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Varel Oil and Gas, Inc. 
Consolidated Statements of Financial Position 
As of June 30, 2026 and December 31, 2025 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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Varel Oil and Gas, Inc. 
Consolidated Statements of Comprehensive Income (Loss)                               
Three and Six Months Ended June 30, 2026 and 2025 

The accompanying notes are an integral part of these consolidated financial statements. 
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Varel Oil and Gas, Inc. 
Consolidated Statements of Changes in Equity 
Six Months Ended June 30, 2026 and 2025 

The accompanying notes are an integral part of these consolidated financial statements. 
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Varel Oil and Gas Inc. — Consolidated Statement of Changes in Equity
(in thousands of U.S. dollars)

Shares Outstanding 
Amount (par value 

$0.01)

Share 
Premium

Accumulated 
Deficit

Accumulated Other 
Comprehensive 

Income

Equity Attributable 
to Owner of Varel

Noncontrolling 
Interests

Total 
Equity

Balance at December 31, 2025                                1,000              463,873           (436,861)                                      8,852                          35,864                   (4,381)        31,483 
Loss for the period                                       -                            -               (10,014)                                             -                          (10,014)                         (48)      (10,062)
Other comprehensive income                                       -                            -                           -                                           338                                338                             -                338 
Other                                       -                            -                        615                                             -                                  615                       (145)              470 
Balance at June 30, 2026                                1,000              463,873           (446,260)                                      9,190                          26,803                   (4,574)        22,229 

(in thousands of U.S. dollars)
Shares Accumulated Equity

Outstanding Other Attributable to
Amount Share Accumulated Comprehensive Owner of Noncontrolling

(par value $0.01) Premium Deficit Income Varel Interests Total Equity
Balance at December 31, 2024 1,000 463,873 (412,148) 8,009 59,734 (3,196) 56,538
Profit for the period - - (4,735) - (4,735) 144 (4,591)
Other comprehensive loss - - - 906 906 - 906
Acquisition of noncontrolling interest - - - - - - -
Other - 86                (127) 551              510 - 510

Balance at June 30, 2025 1,000            463,959$      (417,010)$     9,466$          56,415$        (3,052)$         53,363$        



Varel Oil and Gas, Inc. 
Consolidated Statements of Cash Flows 
Six Months Ended June 30, 2026 and 2025 

The accompanying notes are an integral part of these consolidated financial statements. 
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Varel Oil and Gas, Inc. 
Notes to Consolidated Financial Statements 
June 2026 Half-yearly Report 

(tables in thousands of U.S. dollars, except for share and per share amounts) 

 

The accompanying notes are an integral part of these consolidated financial statements. 
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1. Nature of Operations 

Varel Oil and Gas, Inc. (“Varel” or the “Company”) was founded in 2019 as a Delaware corporation 
domiciled in the United States of America (“U.S.”). The Company is a wholly owned subsidiary of 
Varel Oil and Gas Intermediate Holdings, Inc. (“Parent” or “VOGIH”), which is also incorporated and 
domiciled in the United States. The Parent is a wholly owned subsidiary of Varel Oil and Gas 
Holdings, Inc. (“Ultimate Parent”), which is also incorporated and domiciled in the United States 

Varel primarily designs, manufactures, and supplies products and solutions to the drilling, well 
construction, cementing, completion, and downhole technology sectors within the energy industry. 
The Company provides both product sales and rental solutions and serves customers globally across 
key markets in North America, Latin America, Europe, Asia, and the Middle East. 

 

2. Summary of Material Accounting Policies 

Basis of Presentation 
The condensed consolidated interim financial statements of the Company have been prepared in 
accordance with International Financial Reporting Standards ("IFRS Accounting Standards") as 
issued by the International Accounting Standards Board ("IASB").  
 
The interim report does not include all of the information and disclosures required for a complete set 
of annual consolidated financial statements and should be read in conjunction with the Company's 
Annual Report for the year ended December 31, 2025. The accounting policies applied in these 
condensed consolidated interim financial statements are consistent with those applied in the 
preparation of the Company's consolidated financial statements for the year ended December 31, 
2025.  
 
The condensed consolidated interim financial statements have been prepared in accordance with 
IAS 34, Interim Financial Reporting. The interim financial statements are unaudited. 

 
The Annual Report for 2025 is available at www.varel.com  
 
 

3. Judgments, Estimates and Assumptions 
 

In applying the Company's accounting policies, management makes judgments, estimates, and 
assumptions that affect the reported amounts of assets, liabilities, revenues, and expenses. These 
estimates and judgments are continually evaluated and are based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the 
circumstances. Revisions to accounting estimates are recognized in the period in which the estimate 
is revised if the revision affects only that period, or in the period of the revision and future periods if 
the revision affects both current and future periods.  
 
The preparation of condensed consolidated interim financial statements in conformity with IFRS 
Accounting Standards requires management to make judgments, estimates, and assumptions that 
affect the application of accounting policies and the reported amounts of assets, liabilities, revenues, 
expenses, and related disclosures. Actual results may differ from these estimates. Significant 
estimates and judgments are reviewed on an ongoing basis, and changes are recognized 
prospectively as appropriate.  



Varel Oil and Gas, Inc. 
Notes to Consolidated Financial Statements 
June 2026 Half-yearly Report 

(tables in thousands of U.S. dollars, except for share and per share amounts) 

 

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

8 

 
In preparing these condensed consolidated interim financial statements, the significant judgments 
made by management in applying the Company's accounting policies and the key sources of 
estimation uncertainty were consistent with those applied in the consolidated financial statements as 
of and for the year ended December 31, 2025. These estimates and judgments include, but are not 
limited to, impairment assessments of long-lived assets and goodwill, inventory valuation, income 
taxes, lease accounting, and the determination of useful lives for property, plant and equipment and 
intangible assets. For additional information, refer to the Company's Annual Report for the year 
ended December 31, 2025. 
 

4. Acquisitions 

The Company completed the acquisition of Ace Well Technology AS ("Ace Well") and its wholly 
owned subsidiary Ace Distribution and Services US Inc. (collectively, "Ace") on January 3, 2025. Ace 
develops, produces, and sells tools and solutions related to downhole technology for the oil and gas 
industry. The acquisition was accounted for as a business combination in accordance with IFRS 3, 
Business Combinations. 

The preliminary purchase price allocation, goodwill recognized, identifiable intangible assets 
acquired, and related disclosures associated with the Ace acquisition are disclosed in the Company's 
consolidated financial statements for the year ended December 31, 2025. Accordingly, no 
acquisition-related amounts have been recognized in these condensed consolidated interim financial 
statements for the six months ended June 30, 2026. 

 
5. Borrowings 

Nordic Bonds 
 
On April 8, 2024, the Company entered into an agreement to issue a series of bonds ("Nordic Bonds") 
of up to $90.0 million. The initial issuance consisted of $60.0 million of senior secured bonds bearing 
interest at 12.25% per annum and maturing on April 7, 2028. Interest is payable semi-annually in 
April and October. The Nordic Bonds are guaranteed by the Parent and certain subsidiaries in 
accordance with the Nordic Bond Terms. On December 11, 2024, the Company completed a $12.0 
million tap issue under the Nordic Bond Terms. The proceeds of the tap issue were used to fund the 
acquisition of Ace Well Technology AS and Ace Distribution and Services US Inc. 
 
As of June 30, 2026 and December 31, 2025, $72.0 million of Nordic Bonds were outstanding with 
the remaining $18.0 million available for future issuances. 
 
In connection with the Nordic Bonds issuance, the Company recognized $4.0 million in deferred 
financing costs to be amortized over the life of the Nordic Bonds. As of June 30, 2026 and December 
31, 2025, approximately $2.9 million and $2.5 million of unamortized deferred financing costs were 
included as a reduction to Borrowings on the Consolidated Statements of Financial Position. For the 
three and six months ended June 30, 2026, $0.3 million and $0.6 million of amortized debt issuance 
costs related to the Nordic Bonds was included in interest expense. For the three and six months 
ended June 30, 2025, $0.3 million and $0.5 million of amortized debt issuance costs related to the 
Nordic Bonds was included in interest expense. 
 
 



Varel Oil and Gas, Inc. 
Notes to Consolidated Financial Statements 
June 2026 Half-yearly Report 

(tables in thousands of U.S. dollars, except for share and per share amounts) 

 

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

9 

Nordic Bond Covenants 
 
Under the terms of the Nordic Bonds Agreement, the Company has certain financial covenant 
requirements, including maintaining a certain leverage ratio. On June 26, 2026, the covenant 
requirements were amended, adjusting the required leverage ratios as follows: 
 

Period Ending Maximum Leverage Ratio 
June 30, 2026 3.50:1.00 

September 30, 2026 3.25:1.00 
December 31, 2026 3.00:1.00 

March 31, 2027 and thereafter 2.50:1.00 
 
Other covenant requirements include restriction on issuance of dividends or distributions by the 
Company and limitations on other indebtedness. The Company may not acquire or dispose of any 
entity that would have material adverse effect on the Company. The Company must also maintain a 
minimum balance of $5 million of cash and cash equivalents. The Company was in compliance with 
the covenant requirements as of June 30, 2026. 
 
Other Facilities 
 
On July 25, 2022, Sledgehammer Oil Tools Private Ltd. ("SOTPL") entered into a working capital 
facility permitting borrowings of up to INR 500 million (approximately $6 million). Depending on the 
purpose of the borrowing, interest is based on either SOFR plus an applicable margin or the marginal 
cost of funds-based lending rate ("MCLR") plus an applicable margin. As of June 30, 2026, the 
outstanding balance under the facility was approximately $2.9 million, compared with approximately 
$4.3 million at December 31, 2025, reflecting repayments made during the first half of 2026. 
 
 

6. Revenue  

We disaggregate our revenue from customers by product type and geographic region as we believe 
it best depicts how the nature, amount, timing and uncertainty of our revenue and cash flows are 
affected by economic factors. 

Revenue by product type was as follows: 
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Revenue by geographic region was as follows: 

 

 

7. Segment Information 

Reportable segment assets are based on the physical location of the asset.  Noncurrent assets by 
geographic location were as follows: 

 

8. Subsequent Events 

No events have occurred after the reporting date, that are of significant impact to the Company’s 
financial position or results of operations. 


