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PETRODORADO ENERGY LTD.

CONSOLIDATED BALANCE SHEETS
(Expressed in U.S. Dollars)
(Unaudited)

Assets June 30, December 31,
2010 2009

Current Assets
     Cash and cash equivalents 24,833,500$    913,642$        
     Short-term investments 17,631,541     68,109,697     
     Accounts receivable 176,673          78,399            
     Share subscriptions receivable -                    124,936          
     Inventory (Note 3) 98,552            -                    
     Prepaid expenses and deposits 32,688            39,652            

42,772,954     69,266,326     

     Restricted cash and other receivables (Note 6) 11,949,852     1,800,397       
     Deposits on acquisition 242,000          1,882,000       
     Property, plant and equipment (Note 8) 22,358,467     5,699,419       

77,323,273$    78,648,142$    

Liabilities and Shareholders' Equity

Current Liabilities
     Accounts payable and accrued liabilities 758,922$        937,248$        
     Due to shareholders (Note 13) -                 395,220          

758,922          1,332,468       

Asset retirement obligations (Note 9) 144,272          -                 
903,194          1,332,468       

Shareholders' Equity
     Share capital (Note 10) 53,679,602     53,571,334     
     Warrants (Note 10) 23,005,408     23,010,776     

Contributed surplus (Note 10) 3,230,406       -                 

     Deficit (4,443,719) (214,818)
     Accumulated other comprehensive income (Note 3) 948,382          948,382          

(3,495,337) 733,564          
76,420,079     77,315,674     
77,323,273$    78,648,142$    

Commitments (Note 12)
Subsequent events (Note 15)
See accompanying notes to the consolidated financial statements
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PETRODORADO ENERGY LTD.

CONSOLIDATED STATEMENTS OF OPERATIONS, COMPREHENSIVE LOSS, AND DEFICIT
(Expressed in U.S. Dollars)
(Unaudited)

For the Three For the Six
Months Ended Months Ended
June 30, 2010 June 30, 2010

Revenue
Interest and other 59,717$            109,926$          

Expenses
General and administrative 641,586            1,143,635         
Business development expenses 270,542            270,542            
Foreign exchange loss (gain) 1,027,979         (314,615)
Stock-based compensation 705,893            3,230,406         
Amortization and accretion 4,527                 8,859                 

2,650,527         4,338,827         

Net loss and comprehensive loss for the period (2,590,810) (4,228,901)

Deficit, beginning of period (1,852,909) (214,818)

Deficit, end of period $    (4,443,719) $    (4,443,719)

Weighted average number of common shares outstanding 395,163,476    395,044,057    

Net loss per share - basic and diluted $             0.01 $             0.01

See accompanying notes to the consolidated financial statements
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PETRODORADO ENERGY LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in U.S. Dollars)
(Unaudited)

For the Three For the Six
Months Ended Months Ended

Cash flows provided by (used in): June 30, 2010 June 30, 2010
Operating activities

Net loss $    (2,590,810) $    (4,228,901)
Adjustments for:

Stock-based compensation 705,893           3,230,406       

Unrealized foreign exchange loss 1,111,394        222,383          

Amortization and accretion 4,527               8,859              
(768,996) (767,253)

Change in non-cash working capital
   Accounts receivable (28,589) (29,901)
   Prepaid expenses and deposits 1,446               6,964              
   Inventory (43,487) (43,487)
   Accounts payable and accrued liabilities 260,897 171,727

(578,729) (661,950)

Investing activities
Acquisition of petroleum and natural gas properties (1,218,933) (10,057,812)
Acquisition of office equipment (5,540) (20,888)
Short-term investments redeemed 9,555,266        50,480,963     
Acquisition of Holyw ell, net of cash received -                   (4,530,556)
Change in deposits on acquisition -                   (110,000)
Change in non-cash w orking capital (207,122) (247,031)

8,123,671        35,514,676     

Financing activities
Options and w arrants exercised for cash 16,562             102,900          
Receipt of share subscriptions receivable 57,346             124,936          
Repayment of amounts due to shareholders -                   (395,220)
Change in restricted cash and other receivables (10,149,455) (10,149,455)
Change in non-cash w orking capital (279,578) (390,839)

(10,355,125) (10,707,678)

Cash flow from operating, investing and financing activities (2,810,183) 24,145,048     
Effect of exchange rate on cash (339,945) (225,190)
Change in cash (3,150,128) 23,919,858     
Cash, beginning of period 27,983,628      913,642          
Cash, end of period 24,833,500$    24,833,500$   

Supplemental Disclosure:
Interest paid - -
Income taxes paid - -

Cash is defined as cash and cash equivalents
See accompanying notes to the consolidated financial statements
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Note 1   Nature of Business 
 
Petrodorado Energy Ltd. (formerly Cap-Link Ventures Ltd.) (the “Corporation”) was incorporated under 
the Canadian Business Corporations Act on May 25, 2005. On December 21, 2009, the Corporation 
acquired all of the issued and outstanding shares of Petrodorado Ltd. (“Petrodorado”) (see note 5), which 
has been accounted for as a reverse take-over. As a result, these consolidated financial statements 
reflect the financial position, operating results and cash flows of the legal subsidiary, Petrodorado. As 
Petrodorado was not incorporated until May 28, 2009 and did not commence operations until August 4, 
2009, there is no comparative information to present. 
 
The Corporation is a public oil and natural gas exploration company primarily engaged in exploration and 
development activities in Colombia, Peru and Paraguay. The Corporation’s head office is located in 
Calgary, Alberta, Canada and the Corporation’s shares are traded on the TSX Venture Exchange under 
the trading symbol PDQ.   
 
Note 2   Future Operations 
 
These consolidated financial statements have been prepared on the going concern basis in accordance 
with Canadian generally accepted accounting principles, which assumes that the Corporation will 
continue in operation for the foreseeable future and be able to realize its assets and discharge its 
liabilities and commitments in the normal course of business. 
 
The Corporation's oil and gas interests are principally in the pre-production stage and the Corporation has 
not yet determined whether its petroleum and natural gas properties contain reserves that are 
economically recoverable. Accordingly, the recoverability of amounts recorded as petroleum and natural 
gas properties is dependent upon the existence and discovery of economically recoverable oil and gas 
reserves, confirmation of the Corporation’s interests in the properties, the political stability of Colombia, 
Peru and Paraguay and the ability of the Corporation to secure adequate sources of financing to fund the 
development of its assets and put them into production and then achieving future profitable operations. 
 
The outcome of these matters cannot be predicted with certainty at this time which could raise doubt 
about the going concern assumption. If the going concern assumption were not appropriate for these 
consolidated financial statements, adjustments to the amounts and classification of assets and liabilities 
would be necessary. 
 
Note 3   Significant Accounting Policies and Basis of Presentation 
 
The unaudited interim consolidated financial statements of the Corporation have been prepared by 
management in accordance with Canadian generally accepted accounting principles. The interim financial 
statements have been prepared following the same accounting policies and methods of computation as 
the audited financial statements of the Corporation for the period from incorporation on May 28, 2009 to 
December 31, 2009, except for the change in reporting currency and foreign currency translation and the 
adoption of an inventory accounting policy as noted below. These consolidated financial statements 
include the accounts of the Corporation and its wholly-owned subsidiaries Petrodorado Ltd. and 
Petrodorado South America S.A., (formerly Holywell Resources S.A.). All intercompany transactions and 
balances have been eliminated. Certain information and disclosures normally required in the notes to the 
annual financial statements have been condensed or omitted and therefore these interim financial 
statements and notes thereto should be read in conjunction with the audited financial statements for the 
period ended December 31, 2009. Unless otherwise indicated, all financial amounts are reported in 
United States dollars. 
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Reporting currency and foreign currency translation 
 
Effective January 1, 2010, the Corporation changed its reporting currency from Canadian dollars to the 
United States dollar, as the Corporation anticipates that the majority of its future income stream and 
sources of new capital and financing will be denominated in United States dollars.  
 
Effective January 1, 2010, the Corporation reclassified all entities within the corporate group from 
integrated to self-sustaining foreign operations. Accordingly, all entities now use the United States dollar 
as their functional currency. This change was made due to significant changes in facts and circumstances 
as follows: 
 

1. The Corporation acquired 100% of the issued and outstanding shares of Holywell Resources S.A. 
(“Holywell”) on February 1, 2010. The Corporation expects to conduct all of its future Colombian 
operations through Holywell. The Holywell acquisition was in United States dollars with future 
operating activity in the company anticipated to be also in US dollar currency. 

2. The vast majority of the Corporation’s expenditures, commencing in the first quarter were 
transacted in US dollars and even a greater percentage will be conducted in US dollars in the 
future, as the US dollar is the predominant currency in South America. 

3. It is anticipated that future petroleum and natural gas revenues from recent and future drilling will 
be denominated in US dollars. 

4. As a greater percentage of expenditures will be in US dollars the Corporation will pursue sources 
of new capital in the same US dollar currency. 
 

The Corporation prospectively adopted the current rate method of foreign currency translation as of 
January 1, 2010. Under this method revenues and expenses are translated using the average exchange 
rates for the applicable period, assets and liabilities are translated using the exchange rates in effect on 
the balance sheet dates, and shareholder’s equity is translated using historical rates in effect at the date 
of each transaction. Resulting exchange differences are reported as a separate component of other 
comprehensive income. 
 
For the period ended December 31, 2009, the Corporation recorded $948,382 as an adjustment to 
opening accumulated other comprehensive income. This amount is the result of the prospective adoption 
of the current rate method for currency translation of the accounts of the Corporation’s reclassified self-
sustaining foreign operations, adoption of the US dollar as functional currency for the parent entity and 
the change in reporting currency from Canadian to United States dollars. 
 
As the functional currency of the parent and all other subsidiaries and related entities is the US dollar, 
there is currently anticipated to be no further translation gains or losses to be recognized through 
accumulated other comprehensive income. Further, transactions occurring within the parent, subsidiaries 
and other related entities in currencies other than US dollars will be translated such that monetary assets 
and liabilities are translated at the period end exchange rates and revenues and expense are translated 
using average period exchange rates. All of the other assets and liabilities are recorded at historical rates. 
Translation gains or losses are included in income or expense in the period they occur.   
 
Inventory 
 
The Corporation recognizes crude oil inventory held in storage tanks. They are valued at the lower of 
costs and net realizable value. Cost is determined on a first-in, first-out basis and relates to the direct cost 
of production on an actual basis. Crude oil inventory of $98,552 has been recognized on the balance 
sheet with no amounts recognized in expenses during the six months ended June 30, 2010. 
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Note 4   Acquisition of Holywell Resources S.A. 
 
On February 1, 2010, the Corporation acquired all of the issued and outstanding shares of Holywell from 
a private vendor. The assets of Holywell principally included an undivided 20% working interest in the 
Buganviles block located in the upper Magdalena Valley in central Colombia. The aggregate purchase 
price was $6,334,000, with deposits of $1,750,000 paid to December 31, 2009 towards this purchase and 
the balance of $4,584,000 paid in full, upon closing.   
 
The results of Holywell have been included in the accounts of the Corporation commencing February 1, 
2010. The transaction was accounted for using the purchase method of accounting. The fair values 
assigned to the net assets and liabilities and consideration paid are as follows: 
 
Net assets acquired at fair value

Cash and cash equivalents 53,444$               
Accounts receivable 68,373                 
Property, plant and equipment 6,500,000             
Accounts payable and accrued liabilities (287,817)

6,334,000$           

Consideration
Cash 6,334,000$            

 
The above amounts are estimates based on information available at the time of the preparation of these 
consolidated financial statements. Accordingly, these amounts are subject to change as cost estimates and 
values are finalized. 
 
Note 5   Acquisition of Petrodorado 
 
On December 21, 2009, the Corporation acquired all of the issued and outstanding shares of Petrodorado 
Ltd. As consideration, the Corporation issued 124,999,978 common shares.  
 
The transaction was recorded as a reverse take-over transaction that does not constitute a business 
combination, and accordingly has been accounted for as though Petrodorado Ltd. acquired the 
Corporation using the purchase method of accounting. As a result, these consolidated financial 
statements reflect the financial position, operating results and cash flows of the legal subsidiary 
Petrodorado Ltd. The results of the Corporation have been included commencing December 21, 2009. 
The number of common shares outstanding are those of the Corporation, the legal parent. 
 
The purchase cost and the allocation of costs to Corporation’s assets and liabilities are as follows: 
 
Net assets acquired at fair value

Cash and cash equivalents 1,836,072$           
Short-term investments 231,255               
Accounts receivable 48,468                 
Prepaid expenses and deposits 135,827               
Accounts payable and accrued liabilities (5,910)

2,245,712$           

Consideration
Share capital 2,245,712             

2,245,712$           
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The above amounts are estimates based on information available at the time of the preparation of these 
consolidated financial statements. Accordingly, these amounts are subject to change as cost estimates 
and values are finalized. 
 
Note 6   Restricted Cash and Other Receivables 
 
On June 12, 2009, the Corporation entered into a joint farm-in participation agreement with an unrelated 
company (the La Maye Operator) to earn a 20% working interest in four wells in the La Maye Block in the 
country of Colombia. This agreement required Petrodorado to advance $3,500,000 into an escrow 
account. Petrodorado authorizes draws on this escrow account as certain development milestones are 
met. As at June 30, 2010, $2,702,603 had been drawn from this account, leaving $797,397 (December 
31, 2009 - $1,800,397) in this escrow account.  Also included in this balance are other receivable 
amounts of $1,003,000 due from the La Maye Operator (December 31, 2009 - $NIL). 
 
On June 14, 2010, the Corporation announced the signing of a farm-in agreement with ONGC Videsh Ltd. 
(“ONGC”) for a 30% participating interest in the CPO-5 Block of Colombia.  As partial consideration for 
the 30% interest, the Corporation agreed to establish an escrow account for $7,200,000. The escrowed 
funds will be used to satisfy the obligations of the Corporation respecting certain seismic expenditures on 
the CPO-5 block.  
 
The Corporation advances monies to partners as set out in joint venture agreements for resource development. 
As at June 30, 2010, the Corporation has advanced $2,949,455 (December 31, 2009 - $NIL). 
 
Note 7 Credit Facility 
 
The Corporation has a $5 million revolving demand loan facility (the “Credit Facility”) with a Canadian 
chartered bank (the “Lender”). The Credit facility is available by way of account overdraft in US dollars or 
by letters of credit up to $4.8 million.  As at June 30, 2010, no overdrafts were drawn or letters of credit 
were outstanding under this Credit Facility.  Any outstanding amounts will bear interest at the Lender’s 
U.S. base rate plus an applicable margin.  The Credit Facility is secured by security agreement over cash, 
credit balances and deposit instruments in the amount of $5 million. On July 7, 2010, a letter of credit for 
$4.8 million was issued under the credit facility to guarantee the Corporation’s drilling obligations with 
ONGC on the CPO-5 block in Colombia. 
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Note 8 Property, Plant and Equipment 

Accumulated
Depletion and Net Carrying

As at June 30, 2010 Cost Amortization Amount
Petroleum and natural gas properties 

including production equipment 22,376,838$   55,065$          22,321,773$ 
Office equipment 41,796           5,102             36,694         

22,418,634$   60,167$          22,358,467$  
Accumulated
Depletion and Net Carrying

As at December 31, 2009 Cost Amortization Amount
Petroleum and natural gas properties 

including production equipment 5,680,304$     -$                   5,680,304$   
Office equipment 20,908           1,793             19,115         

5,701,212$     1,793$            5,699,419$    
At June 30, 2010, petroleum and natural gas properties included undeveloped properties of $16,058,389 
(December 31, 2009 - $5,680,304) which have been excluded from the depletion calculation. Future 
development costs of $2,387,000 (December 31, 2009 – nil) for proved reserves have been included in 
the depletion calculation. For the six months ended June 30, 2010 depletion expense of $55,065 has 
been included in inventory. 
 
Note 9   Asset Retirement Obligations 
 
The Corporation’s asset retirement obligations result from ownership interests in petroleum and natural 
gas assets, including well sites, gathering systems and processing facilities.  The Corporation estimates 
the total undiscounted amount of cash flows required to settle its asset retirement obligation at June 30, 
2010 to be $247,500, which will be incurred in approximately 20 years.  The fair value of the asset 
retirement obligations incurred in the period ended June 30, 2010 was calculated using an average credit-
adjusted risk free rate of 8% and an average inflation factor of 5%.  Settlement of the obligations will be 
funded from general corporate funds at the time of retirement or removal.  As at June 30, 2010, no funds 
have been set aside to settle these obligations.  Changes to asset retirement obligations during the period 
were as follows: 

June 30, December 31,
2010 2009

Balance, beginning of period -$                 -$                 
Liabilities incurred during the period 138,722            -                   
Accretion expense 5,550               -                   
Balance, end of period 144,272$          -$                 
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Note 10   Share Capital 
 
a) Authorized 

Unlimited common shares 
 
b) Issued 

Common shares 
Number of 
Common  
Shares Amount

Balance, May 28, 2009 -                    -$                   
   Initial private placement for cash (i) 4,650,000      46,663            
   Stock split (ii) 27,900,000     -                     
   Shares issued for preferred shares (ii) 3,750             3,763,073        
   Private placement for cash (iii) 12,918,000     1,803,611        
   Private placement for cash (iv) 8,171,428      2,706,704        
   Share issue costs -                    (5,921)

53,643,178     8,314,130        
Petrodorado Energy Ltd. shares outstanding 54,933,333     
   Issued pursuant to acquisition (Note 5) (v) 124,999,978   2,245,712        
   Private placement for cash (vi) 214,285,000   46,111,989      
   Share issue costs -                    (3,100,497)
Balance, December 31, 2009 394,218,311   53,571,334      

Options exercised 910,000         86,338            
Warrants exercised for cash 50,000           16,562            
Transfer of assigned fair value from warrants 5,368              

Balance, June 30, 2010 395,178,311   53,679,602$    

 
Common Shares Issued: 

 
(i) On August 4, 2009, Petrodorado Ltd. issued, pursuant to its initial private placement equity offering 

3,750,000 preferred shares at $1.00 per share and 4,650,000 common shares at $0.01 per common 
share.  

 
(ii) On October 20, 2009, Petrodorado split the common shares such that each common shareholder 

received 7 common shares for every 1 common share they held on that date. The preferred shares 
were also converted to common shares such that each preferred shareholder received 0.001 of a 
common share for each preferred share they held. 

  
(iii) On November 2, 2009, Petrodorado issued, pursuant to a private placement equity financing, a total 

of 12,918,000 common shares at a price of CDN $0.15 per share for gross proceeds of CDN 
$1,937,700 (US $1,803,611). 

 
(iv) On November 9, 2009, Petrodorado issued, pursuant to a private placement equity financing, a total 

of 8,171,428 common shares at a price of CDN $0.35 per share for gross proceeds of CDN 
$2,860,000 (US $2,706,704). 

 
(v) On December 21, 2009, the Corporation acquired all of the issued and outstanding shares of 

Petrodorado (see note 5).  
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(vi) On December 3, 2009, the Corporation issued 214,285,000 subscription receipts at an issue price of 
CDN $0.35 per subscription receipt for gross proceeds of CDN $75,000,000 (US $70,792,264).  
Each subscription receipt entitled the holder to receive one unit of the Corporation without payment 
of any additional consideration, on satisfaction of certain conditions.  Each unit was comprised of one 
common share of the Corporation and one common share purchase warrant.  Each whole warrant 
entitled the holder to purchase one common share of the Corporation at a price equal to CDN $0.35 
per share, until December 21, 2012.  The Corporation has the right to accelerate the expiry date of 
the warrants to 30 days from the date of notice when and if the 20 day volume weighted average 
price of the Corporation’s common shares has become equal to, or greater than, CDN $0.90 per 
share.   

 
Upon closing of the Petrodorado Ltd. acquisition on December 21, 2009, the subscription receipts 
were converted to units. The Corporation has allocated the total proceeds of CDN $74,999,750 (US 
$70,792,264) to share capital of US $46,111,989 and warrants of US$24,680,275. The warrant fair 
value was determined based on a Black-Scholes option pricing model (see note 10 (c)). The issue 
costs on the private placement totaling $5,053,496 (US $4,756,760) were also allocated to share 
capital of US $3,087,261 and warrants of US$1,669,499. 

 
c) Warrants 

 
A summary of the changes in share purchase warrants is presented below:   
 

Number of 
Warrants Amount

Balance, May 28, 2009 - -$                    
     Private Placement (i) 214,285,000    24,680,275      
     Warrant issue costs -                    (1,669,499)
Balance, December 31, 2009 214,285,000    23,010,776      
     Warrants exercised (50,000) (5,368)
Balance, June 30, 2010 214,235,000    23,005,408$      

 
 
(i) Pursuant to the private placement of units discussed in note 10 (b), the Corporation issued 

214,285,000 common share purchase warrants. The warrants are exercisable immediately at a price 
of CDN $0.35 per share until December 3, 2012.  

 
The warrants were allocated a value using the Black-Scholes option pricing model to estimate the fair 
value with the following weighted average assumptions: 
 
 

Risk-free interest rate 1.36%
Expected dividend yield 0%
Expected stock price volatility 50.00%
Expected warrant lives 3 years
Weighted average fair value of warrant granted 0.122$             

 
d) Stock Options 
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The Corporation has adopted a formal rolling stock option plan whereby options can be granted from 
time to time to directors, employees and consultants at the discretion of the Board of Directors.  The 
number of options that can be granted is limited to 10% of the total shares issued and outstanding.   
 
A summary of the changes in stock options is presented below: 
 

Number of 
Options

Weighted 
Average 

Exercise Price 
(CDN$)

Balance, May 28, 2009 -                    -$                
     Outstanding at the date of acquisition (i) 910,000          0.10$              
Balance, December 31, 2009 910,000          0.10$              

Options exercised (910,000) 0.10$              
Options issued (ii) 28,000,000     0.49$              

Balance, June 30, 2010 28,000,000     0.49$              

Exercisable, June 30, 2010 9,333,333       0.49$              

 
(i) On the date of acquisition, there were 910,000 stock options outstanding that were a continuation of 

the Corporation’s stock option plan. The options were all exercisable at a price of CDN $0.10 per 
share and were set to expire on March 21, 2010. All 910,000 options were exercised during the six 
months ended June 30, 2010. 

 
(ii) On January 31, 2010, the Corporation granted 28,000,000 stock options to its directors, officers, key 

employees and consultants at a price of CDN $0.49 per common share. The options are for a five 
year term, expiring on January 31, 2015 and vest one-third on the date of grant and one-third on the 
first anniversary date and one-third on the second anniversary date from the grant date. 

 
The options were allocated a value using the Black-Scholes option pricing model to estimate the fair 
value with the following weighted average assumptions: 
 
 

Risk-free interest rate 2.48%
Expected forfeiture rate 10.00%
Expected dividend yield 0%
Expected stock price volatility 60.00%
Expected option life 5 years
Weighted average fair value of options granted (US$0.243) 0.259$              

 
During the three and six months ended June 30, 2010, the Corporation recognized $705,893 and $3,230,406 of 
stock-based compensation expense that is recorded as contributed surplus. 
 
Note 11 Financial Instruments 
 
Credit risk 
 
Credit risk reflects the risk of loss if counterparties do not fulfill their contractual obligations. A substantial 
portion of the Corporation’s revenues will be derived from customers and joint venture partners in the oil 
and gas industry and will be subject to normal industry credit risks in the countries in which the 
Corporation will operate. For oil and natural gas sales, the Corporation follows a risk procedure whereby 
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counterparties are reviewed on a regular basis and the Corporation attempts to transact with only 
counterparties management has had previous experience with. As at June 30, 2010 the Corporation has 
$7,200,000 and $797,397 in restricted cash towards development activity in the CPO-5 Block and La  
 
Maye block in Columbia, respectively. The Corporation has mitigated this risk by being the only authority 
who can authorize draw downs on this account by third parties. To date, the Corporation has not 
experienced any credit loss in the collection of accounts receivable. The Corporation does not have an 
allowance for doubtful accounts and does not consider any of its receivables past due. 
 
Cash and cash equivalents consist of cash bank balances and short-term deposits maturing in less than 
90 days. The carrying amount of cash and cash equivalents, short-term investments, accounts 
receivable, restricted cash and other receivables represent the maximum credit exposure. The 
Corporation manages the credit risk exposure related to cash and cash equivalents and short-term 
investments by selecting counterparties based on credit ratings and by avoiding complex investment 
vehicles with high risk such as asset-backed commercial paper.  
 
Liquidity risk 
 
Liquidity risk is the risk that the Corporation will not be able to meet its financial obligations as they 
become due and describes the Corporation’s ability to access cash. The Corporation’s approach to 
managing liquidity is to ensure, as far as possible, that it will have sufficient cash resources in order to 
finance operations, fund capital expenditures, and to repay debt and other liabilities of the Corporation as 
they come due, without incurring unacceptable losses or risking harm to the Corporation’s reputation. The 
Corporation’s processes for managing liquidity risk include preparing and monitoring capital and operating 
budgets, coordinating and authorizing project expenditures, and authorization of contractual agreements. The 
Corporation seeks additional financing based on the results of these processes. The budgets are updated 
when required as conditions change. 
 
The Corporation has exploration commitments in Latin America as described in Note 12. Petrodorado 
anticipates no restrictions in respect of funding these contracted and/or anticipated exploration programs. 
The Corporation’s contractual obligations consist of accounts payable and accrued liabilities which are 
considered current in nature and due within one year. 
 
Market risk 
 
Market risk is the risk or uncertainty that changes in price, such as commodity prices, foreign exchange 
rates, and interest rates will affect the Corporation’s net earnings and the value of financial instruments. 
The objective of market risk management is to manage and control market risk exposures within 
acceptable limits, while maximizing returns. From time to time, the Corporation may utilize financial 
derivate contracts to manage market risks in accordance with the risk management policy that has been 
approved by the Board of Directors.  
 
Commodity price risk is the risk that the fair value of the future cash flows will fluctuate as a result of 
changes in commodity prices. Commodity prices for petroleum and natural gas are impacted by not only 
the relationship between the Canadian and United states dollar, but also by world economic events that 
dictate the levels of supply and demand. There were no financial contracts or embedded derivatives 
outstanding at June 30, 2010. 
 
Foreign currency risk is the risk that the fair value of future cash flows will fluctuate as a result of changes 
in foreign currency exchange rates. Some of the Corporation’s business transactions and commitments 
occur in currencies other than U.S. dollars. A portion of the Corporation’s oil and natural gas activities in 
Colombia transact in Colombian Peso (COP$). In addition, the majority of the Corporation’s financing and 
administrative costs will be based in Canadian dollars, or COP$ and paid in Canadian dollars or COP$. 
Therefore, the Corporation is exposed to the risk of fluctuations in foreign exchange rates between U.S. 
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dollars, COP$ and Canadian dollars. As at June 30, 2010 and December 31, 2009, the Corporation had 
not entered into any foreign currency derivatives to manage its exposure to currency fluctuations. 
 
 
 
The impact to the net loss and comprehensive loss for the period had the US$ to CDN$ rate exchange 
changed by 1 cent would amount to $254,449 and the impact to the net loss and comprehensive loss for 
the period had the US$ to COP$ rate exchange changed by 1 cent would amount to $41,903. 
 
Interest rate risk 
 
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in prevailing market 
interest rates.  The Corporation is exposed to interest rate risk on its cash and cash equivalents and 
short-term investments that have a floating interest rate.  Fluctuations of interest rates for the period 
ending June 30, 2010 would not have had a significant impact on the consolidated financial statements. 
 
Note 12   Commitments  
 
COMMITMENT SUMMARY 
 
A summary of the estimated capital commitments in millions are as follows: 

Petrodorado Initial Spent
Block/Country Interest Commitment To date 2010 2011 2012

La Maye, Colombia (1) 20% 3.5               1.7            1.0          0.4             0.4            

Buganviles, Colombia (2) 49.5% 9.1               6.3            2.8          -               -            

Moriche, Colombia (3) 49.5% 5.5               5.8            -           -               -            

Talora, Colombia (4) 55% 5.9               5.9            -           -               -            

Tacacho, Colombia (5) 49.5% 8.0               0.4            0.6          7.0             -            

CPO-5, Colombia (6) 30.0% 6.6               0.6            3.6          2.4             -            

Block 135, Peru (7) 45% 10.0             -              -           10.0           -            

Block 138, Peru (8) 45% 8.0               -              8.0          -               -            

Total 56.6             20.7           16.0        19.8           0.4            

Remaining

 
1) Petrodorado has funded an escrow account for $3.5 million for a third party to drill, test and 

complete four exploration wells. The remaining balance in the escrow account is $797,000 as at 
June 30, 2010.  Petrodorado also has a receivable of $1,003,000 due from the La Maye Operator 
to be satisfied by expenditures to be made by the La Maye Operator on the La Maye Block on 
Petrodorado’s behalf. 
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2) Initial commitment includes the purchase Holywell in February 2010 and the cost to drill one 
exploration well.  The Holywell purchase was completed during the first quarter of 2010 and the 
first exploration well is scheduled to be drilled during the third quarter of 2010. 
 

3) Initial commitment includes the cost to drill, test and complete one oil exploration well. The well 
was drilled, completed and tested in February 2010 and was placed on production on June 18, 
2010. 

4) Net commitment includes amounts to purchase a 55% interest in the Talora Block, achieve 
operatorship status for Petrodorado, acquire and process 120 km of 2D seismic data and drill one 
exploratory well. 

5) Petrodorado to pay 100% of costs to acquire and process 480 km of 2D seismic data (up to a 
maximum of US$8 million). 

6) Includes Petrodorado’s 30% share of ANH Phase I commitments on the CPO-5 Block.  
7) Petrodorado to pay 45% of the second exploration phase of the block. The Commitment amount 

represents currently budgeted cost to gather and process 525 km of seismic data. 
8) Petrodorado to pay 45% of the second exploration phase of the block. The Commitment amount 

represents currently budgeted cost to acquire and process 100 km of seismic data. 
 
The expenditures provided in the above table represent the Corporation’s estimated cost to satisfy 
contract requirements.  Actual expenditures to satisfy these commitments, initiate production or create 
reserves may differ from these estimates. 
 
Note 13   Related Party Transactions 
 
During the three months ended March 31, 2010, the Corporation repaid advances from the President of the 
Corporation, and two companies who are minority shareholders of the Corporation, in the amounts of 
$95,220, $150,000 and $150,000, respectively.  
 
Note 14  Segmented Information  
 
The Corporation defines its reportable segments based on geographical locations and the information for 
this is reported in the following tables for the three and six month periods ended June 30, 2010. 
 
For the three months ended June 30, 2010. 
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Canada Columbia Paraguay Peru Total

Interest and Other Revenue 59,717$          -$              -$        -$        59,717$          

Expenses
General and administrative 512,559          129,027         -          -         641,586          
Business development expenses 160,498          110,044         -          -         270,542          
Foreign exchange gain 1,080,208       (52,229) -          -         1,027,979       
Stock-based compensation 705,893          -                -          -         705,893          
Amortization and accretion 1,753             2,774            -          -         4,527             

2,460,911       189,616         -          -         2,650,527       
-                 

Net loss for the period $   (2,401,194) $   (189,616) -$        -$        $   (2,590,810)

Assets, June 30, 2010 52,023,775$   25,159,124$  137,766$ 2,608$    77,323,273$   

Additions to property, plant
 and equipment 8,375$           1,095,026$    121,072$ -$        1,224,473$     
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For the six month period ended June 30, 2010. 
 

Canada Columbia Paraguay Peru Total

Interest and Other Revenue 109,926$        -$              -$        -$        109,926$        

Expenses
General and administrative 945,519          198,116         -          -         1,143,635       
Business development expenses 160,498          110,044         -          -         270,542          
Foreign exchange gain (262,386) (52,229) -          -         (314,615)
Stock-based compensation 3,230,406       -                -          -         3,230,406       
Amortization and accretion 3,311             5,548            -          -         8,859             

4,077,348       261,479         -          -         4,338,827       
-                 

Net loss for the period $   (3,967,422) $   (261,479) -$        -$        $   (4,228,901)

Additions to property, plant
 and equipment 21,914$          16,574,436$  121,072$ -$        16,717,422$   

Note 15   Subsequent Events 
 
On July 19, 2010 the Corporation and Loon Energy Corporation ("Loon") announced the signing of a non-
binding letter of intent dated July 15, 2010 (the "Letter Agreement"), pursuant to which, subject to the 
entering into of a definitive agreement (the "Definitive Agreement") and certain other conditions, the 
parties propose for the acquisition of all of the outstanding shares of Loon (the "Proposed Transaction") 
by the Corporation. 
 
The Proposed Transaction is an arm's length transaction pursuant to which shareholders of Loon ("Loon 
Shareholders") would be entitled to receive common shares of the Corporation (the "Acquisition Shares") 
based upon an exchange ratio of five (5) common shares of Loon for each one (1) common share of the 
Corporation. The Corporation would issue approximately 19,200,000 Acquisition Shares to Loon 
Shareholders under the Proposed Transaction. In addition, with respect to Block 127 in Peru owned by 
Loon, the Corporation has agreed to issue additional Acquisition Shares (the "Performance Shares") 
equal to a value of $3,000,000 upon the occurrence of the following: 
 
(a) $1,500,000 of Performance Shares upon completion of 300 km of 3D seismic; and 
(b) $1,500,000 of Performance Shares upon spud of the initial well. 
 
The Performance Shares would be issued at the 10 day weighted average trading price of Petrodorado's 
common shares immediately prior to each of the occurrences listed above.  


