidence and increased volatility in the Brazilian capital markets, as well as in the price of 
securities of Brazilian issuers, including the Company. It is not possible to predict with any certainty 
how the approval of any reforms, such as labor, social security, political and tax reforms, will impact 
on the Brazilian economy. Continuing political uncertainty may affect the approval of important 
measures and lead to reversals in expectations. 

It is difficult to foresee which measures may be adopted by the Brazilian government, or which 
measures (if and when implemented) may create instability in the Brazilian economy. For example, 
the deterioration in federal, state and municipal governments' fiscal results in recent years has led 
to an unprecedented increase in gross debt, as well as in the gross debt to gross domestic product 
ratio. In this environment, the government may encounter difficulty honoring its commitment to 
pass on to the Company the credit instalments deducted from the salaries of its employees, 
increasing the Company's provisions for credit in general. 

Due to the current political and economic instability in Brazil, there are substantial uncertainties in 
relation to future economic policies. Any changes in the regulations that govern the Company's sale 
of oil, for example, or continued policy uncertainty, may materially adversely affect the Company, 
and thereby on the Company's ability to fulfil its obligations under the Bond Terms as well as the 
market price and value of the Bonds. 

The Brazilian capital markets have experienced an increase in volatility on account of the 
uncertainties generated by corruption investigations, led by the Federal Public Prosecutor's Office 
and other authorities, and its impact on the Brazilian economy and political environment. Certain 
members of the federal executive and legislative branches, as well as senior officers of large state-
owned companies, have faced allegations of political corruption due to having allegedly accepted 
bribes in contracts awarded by the Brazilian government to various construction, infrastructure, oil 
and agribusiness companies. There can be no assurance that individuals directly or indirectly 
connected to the Company, including employees, executive officers, board members, suppliers, 
service providers, or subcontractors, are not or will not be involved in criminal investigations 
(whether or not related to corruption) that may adversely affect the Company's reputation, and 
thus also its financial condition, and, as a consequence, on the Company's ability to meet its 
obligations under the Bond Terms, as well as the market price and value of the Bonds. 

Brazil's credit ratings have been, and may be further downgraded, which may have a material 
adverse effect on the Company's funding costs 

Rating agencies regularly evaluate Brazil and its sovereign ratings based on a number of factors, 
including macroeconomic trends, physical and budgetary conditions, debt metrics and the prospect 
of changes in any of these factors. The rating agencies began to review Brazil's sovereign credit 
rating in September 2015, and subsequently, three major rating agencies downgraded Brazil's 
investment-grade status. As a result of Brazil losing its investment grade status with the three major 
rating agencies, the trading prices of debt and equity securities issued by Brazilian issuers were 
adversely affected. Any further downgrades of Brazil's sovereign credit rating could increase 
investors' risk perception and, consequently, may increase the Company's future borrowing costs 
and could have a material adverse effect on the Company's results of operations and financial 
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condition, and, as a consequence, on the Company's ability to fulfil its obligations under the Bond 
Terms, as well as the market price and value of the Bonds. 

Brazilian foreign exchange controls and regulations could restrict conversions and remittances 
abroad of the dividend payments and other shareholder distributions paid in Brazil in BRL arising 
from the Company's Brazilian subsidiaries  

Brazilian law provides that whenever there is a serious imbalance in Brazil's balance of payments 
or reasons to foresee such a serious imbalance, the Brazilian government may impose temporary 
restrictions on the remittance to foreign investors of the proceeds of their investments in Brazil. 
Such restrictions may hinder or prevent the Company from converting distributions, as the case 
may be, into USD and remitting such USD out of Brazil. Any BRL so held will be subject to devaluation 
risk against the USD. In addition, the likelihood that the Brazilian government would impose such 
restrictions may be affected by the extent of Brazil's foreign currency reserves, the availability of 
foreign currency in the foreign exchange markets on the date a payment is due and the size of 
Brazil's debt service burden relative to the economy as a whole. The Company cannot assure 
investors that the Brazilian Central Bank will not modify its policies or that the Brazilian government 
will not institute restrictions or delays on cross-border remittances. 

Adverse conditions in the global economy and disruptions in the financial markets could 
negatively affect the Company’s results of operations and financial condition 

Volatility and disruptions in the financial markets could limit the Company’s future customers’ 
ability to obtain adequate financing or credit to purchase and pay for its products, which would 
decrease future sales volume and increase the risk of non-payment by customers. Changes in 
governmental banking, monetary, and fiscal policies to restore liquidity and increase credit 
availability may not be effective. It is difficult to determine the extent of economic and financial 
market problems and the many ways in which they could negatively affect the Company’s future 
customers and business. In addition, if the Company is required to raise additional capital or obtain 
additional credit during an economic downturn, it could be unable to do so on favorable terms or 
at all.  
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ESG 

 

During the second quarter of 2026, PX Energy continued to advance its environmental 
recovery efforts, restoring approximately 4.4 hectares of newly impacted areas and conducting 
maintenance management and replanting across a further 24.1 hectares of previously mined areas. 
In total, 16,060 seedlings of 68 native species were used, reinforcing the Company's commitment 
to biodiversity, environmental recovery, and sustainability. 

As part of its environmental awareness initiatives, on June 5 PX Energy held an activity to 
commemorate World Environment Day at the Prefeito Durval Wolff do Amaral Municipal School in 
São Mateus do Sul (PR). During the event, the Company conducted the educational exercise "The 
Web of Life," which gave students a hands-on understanding of the connections between living 
beings and the elements of nature, reinforcing the importance of environmental preservation and 
ecosystem balance. 

On the social front, the Company carried out its 2026 Winter Clothing Drive (Campanha do 
Agasalho 2026), mobilizing employees to collect clothing and winter items for families in situations 
of social vulnerability. The donations were delivered, in partnership with the Programa das 
Vicentinas, to residents of Vila Bom Jesus, supporting efforts to assist local communities. 

PX Energy also reinforced its commitment to education, professional training, and closer 
ties between industry and society through the Conexão PX Energy Program. During the period, the 
Company hosted young participants from the Centro de Integração Empresa-Escola (CIEE), students 
from the Occupational Safety program at Colégio Estadual São Mateus, students from the State 
University of Western Paraná (Unioeste) – Francisco Beltrão Campus, and third-year secondary 
students from the Almirante Barroso Basic Education School in Canoinhas (SC). These technical 
visits gave participants the opportunity to learn about the Company's industrial processes, mining 
operations, environmental recovery initiatives, safety programs, and sustainability practices, 
contributing to the dissemination of knowledge and the development of future professionals. 

As of the end of the second quarter of 2027, the Company employed 206 direct workers, of 
whom 26% were women, 9.18% self-identified as mixed race (mestiços), and 1% as Black. 
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Non-IFRS and Other Financial Measures 

 Throughout this MD&A, the Company uses various non-IFRS and other financial measures 
to analyze operating performance and financial position. These non-IFRS and other financial 
measures do not have standardized meanings prescribed under IFRS and therefore may not be 
comparable to similar measures presented by other entities. 

Non-IFRS Financial Measures 

EBITDA 
 The Company believes that EBITDA is useful supplemental measure to enhance 
understanding of the results generated by the Company’s principal business activities prior to 
consideration of how those activities are financed, how the results are taxed, how the results are 
impacted by non-cash charges and charges that are irregular in nature or not reflective of PX 
ENERGY’s core operations. PX ENERGY calculates these adjustments to enhance comparability of 
this MD&A. EBITDA is used by the Company to determine PX ENERGY’s ability to pay debt, finance 
capital expenditures and provide for dividend payments to shareholders. 

 Three months ended June 30, Six months ended June 30, 

  2026 2025 2026 2025 

 
    

Net Income (Loss)  81,032  (38,630)  53,943  (16,109) 
(+) Income Tax and Social 

Contribution (27,779)  472  (7,076)  4,735  

(+) Financial result (32,707) (2,956) (1,121) (12,598) 
(+) Depreciation and Amortization  8,582   8,637   17,098   23,150  

EBITDA  29,128  (32,477)  62,844  (822) 
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Capital Expenditures 

 The Company utilizes capital expenditures to measure total cash capital expenditures 
incurred in the period. Capital expenditures represent Acquisitions of Property, Plant, and 
Equipment and Intangible Assets in the statement of cash flows in the Company’s interim financial 
statements. 

Adjusted Funds Flow Operations Reconciliaton 

Adjusted Funds Flow from Operations is a non-GAAP measure defined as cash flows from operating 
activities before changes in non-cash operating working capital and changes in non-cash contract 
liabilities. 

Non-IFRS Ratios 

Royalty Rate 

 Royalty Rate is a non-IFRS ratio used by management to better analyze the Company’s 
performance against prior periods on a more comparable basis. It is defined as Royalty Expenses 
divided by Total Sales and expressed as a percentage. 

Per BOE numbers 

 This MD&A can represent various results on a per BOE basis including sales per BOE, costs 
per BOE etc. These figures are calculated using sales volumes as indicated on the “Production” 
section. 
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Definitions 

 

 OCB1 is a designation given by Petrobras to specify fuel oils that, among other 
characteristics, have a maximum sulfur content of 1% by mass. The fuel oil must also have 
a maximum kinematic viscosity at 60°C of 620 mm²/s, a minimum flash point of 66°C, a 
maximum pour point of -6°C, and a maximum vanadium content of 150 mg/kg. 
 

 BBL, short for "barrel," is a unit of measurement commonly used in the oil industry to 
quantify the volume of crude oil and other petroleum products. One barrel (BBL) is 
equivalent to 42 U.S. gallons, or approximately 159 liters. 
 

 LPG, or Liquefied Petroleum Gas, is a versatile and widely used fuel composed primarily of 
propane and butane, which are hydrocarbons derived from natural gas processing and oil 
refining. At normal temperatures and pressures, LPG is a gas, but it can be easily liquefied 
under moderate pressure, making it convenient to store and transport 
 

 BOE, or Barrel of Oil Equivalent, is a unit of energy used in the oil and gas industry to 
standardize the measurement of energy content across different types of hydrocarbons, 
including crude oil, natural gas, and condensates. One BOE represents the amount of 
energy released by burning one barrel of crude oil, which is approximately 5.8 million British 
Thermal Units (BTUs) or about 1,700 kilowatt-hours. By converting various forms of energy 
into a common unit, BOE allows for the comparison and aggregation of oil, gas, and other 
hydrocarbon production, reserves, and consumption, providing a more comprehensive 
understanding of a firm's or country's energy assets. 
 
 


