
This short form prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale 

and therein only by persons permitted to sell such securities. No securities regulatory authority has expressed an opinion about these securities 
and it is an offence to claim otherwise. 

 

IF YOU ARE A REGISTERED SHAREHOLDER AND RESIDENT IN AN ELIGIBLE JURISDICTION, YOUR RIGHTS CERTIFICATE 

IS ENCLOSED.  PLEASE READ THIS MATERIAL CAREFULLY AS YOU ARE REQUIRED TO MAKE A DECISION PRIOR TO 5:00 

P.M. ON FEBRUARY 9, 2015. See “Plan of Distribution”. 

 
The Rights (as hereinafter defined) and the Common Shares issuable upon exercise of the Rights (as hereinafter defined) offered under this short 

form prospectus have not been and will not be registered under the United States Securities Act of 1933, as amended (the “1933 Act”), or any 

securities laws of any state of the United States and, subject to certain exceptions, may not be offered or sold to, or for the account or benefit of, a 
person in the “United States” or a “U.S. person” (as such terms are defined in Regulation S under the 1933 Act). The securities offering under 

this short form prospectus has not been approved or disapproved by the U.S. Securities and Exchange Commission (the “SEC”) or any state 

securities commission nor has the SEC or any state securities commission passed upon the accuracy or adequacy of this short form prospectus. 
Any representation to the contrary is a criminal offence. 

 

Information has been incorporated by reference in this short form prospectus from documents filed with securities commissions or similar 
authorities in Canada. Copies of the documents incorporated herein by reference may be obtained on request without charge from the secretary 

of the Corporation at 2600 - 1066 West Hastings Street, Vancouver, British Columbia, V6E 3X1, telephone (604)687-7077 and are also available 

electronically at www.sedar.com. 

SHORT FORM PROSPECTUS 
 

Rights Offering December 23, 2014 

SHAMARAN PETROLEUM CORP. 

$75,421,500 

OFFERING OF UP TO 810,983,860 RIGHTS TO SUBSCRIBE FOR UP TO 754,214,990 

COMMON SHARES AT A SUBSCRIPTION PRICE OF $0.10 (SEK 0.68) PER 

COMMON SHARE 

This short form prospectus (the “Prospectus”) qualifies the distribution (the “Offering”) by ShaMaran Petroleum 

Corp. (“ShaMaran” or the “Corporation”) to the holders of the outstanding common shares (the “Common 

Shares”) of record (the “Holders”) at 5 p.m. (Toronto time) on January 12, 2015 (the “Record Date”) of one 

transferrable right (a “Right”) for each Common Share held, which, based on the 810,983,860 Common Shares 

outstanding on the date of this Prospectus, will entitle the Holders to subscribe for an aggregate of up to 754,214,990 

Common Shares for gross proceeds to the Corporation of $75,421,500.  This Prospectus also qualifies the 

distribution of Common Shares issuable upon exercise of the Rights. 

The Corporation will distribute the Rights to Holders.  The Rights are evidenced by fully transferable certificates in 

registered form (the “Rights Certificates”).  Each Holder will receive one Right for each Common Share held on 

the Record Date. Every 100 Rights entitles the Holder (provided that such Holder is in an Eligible Jurisdiction, as 

defined herein, or is an Approved Eligible Holder, as defined herein) thereof to purchase 93 Common Shares (the 

“Basic Subscription Privilege”) of the Corporation at a price of $9.30 (SEK 63.24), being the equivalent of $0.10 

(SEK 0.68) per Common Share (the “Subscription Price”) commencing on January 15, 2015 (the 

“Commencement Date”) and expiring at 5:00 p.m. (Toronto time) (the “Expiry Time”) on February 9, 2015 (the 

“Expiry Date”). 

Computershare Investor Services Inc. (the “Subscription Agent”) has been appointed as the Subscription Agent for 

the Offering pursuant to a rights agency and custodial agreement between the Corporation and the Subscription 

Agent. Georgeson Shareholder Communications Canada, Inc. (“Georgeson”) has been appointed as the Information 

Agent and Pareto Securities AB (“Pareto”) has been appointed as Manager for the Offering. Pareto is not registered 

as a dealer in any Canadian jurisdiction and accordingly will not, directly or indirectly, solicit offers to purchase or 

sell Common Shares or Rights in Canada. To subscribe for Common Shares, a completed Rights Certificate must be 

received by Computershare Investor Services Inc. (the “Subscription Agent”) by mail at Computershare Investor 

http://www.sedar.com/
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Services Inc., P.O. Box 7021, 31 Adelaide St. E., Toronto, Ontario, M5C 3H2, Attention: Corporate Actions or by 

hand, courier or registered mail at Computershare Investor Services Inc., 8
th

 Floor, 100 University Avenue, Toronto, 

Ontario, M5J 2Y1, Attention:  Corporate Actions.  The completed Rights Certificate, together with full payment of 

the Subscription Price for each Common Share subscribed for, must be received by the Subscription Agent at its 

office (the “Subscription Office”) in the City of Toronto by the Expiry Time on the Expiry Date.  Subscriptions 

will be irrevocable and subscribers will be unable to withdraw their subscriptions once submitted.  No fractional 

Common Shares will be issued on the exercise of Rights. An entitlement to a fractional Common Share will be 

rounded down to the next whole Common Share.  See “Details of the Offering for Registered Holders of Common 

Shares, Holders of Common Shares Registered with CDS (Canada) and Approved Eligible Holders - Subscription 

Basis”.  RIGHTS NOT EXERCISED BEFORE THE EXPIRY TIME WILL BE VOID AND OF NO VALUE. 

Holders who exercise their Rights in full are entitled to subscribe, pursuant to an additional subscription privilege 

(the “Additional Subscription Privilege”), for additional Common Shares (the “Additional Common Shares”), if 

available, at a price equal to the Subscription Price for each Additional Common Share.  To apply for Additional 

Common Shares under the Additional Subscription Privilege, each Holder must fill out Form 2 on the Rights 

Certificate and forward their completed Rights Certificate, together with full payment of the Subscription Price for 

each Additional Common Shares subscribed for, to the Subscription Agent at the Subscription Office by the Expiry 

Time on the Expiry Date.  The Additional Subscription Privilege may not be exercised through CDS.  Any 

person holding Rights through CDS will be required to withdraw such Rights from CDS prior to exercise of the 

Additional Subscription Privilege.  See “Details of the Offering for Registered Holders of Common Shares, Holders 

of Common Shares Registered with CDS (Canada) and Approved Eligible Holders - Additional Subscription 

Privilege”. 

The Rights are fully transferable under the laws of Canada. A Holder of Rights is not, by virtue of being the owner 

of such Right, a shareholder of the Corporation and does not have the rights of a shareholder (including the right to 

receive dividends or distributions of any nature whatsoever which may be declared payable on the Common Shares). 

The current outstanding Common Shares are listed and posted for trading on the TSX Venture Exchange (the 

“TSX-V”) and Nasdaq First North under the symbol “SNM”.  It is anticipated that the Rights will be listed on the 

TSX-V under the symbol “SNM.RT” and on Nasdaq First North under the symbol “SNM TR”. On December 22, 

2014, the last trading day on the TSX-V and on Nasdaq First North prior to the filing of this Prospectus, the closing 

price of the Common Shares on the TSX-V and Nasdaq First North was $0.16 and SEK 1.12 respectively. 

The TSX-V has conditionally approved the listing of: (i) the Rights; and (ii) the Common Shares to be issued upon 

exercise of the Rights (including the Standby Shares (as defined herein)). The Corporation also intends to apply to 

Nasdaq First North to list the Rights. Listing will be subject to the Corporation fulfilling all of the listing 

requirements of the TSX-V and Nasdaq First North.  There is currently no market through which the Rights 

may be sold and purchasers may not be able to resell the Rights issued under this Prospectus.  This may 

affect the pricing of the Rights in the secondary market, the transparency and availability of trading prices, 

the liquidity of the Rights and the extent of issuer regulations.  See “Risk Factors”. 

Under a standby purchase agreement (the “Standby Purchase Agreement”) dated October 14, 2014 among the 

Company and Lorito Holdings S.a.r.l. (“Lorito”), Zebra Holdings and Investments S.a.r.l. (“Zebra”)
1
 and Lundin 

Petroleum B.V. (“Lundin Petroleum” and, together with Lorito and Zebra, the “Standby Purchasers”), each of the 

Standby Purchasers has agreed (the “Standby Commitment”), subject to certain terms, conditions and limitations, 

to (i) exercise all of its Basic Subscription Privileges (the “Basic Subscription”); and (ii) purchase all Common 

Shares not otherwise acquired by the holders of Rights under the Offering (the “Standby Shares”).  Lorito has 

agreed that it will purchase 16.67% of the Standby Shares, Zebra has agreed that it will purchase 33.33% of the 

Standby Shares and Lundin Petroleum has agreed that it will purchase 50.00% of the Standby Shares.  The Standby 

Purchase Agreement may be terminated by the Standby Purchasers at any time in certain circumstances.  See 

“Standby Commitment - Standby Purchase Agreement.” 

                                                      
1 Lorito and Zebra, who report their security holders as joint actors, are private corporations owned by a trust whose settler is the estate of the 

late Adolph H. Lundin. 
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The Standby Purchasers are not engaged as underwriters in connection with the Offering and have not been involved 

in the preparation of, or performed any review of, this Prospectus in the capacity of underwriter.  See “Standby 

Commitment” and “Risk Factors - Increase in Size of Standby Purchasers”. 

The Standby Purchasers will be paid a guarantee fee (the “Guarantee Fee”) equal to 3% of the gross proceeds 

received by the Corporation as a result of the Offering, other than proceeds received by the Corporation through the 

exercise by the Standby Purchasers of their respective Basic Subscription Privilege.  The Guarantee Fee will be paid 

by the issuance of Common Shares at the closing quoted market price per Common Share on the TSX-V on the day 

following the closing of the Offering. 

The Corporation and the Standby Purchasers have agreed to set the Subscription Price per Common Share at $0.10 

(SEK0.68). See “Plan of Distribution”. 

There is no minimum amount of funds that may be raised under the Offering. Although the Standby Purchasers have 

agreed to provide the Standby Guarantee, the Corporation could complete the Offering for less than the maximum 

amount if the conditions under the Standby Agreement are not satisfied or it is otherwise terminated. See “Risk 

Factors - Risks Relating to the Offering - Anticipated Proceeds May Not Be Fully Realized”. 

 

 

Offering 

 

Offering Price 

 

Fees
(1) 

Proceeds to the 

Corporation 

Per Common Share $0.10 (SEK 0.68) $0.00215 $0.09785 

Total
(2)(3)

 $75,421,500 $1,618,000 $73,803,500 

Notes: 

(1) Fees include expenses and other fees payable by the Corporation relating to the Offering, estimated to be approximately $1,618,000, 

which will be paid from the proceeds of the Offering. Refer also to note 2 below. 

(2) Pursuant to the Standby Purchase Agreement, the Corporation has agreed to pay the Standby Purchasers the Guarantee Fee, which will 

be paid by the issuance of Common Shares at the closing quoted market price per Common Share on the TSX-V on the day following 

the closing of the Offering. The Fees presented in the above table are exclusive of the Guarantee Fee. 

(3) Assumes exercise of all Rights. 

This Prospectus qualifies the distribution of the Rights as well as the Common Shares issuable upon exercise of the 

Rights in each of the provinces of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario and Nova Scotia.  

The Rights are also qualified to be distributed to Holders in Sweden (together with British Columbia, Alberta, 

Saskatchewan, Manitoba, Ontario and Nova Scotia, the “Eligible Jurisdictions”) as a result of the filing of this 

Prospectus with the Swedish Financial Supervisory Authority. The Prospectus also qualifies the distribution of the 

Standby Shares to the Standby Purchasers. The Rights as well as the Common Shares issuable upon the exercise of 

the Rights are not being distributed or offered to holders of record of Common Shares as of the Record Date who are 

resident in the United States (the “U.S. Holders”) (other than in certain limited circumstances in transactions 

exempt from the registration requirements of the 1933 Act and applicable state securities laws) or in any jurisdiction 

where the exercise of rights would not be in compliance with the applicable securities laws of that jurisdiction 

(collectively, the “Ineligible Jurisdictions”) and, except under the circumstances described herein, Rights may not 

be exercised by or on behalf of a Holder of Rights resident in an Ineligible Jurisdiction (an “Ineligible Holder”). A 

shareholder that holds their Common Shares through a broker, dealer, bank or other participant (a “DTC 

Participant”) in the Depository Trust & Clearing Corporation (“DTC”) will be presumed to be an Ineligible Holder. 

This Prospectus is not, and under no circumstances is to be construed as, an offering of any Rights or Common 

Shares for sale, or a solicitation of an offer to buy any securities, in any Ineligible Jurisdiction or to any Ineligible 

Holder. Rights Certificates will not be sent to Holders with addresses of record in any Ineligible Jurisdiction. 

Ineligible Holders will be sent a letter informing them that the Offering has occurred and that their Rights 

Certificates will be held for the benefit of such Ineligible Holders by the Subscription Agent in accordance with the 

section “Details of the Offering for Ineligible Holders” or such Ineligible Holders will be informed that their Rights 

are included in the Rights Certificate being held in the name of DTC’s nominee, Cede & Co., by the Subscription 

Agent, and that they should contact their DTC Participant. The letter will also inform the Ineligible Holder that the 

Subscription Agent will attempt to sell the Rights for the benefit of the Ineligible Holder.  If, upon the receipt of 
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such letter, a Holder believes that he or she can establish that an offering to and subscription by such Holder is 

lawful and in compliance with all securities and other laws applicable in the jurisdiction where such person is 

resident (an “Approved Eligible Holder”), such holder should contact the Subscription Agent and his or her legal 

advisors in addition to contacting the DTC Participant, if applicable, to determine how the Rights may be exercised.  

See “Details of the Offering for Ineligible Holders - Treatment of Rights”. 

The Corporation believes that the directors and officers of the Corporation who own Common Shares intend to 

exercise some or all of their Rights to purchase Common Shares under the Basic Subscription Privilege.  This 

reflects the intention of such insiders as of the date of this Prospectus, to the extent such intentions are reasonably 

known to the Corporation, however, such insiders may alter their intentions before the Expiry Time on the Expiry 

Date.  No assurance can be given that the respective insiders will subscribe for Common Shares. 

The offer and distribution of the Rights as well as the Common Shares issuable upon the exercise of the Rights and 

the Standby Commitment (as defined below) is qualified in the Eligible Jurisdictions (as defined herein) by this 

Prospectus. It is anticipated that the Rights will be listed and posted for trading on the TSX-V at the opening three 

business days following the Record Date, and on Nasdaq First North at the opening five business days following the 

Record Date, and will remain posted on the TSX-V until noon (Toronto time) on February 9, 2015 and on Nasdaq 

First North until close of business (Swedish time) on February 2, 2015. 

For Common Shares held through a securities broker or dealer, bank or trust company or other participant (a “CDS 

Participant”) in the book based system administered by CDS Clearing and Depository Services Inc. (“CDS”), a 

subscriber may exercise the Basic Subscription Privilege by instructing the CDS Participant holding the subscriber’s 

Rights to exercise all or a specified number of such Rights and forwarding the Subscription Price for each Common 

Share subscribed for to such CDS Participant in accordance with the terms of this Offering.  The Additional 

Subscription Privilege may not be exercised through CDS.  A subscriber wishing to subscribe for Additional 

Common Shares pursuant to the Additional Subscription Privilege must request that the CDS Participant that holds 

the subscriber’s Rights withdraw its Rights from CDS prior to the Expiry Time on the Expiry Date and provide the 

CDS Participant with the payment for the number of Additional Common Shares requested.  Any excess funds will 

be returned by mail or credited to the subscriber’s account with its CDS Participant without interest or deduction.  

Any such person should contact its applicable CDS Participant for instructions as to the manner in which it may 

withdraw its Rights from CDS. Subscriptions for Common Shares made through a CDS Participant will be 

irrevocable and subscribers will be unable to withdraw their subscriptions for Common Shares once submitted. See 

“Details of the Offering for Registered Holders of Common Shares, Holders of Common Shares Registered with 

CDS (Canada) and Approved Eligible Holders - Rights Certificate - Common Shares Held Through CDS”.  Upon 

the exercise of Rights held through a CDS Participant, the instructions provided by the subscribing beneficial holder 

to the CDS Participant and the payment of the Subscription Price will constitute a representation to the Corporation 

and to the CDS Participant by the subscribing beneficial holder (including by its agents) that: (a) either the 

subscriber is not a citizen or resident of an Ineligible Jurisdiction or the subscriber is an Approved Eligible Holder; 

and (b) the subscriber is not purchasing the Common Shares for resale to any person who is a citizen or resident of 

an Ineligible Jurisdiction. 

For Common Shares held in registered form, a Rights Certificate evidencing the number of Rights to which a holder 

is entitled will be mailed with a copy of this Prospectus to each registered Holder as of the close of business on the 

Record Date. In order to exercise the Rights represented by the Rights Certificate, the holder of the Rights must 

complete and deliver the Rights Certificate to the Subscription Agent in the manner and upon the terms set out in 

this Prospectus. All exercises of Rights are irrevocable once submitted. See “Details of the Offering for Registered 

Holders of Common Shares, Holders of Common Shares Registered with CDS (Canada) and Approved Eligible 

Holders - Rights Certificate - Common Shares Held in Registered Form”. 

If a Holder does not exercise its Rights, then such Holder’s current percentage of ownership in the Corporation will 

be diluted as a result of the exercise of Rights by other Holders and the Standby Purchasers. See “Details of the 

Offering for Registered Holders of Common Shares, Holders of Common Shares Registered with CDS (Canada) and 

Approved Eligible Holders - Dilution to Existing Shareholders” and “Risk Factors - Risks Relating to the Offering - 

Dilution to Shareholders”. 
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Prospective subscribers should be aware that the acquisition or disposition of the securities described in this 

Prospectus and the expiry of an unexercised Right may have tax consequences in Canada or elsewhere, depending 

on the particular subscriber’s specific circumstances. Prospective subscribers should consult their own tax advisors 

with respect to such tax consequences.  See “Canadian Federal Income Tax Considerations” and “Swedish Income 

Tax Considerations”. 

No underwriter has been involved in the preparation of this Prospectus or performed any review of the 

contents of this Prospectus. 

An investment in the securities offered hereunder is speculative and involves a high degree of risk. The risk factors 

are identified under the heading “Risk Factors” in this Prospectus and should be carefully reviewed and evaluated by 

prospective subscribers before purchasing the securities being offered hereunder. 

Pradeep Kabra, Brenden Johnstone and Alexandre Schneiter, being directors or officers of the Corporation, reside 

outside of Canada.  Although these persons have appointed McCullough O'Connor Irwin LLP, Suite 2600, 1066 

West Hastings Street, Vancouver, British Columbia, V6E 3X1 as their agent for service of process in Canada, it may 

not be possible for investors to enforce judgments obtained in Canada against these directors or officers residing 

outside of Canada. 

The Corporation is responsible for the information in this Prospectus and the documents incorporated by reference 

herein.  ShaMaran has not authorized anyone to provide investors with different information.  ShaMaran is not 

offering the Rights in any jurisdiction in which the Offering is not permitted.  Investors should not assume that the 

information contained in this Prospectus is accurate as of any date other than the date of this Prospectus.  Subject to 

ShaMaran’s obligation under applicable securities law, the information contained in this Prospectus is accurate only 

as at the date of this Prospectus regardless of the time of delivery of this Prospectus or of any sale of the Rights. 

Certain legal matters relating to the Offering, the Rights and the Common Shares offered hereby will be passed upon 

on behalf of the Corporation by McCullough O’Connor Irwin LLP (Canada) and Gernandt & Danielsson 

Advokatbyrå KB (Sweden) and in respect of certain Canadian tax matters by Thorsteinssons LLP (Vancouver). 

The Corporation’s head office is located at 2000 - 885 West Georgia Street, Vancouver, British Columbia, V6C 3E8 

and its registered office is located at Suite 2600 – 1066 West Hastings Street, Vancouver, British Columbia, V6E 

3X1. 

Certain capitalized terms used in this Prospectus have the respective meanings set out under “Definitions”.  All 

references in this Prospectus to “dollars”, “$” or “C$” are to Canadian dollars unless otherwise noted.  On December 

22, 2014, the Bank of Canada noon rate of exchange for United States of America dollars was C$1.1643for each 

U.S. dollar.  On December 22, 2014 the Bank of Canada noon rate of exchange for Swedish krona was C$0.1496 for 

each Swedish krona. 
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SUMMARY 

For the purposes of filing this Prospectus with the Swedish Financial Supervisory Authority, it is 

necessary to provide a summary prepared in accordance with the European Directive 2003/71/EC as 

amended. Summaries are made up of disclosure requirements (hereinafter referred to as “Elements”). The 

Elements are numbered in Sections A - E (A.1 - E.7). 

This summary contains all the Elements required to be included in a summary for this type of security and 

issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering 

sequence of the Elements. 

Even though an Element may be required to be inserted in the summary because of the type of security 

and issuer, it is possible that no relevant information can be given regarding the Element. In this case a 

short description of the Element is included in the summary with the mention of not applicable (“N/A”). 

Certain terms used in this summary are defined elsewhere in this Prospectus. 

 

Section A - Introduction and warnings 

A.1 Introduction and 

warnings 
This summary should be read as an introduction to the Prospectus. 

 

Any decision to invest in the securities should be based on 

consideration of the Prospectus as a whole by the investor. 

 

Where a claim relating to the information contained in the 

Prospectus is brought before a court, the plaintiff investor might, 

under the national legislation of the member states of the European 

Union, have to bear the costs of translating the Prospectus before 

the legal proceedings are initiated. 

 

Civil liability attaches only to those persons who have tabled the 

summary including any translation thereof, but only if the 

summary is misleading, inaccurate or inconsistent when read 

together with the other parts of the Prospectus or it does not 

provide, when read together with the other parts of the Prospectus, 

key information in order to aid investors when considering 

whether to invest in such securities. 

 

A.2 Financial 

intermediaries 

N/A; the Offering does not include any financial intermediaries. 

 

Section B - Issuer 

B.1 Legal and 

commercial name 

The legal and commercial name of the Corporation is ShaMaran 

Petroleum Corp. 

 

B.2 Legal context The Corporation is registered and continued into British Columbia, 

Canada under the British Columbia Business Corporations Act 

(“BCBCA”) as a public company, with corporation number C0778647. 

 



- 2 - 

B.3 Operations The Corporation is an independent oil and gas exploration company 

whose head office is in Canada, with a services office in Switzerland. 

ShaMaran is focused on oil exploration and development in the 

Kurdistan Region of Iraq. ShaMaran’s principal asset is a 20.1% direct 

working interest in the Atrush Block located in the north east of 

Kurdistan. 

 

ShaMaran’s mission is to build a leading oil and gas exploration and 

production company focused on opportunities in the Middle East and 

North Africa region while creating positive economic and social 

impacts on the local communities and growing shareholder value. 

ShaMaran has pursued and will continue to pursue a growth strategy 

with active exploration and development activities, together with 

focused acquisitions and joint venture arrangements. ShaMaran will 

continue to target areas and prospects that it believes could result in 

meaningful resource and/or reserve additions.  

 

ShaMaran will continue the identification of exploration projects that 

have a medium risk and multi-zone potential in prospective, 

geologically favourable settings. ShaMaran intends to maintain a 

balance between exploration, exploitation, and development activities 

with and without joint venture partners.  

 

The petroleum industry is intensely competitive in all aspects including 

the acquisition of oil and gas interests, the marketing of oil and natural 

gas, and acquiring or gaining access to necessary drilling and other 

equipment and supplies. ShaMaran competes with numerous other 

companies in the search for and acquisition of such prospects and in 

attracting skilled personnel. ShaMaran’s competitors include oil 

companies which have greater financial resources, staff and facilities 

than those of the Corporation. ShaMaran’s ability to increase reserves 

in the future will depend on its ability to develop its present property, 

to select and acquire suitable producing properties or prospects on 

which to conduct future exploration and to respond in a cost-effective 

manner to economic and competitive factors that affect the distribution 

and marketing of oil and natural gas. Oil and natural gas producers are 

also facing increased competition from alternative forms of energy, 

fuel and related products that could have an impact on the demand for 

oil and gas and could lead to reduction in oil prices which may have a 

negative impact on the Corporation’s cash flow and profitability. 

 

B.4a Trends influencing 

the issuer and the 

industries in which 

it is active  

There has been no material adverse change in the prospects of the 

Corporation since the date of its last published audited financial 

statements other than uncertainties regarding the operating environment 

in the Kurdistan Region of Iraq which may impact the Corporation’s 

prospects in the future. 

 

Kurdistan continues to see a rapid development in infrastructure and a 

significant increase in the availability of oil and gas services in the 

country. A number of major international oil companies, including 

ExxonMobil, Chevron, Marathon, Repsol, Total and Gazprom, have 
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acquired properties in Kurdistan. A number of significant discoveries 

in this region continue to be reported and many are now undergoing 

appraisal and development. 

 

B.5 Description of the 

Group and the 

issuer’s position 

within the Group 

ShaMaran is the Canadian parent of a group of eleven companies 

(including the Corporation) comprised of companies incorporated in 

Canada, Netherlands, Switzerland, United States and Cayman Islands. 

 

B.6 Major shareholders, 

control over the 

Corporation and 

notifiable 

individuals 

 

To the knowledge of the Corporation, shareholders carrying 10% or 

more of the voting rights attached to all outstanding Common Shares as 

of the date hereof were: 

 

i. Lorito
(1)

, 49,141,300 Common Shares and 6.06% of the votes; 

and 

ii. Zebra
(1)

, 111,300,000 Common Shares and 13.72% of the votes. 

 
(1) Lorito and Zebra, who report their security holdings as joint actors, are private corporations 

owned by a trust whose settlor is the Estate of the late Adolf H. Lundin. Together, Lorito and 

Zebra hold a total of 160,441,300 Common Shares, which represents 19.78% of the current 

outstanding Common Shares. 

To the knowledge of the Corporation, ShaMaran is not directly or 

indirectly controlled by any person. 

B.7 Financial Summary Consolidated Statement of Comprehensive Income  

(Expressed in thousands of United States Dollars) 

 
 Nine months ended 

September 30, 

Year ended  

December 31,  

 
2014 2013 2013 2012 

Expenses from continuing operations     

General and administrative expense (1,172) (1,377) (2,393) (2,852) 

Share based payments expense (259) (725) (882) (8) 

Impairment (loss) / recovery - (84) (84) 1,814 

Depreciation and amortisation expense (38) (54) (65) (183) 

Share of income of associate - - - 129,000 

Gain on fair valuation of net assets of subsidiary - - - 102,735 

Gain on sale of asset - - - 1,100 

Relinquishment costs - - - (25,732) 

(Loss) / income before finance items and income 

tax expense (1,469) (2,240) (3,424) 205,874 

Finance cost (3,978) (47) (740) (719) 

Finance income 71 26 28 359 

Net finance cost (3,907) (21) (712) (360) 

(Loss) / income before income tax expense  (5,376) (2,261) (4,136) 205,514 

Income tax expense  (84) (63) (87) (89) 

Net (loss) / income from continuing operations (5,460) (2,324) (4,223) 205,425 

Discontinued operations     

Net income / (loss) from discontinued operations (17) (40) 935 (61) 

Net (loss) / income for the period (5,477) (2,364) (3,288) 205,364 

Other comprehensive income:     

Currency translation differences (66) 18 19 26 

Total other comprehensive income (66) 18 19 26 

     

Total comprehensive (loss) / income for the period (5,543) (2,346) (3,269) 205,390 
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Consolidated Balance Sheet  

(Expressed in thousands of United States Dollars) 

 
 September 30,      December 31, 

 2014 2013 2012 

Assets    

Non-current assets     

Intangible assets 406,069 344,990 303,549 

Property, plant and equipment 160 179 257 

 406,229 345,169 303,806 

Current assets    

Cash and cash equivalents  78,640 142,588 41,216 

Other current assets  172 194 331 

Inventories - - 198 

 78,812 142,782 41,745 

Assets associated with discontinued 

operations - 3 3 

Total assets 485,041 487,954 345,554 

     

Liabilities and equity    

Current liabilities    

Accounts payable and accrued expenses 5,191 7,458 7,027 

Accrued interest expense on bonds 6,565 2,252 - 

Current tax liabilities 29 92 90 

Deferred liability - - 5,000 

 11,785 9,802 12,117 

Non-current liabilities    

Borrowings 147,505 147,050 - 

Provisions 1,764 1,185 120 

 149,269 148,235 120 

Liabilities associated with 

discontinued operations 282 928 1,941 

Total liabilities 161,336 158,965 14,178 

Equity    

Share capital  534,068 534,068 534,068 

Share based payments reserve  4,977 4,718 3,836 

Cumulative translation adjustment (39) 27 8 

Accumulated deficit  (215,301) (209,824) (206,536) 

Total equity 323,705 328,989 331,376 

Total liabilities and equity 485,041 487,954 345,554 

 

Consolidated Cash Flow Statement 
(Expressed in thousands of United States Dollars) 

 
 Nine months ended 

September 30, 

Year ended  

December 31,  

 2014 2013 2013 2012 

Operating activities     

Net (loss) / income from continuing operations (5,460) (2,324) (4,223) 205,425 

Adjustments for:     

Share based payments expense 259 725 882 8 

Interest expense on senior secured bonds - net 3,964 - 689 - 

Impairment loss / (recovery) - 84 84 (1,814) 

Depreciation and amortisation expense 38 54 65 183 

Foreign exchange loss / (gain) (33) 46 49 (333) 

Interest income (38) (26) (28) (26) 

Interest expense on equity based finance fee - - - 719 

Gain on sale of asset - - - (1,100) 

Gain on fair valuation of net assets of subsidiary - - - (102,735) 

Share of income of associate - - - (129,000) 
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Changes in current tax liabilities (63) (22) 2 (32) 

Changes in provisions 579 41 1,065 120 

Changes in accounts payable and accrued expenses (2,267) 6,117 431 (16,550) 

Changes in inventories - 114 114 2,552 

Changes in other current assets 22 179 137 421 

Cash used in discontinued operations (660) 13 (78) (715) 

Net cash outflows to operating activities (3,659) 5,001 (811) (42,877) 

Investing activities     

Interest received on cash deposits 38 26 28 26 

Deferred liability - (5,000) (5,000) 5,000 

Purchases of intangible assets (51,624) (26,505) (39,788) (8,395) 

Net proceeds on sale of intangible assets - - - 52,671 

Proceeds on reimbursement of intangible costs - - - 1,250 

Net proceeds on sale of property, plant and equipment - - - 802 

Purchases of property, plant and equipment (45) - - (595) 

Investment in associate - - - (16,110) 

Net cash (outflows to) / inflows from investing 

activities (51,631) (31,479) (44,760) 34,649 

Financing activities     

Proceeds on bond issue - - 150,000 - 

Bond related transaction costs - - (3,028) - 

Interest payments to bondholders (8,625) - - - 

Net cash inflows from financing activities (8,625) - 146,972 - 

Effect of exchange rate changes on cash and cash 

equivalents (33) (27) (29) 359 

Change in cash and cash equivalents (63,948) (26,505) 101,372 (7,869) 

Cash and cash equivalents, beginning of the period 142,588 41,216 41,216 49,085 

Cash and cash equivalents, end of the period 78,640 14,711 142,588 41,216 

Key ratios 
 

  Nine months ended 

June 30, 

Year ended 

December 31,  
 September 30, December 31,  

 2014 2013 2013 2012 

Basic (loss)/income per share (USD):     

    Continuing operations (0.01) - (0.01) 0.25 

    Discontinued operations - - - - 

    -Total (0.01) - (0.01) 0.25 

Diluted (loss)/income per share (USD):     

    Continuing operations (0.01) - (0.01) 0.25 

    Discontinued operations - - - - 

    Total (0.01) - (0.01) 0.25 

Book equity ratio at end of period(1) 67.3% 96.3% 67.4% 95.9% 

Weighted avg. basic shares outstanding x 000 810,984 810,984 810,984 810,222 

Weighted avg. diluted shares outstanding x 000 810,984 810,984 810,984 810,222 

Dividend paid per share - - - - 

          (1) "Total equity of period" divided by "total assets of period" 

 

Important events after September 30, 2014 

There has been no significant change to the Corporation’s financial 

position since the most recent financial report for the nine-month 

period ended on September 30, 2014 was made public on October 21, 

2014, except for the Offering announced on October 15, 2014. 

 

B.8 Selected pro forma 

financial 

information 

N/A; the Prospectus does not include any pro forma information. 
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B.9 Financial forecast N/A; the Prospectus does not include any financial forecasts or 

calculations of expected profit. 

 

B.10 Auditor’s remarks N/A; there are no auditor’s remarks. 

 

B.11 Working capital of 

the issuer 

In the Corporation’s opinion and as further described in the section 

“Reasons for the offer and use of proceeds” of this summary, the 

Corporation’s working capital available at November 30, 2014 is not 

sufficient for its present requirements for the next twelve months. On 

this basis, the Corporation expects that its working capital will become 

insufficient during the second quarter of 2015 and that the aggregate 

amount of additional working capital required to fund total the 

Corporation’s total forecasted funding requirements for the twelve 

months ended November 30, 2015 will amount to approximately USD 

54 million (approximately USD 60 million for the 13 months ended 

December 31, 2015). 

Following the conclusion that additional financing would be required, 

management undertook a comprehensive review of strategic financing 

alternatives available to the Corporation. The Board of Directors, based 

on the recommendations of management, concluded that the Offering 

was the most feasible financing alternative available to it. Subject to 

receiving net proceeds of at least USD 54 million in conjunction with 

the Offering, the Corporation’s working capital will, in the opinion of 

the Corporation, be sufficient for the Corporation’s forecasted funding 

requirements for the twelve months ended November 30, 2014 and, as 

the Standby Purchasers have agreed, subject to certain terms and 

conditions, to (i) exercise all of their Basic Subscription Rights and 

(ii) purchase all Common Shares not otherwise required under the 

Offering, the Corporation expects that it will receive net proceeds of 

approximately USD 63 million in conjunction with the Offering. 

However, in the event that the Offering cannot be completed, or the 

Corporation could not secure external financing in an amount required 

to cover the remainder of the working capital deficit, the Corporation 

might be required to take measures such as divestment of assets and 

renegotiation of its debt. Should this not be successful, there is a risk 

that the Corporation will be subject to a partial or complete 

reorganization, or that the Corporation is declared bankrupt. 

The Corporation’s operations are comprised of an appraisal and 

development program on the Atrush petroleum property located in the 

Kurdistan Region of Iraq which is currently in the pre-production 

stages and generates no revenue. Accordingly, additional funding from 

equity financing, joint ventures or disposition of assets may be required 

to fund further development and corporate expenses. Such financing 

may not at all times be available to the Corporation in the amount 

required at any time or for any period or, if available, it may not be 

obtained on terms which are satisfactory to the Corporation. 
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Section C - Securities 

C.1 Securities being 

offered 

Up to 754,214,990 Common Shares in ShaMaran Petroleum Corp. 

(ISIN-code CA8193201024). 

 

C.2 Denomination The Common Shares are no par value shares. 

 

C.3 Total number of 

shares in the 

Corporation 

The authorized share capital is an unlimited number of Common 

Shares without par value. As of the date hereof, there are 810,983,860 

issued and outstanding Common Shares. Upon completion of the 

Offering, the issued and outstanding Common Shares of the 

Corporation will amount to not more than 1,565,198,850 Common 

Shares. 

 

C.4 Rights pertaining to 

the shares 

The holders of the Common Shares have equal rights to dividends, if, 

as and when declared by the Board of Directors, and upon liquidation, 

to receive such assets of the Corporation as are distributable to the 

holders of the Common Shares and are entitled to receive notice of 

meetings of shareholders of the Corporation and one vote per share at 

such meetings. 

 

C.5 Limitations to the 

free transferability 

N/A; there are no limitations to the free transferability of the Common 

Shares other than certain restrictions under applicable Canadian 

securities laws applicable to Common Shares held by control persons 

of the Corporation. 

C.6 Trading in the 

shares 

The Common Shares are currently traded on the TSX-V and Nasdaq 

First North under the symbol “SNM”; it is anticipated that the Rights 

will be listed on the TSX-V under the symbol “SNM.RT” and on 

Nasdaq First North under the symbol “SNM TR”. The first day of 

trading of the Rights is estimated to be January 8, 2015 on the TSX-V 

and January 19, 2015 on Nasdaq First North. The first day of trading in 

the new Common Shares is estimated to be February 13, 2015 on the 

TSX-V and February 16, 2015 on Nasdaq First North. 

 

C.7 Dividend policy The Corporation has not declared or paid any dividends on its securities 

since its incorporation. Any decision to pay dividends on the Common 

Shares or any other outstanding class of shares, from time to time, will 

be made by the Board on the basis of the Corporation’s earnings, 

financial and legal requirements and other conditions existing at such 

future time. At present, the Corporation does not anticipate declaring 

and paying any dividends in the foreseeable future. 

Section D - Risks 

D.1 Risks related to 

ShaMaran 

The operations of ShaMaran and the sectors in which it operates are 

subject to a number of risks that are completely or partly outside the 

Corporation’s control and which could materially adversely impact the 

Corporation’s business, financial condition and results of operations 

and prospects. The risk factors described below are the risk factors that 

ShaMaran considers to be key risks to its business, financial conditions 

and results of operations and prospects. 
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Political and Regional Risks 
 

Political Uncertainty:  ShaMaran’s assets and operations are located 

in Kurdistan and, therefore, subject to political uncertainty in the region 

and potential impact of actions of ISIS which could result in 

operational delays and additional costs. 

 

Business Risks 

 

Risks associated with petroleum contracts in Iraq: There is a risk 

the federal Iraq legislation necessary to govern the future organization 

and management of its petroleum industry will not be enacted, which 

would increase uncertainty in the industry in Iraq. 

 

Negative Operating Cash Flow: The Corporation has incurred net 

losses in the past and may incur losses in the future and will continue to 

incur losses until and unless it can derive sufficient revenues from its 

projects.  There is no guarantee that the Corporation will ever be 

profitable. 

 

Risk of payment of KRG obligations: There is a risk that ShaMaran 

will be required to fund its pro rata share of the KRGs share of project 

development costs (even in the absence of a commercial agreement 

with the KRG), which will affect the economics of the project. 

 

Marketing, markets and transportation: There is a risk that the 

export of oil and gas from Kurdistan will be disrupted, which will delay 

or interrupt payments due to ShaMaran relating to such exports. 

 

 

Dependency on Partners and the Operator: Operations on the 

Atrush Block are undertaken by the Operator and ShaMaran’s own 

operations are conducted together with one or more partners through 

contractual arrangements, which limits ShaMaran’s ability to exercise 

influence over the deployment of its assets or the costs associated with 

the operations, which could adversely affect ShaMaran’s financial 

performance.  

 

Financing Risks 

 

Limited Resources: The Corporation has limited financial resources, 

has no operating cash flow at the present time and there is a risk that 

additional funding will not be available to it for further development 

and expansion of operations.  

 

To the extent that external sources of capital become limited or 

unavailable or available only on onerous terms, there is a risk that the 

Corporation’s ability to invest and to maintain existing assets will be 

impaired which would adversely affect the Corporation’s business, 

financial condition and/or results of operations. 
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Risks in Estimating Resources: 

 

Uncertainties in estimating quantities of reserves/resources:  There 

are a number of uncertainties inherent in estimating the quantities of 

reserves/resources including factors which are beyond the control of 

the Corporation. In addition, the Corporation’s project is in the 

appraisal and development stage and additional information must be 

obtained to ultimately determine the economic viability of developing 

the contingent or prospective resources.  There is a risk that the 

Corporation will not be able to commercially produce any portion of its 

contingent or prospective resources.  

 

D.3 Risks related to the 

Common Shares 

 

Any investment in securities involves risks. Any such risks could also 

result in a significant fall of the market price of the Common Shares 

and investors losing all or part of their investment. 

 

Risks relating to the Offering 

 

Increase in Size of Standby Purchasers: There is a risk that Lorito 

and Zebra, either alone or acting together with Lundin Petroleum, may 

gain the ability to control substantially all matters requiring shareholder 

approval, including the election of directors and approval of significant 

corporate transactions and that the concentration of ownership may 

delay or prevent a change in control of the Corporation and make some 

future transactions more difficult or impossible without the support of 

the Standby Purchasers. 

 

The subscription commitment under the Standby Purchase 

Agreement is not secured: The Standby Purchasers’ commitment to 

subscribe for Common Shares under the Standby Purchase Agreement 

is not secured, therefore there is a risk that, in the case of termination of 

or non-fulfilment of obligations by the Standby Purchasers of their 

obligations under the Standby Purchase Agreement the Offering will 

not be fully subscribed. 

 

Currency Risks:  There is a risk that, as a result of fluctuations in the 

exchange rate between Canadian dollars and Swedish krona after the 

Subscription Price is set, Holders outside of Sweden will ultimately pay 

more, or less, per Common Shares than Holders who hold Common 

Shares through Euroclear Sweden. 

 

Dilution to Shareholders: There is a risk that a shareholder’s current 

percentage of ownership of the Corporation will be diluted if the 

shareholder does not exercise all of its Rights pursuant to the Basic 

Subscription Privilege and that the consideration received on the sale of 

unexercised Rights will not be sufficient to fully compensate the 

shareholder for the dilution caused as a result of the exercise of Rights 

by others. 
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Market Price of Common Shares: There is a risk that an active 

market for the Common Shares will not be sustained after the Offering. 

Factors unrelated to the performance of the Corporation may have an 

effect on the price of Common Shares. If an active market for the 

Common Shares does not continue, the liquidity of a subscriber’s 

investment may be limited and the price of the Common Shares may 

decline below the price at which the Common Shares are issued 

pursuant to the Offering and subscribers may lose their entire 

investment in the Common Shares. 

 

Market for Trading of Rights: There is a risk that the Rights will not 

be approved to be listed on the TSX-V and/or Nasdaq First North.  

There is also a risk that an active or any trading market in the Rights 

will not develop or that the Rights cannot be sold on the TSX-V and/or 

Nasdaq First North at any time. 

 

The Subscription Price does not necessarily reflect the 

Corporation’s Value: The Subscription Price was determined by 

negotiation between the Corporation and the Standby Purchasers and 

does not necessarily bear any relationship to the book value of the 

Corporation’s assets, past operations, cash flows, losses, financial 

condition or any other established criteria for value. After the date of 

this Prospectus, the Common Shares will trade at prices above, below 

or equal to the Subscription Price. 

 

The Trading Price of the Common Shares may decline below the 

Subscription Price: The trading price of the Common Shares in the 

future may decline below the Subscription Price. There is a risk that the 

Subscription Price will remain below any future trading price of the 

Common Shares. The exercise of Rights may not be revoked even if 

there is a decline in the price of the Common Shares prior to the Expiry 

Time. 

 

 

Section E - Offer 

E.1 Rights issue amount 

and costs 

Assuming that all of the Rights are exercised under the Offering, the 

gross proceeds received by the Corporation from the completion of the 

Offering are estimated to be $75,421,500, and after deducting 

estimated expenses of the Offering of $1,618,000 (mainly relating to 

costs for financial, legal and other professional advice), the net 

proceeds are estimated to be $73,803,500. 

 

E.2a Reasons for the offer 

and use of 

proceeds 

On October 7, 2013 the Corporation announced that Phase 1 of the 

Atrush Block Field Development Plan (“FDP”) was approved by the 

KRG. The initial 20-year Development Phase (as defined in Clause 

12.9 of the production sharing contract (the “PSC”) granted in respect 

of the Atrush Block (the “Atrush Block PSC”) commenced on the 

October 1, 2013. Phase 1 will consist of four initial producers (AT-2, 

AT-4, CK-5 and CK-8) connected to a 30,000 gross bopd production 
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facility. Works are currently in progress to implement the 30,000 

barrels of gross liquid per day Phase 1 production facility.  

 

Under the terms of the Atrush Block PSC, on exercise of its back-in 

right to acquire the Government Interest, the KRG is required to pay its 

pro rata share of project development costs from the date of declaration 

of a commercial discovery. Negotiations are currently ongoing amongst 

the parties to the Contractors group and the KRG to finalize a 

commercial agreement with the KRG and amend the Atrush Block PSC 

to give effect to the Government Interest. To the date of this Prospectus 

the process of amending the Atrush Block PSC and finalizing the 

commercial agreement has not been completed and the parties to the 

Contractors group are currently advancing cash for Atrush 

development costs which relate to the Government Interest. 

 

There is a risk that, in order to maintain the Atrush project schedule, 

the Corporation may be required to advance its pro rata share of the 

project development costs relating to the Government Interest, even in 

the absence of a commercial agreement. The Corporation currently 

estimates the total amount of advances required to cover its pro rata 

share of project development costs relating to Government Interest, 

from the date of declaration of a commercial discovery until the project 

generates cash flows from production, to be USD 48 million, of which 

the Corporation has advanced USD 25 million as at November 30, 

2014. 

 

The Corporation does not currently generate revenues and 

corresponding cash flows from its oil and gas appraisal and 

development operations and has relied to date upon the issuance of 

common shares, proceeds from asset sales and, most recently, bonds, to 

finance its ongoing oil exploration, development and acquisition 

activities.  

 

At the time the bonds were issued in November 2013 the Corporation 

had determined the issue amount based on the assumption that it would 

not be required to fund its pro rata share of Atrush project development 

costs relating to the Government Interest. That assumption, which was 

based on information the Corporation received from its partners in the 

Atrush Block, has since come into question and the Corporation, 

following numerous meetings and discussions with its partners in the 

Atrush Block, legal advisors, and through the guidance of its Board of 

Directors has determined it is in the best interests of its shareholders to 

ensure sufficient financing is in place to fully finance its participating 

interest share as well as its pro rata share of the Government Interest of 

project development costs in advance of these costs coming due for 

payment. 

 

Following the conclusion that additional financing would be required, 

management undertook a comprehensive review of strategic financing 

alternatives available to the Corporation. The Board of Directors, based 

on the recommendations of management, concluded that an offering of 
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Rights to its Holders was in the best interest of the shareholders of the 

Corporation.  

 

The Corporation intends to use the net proceeds of the Offering to 

fund: (i) the Corporation’s costs (including the additional funding 

required to cover the Corporation’s pro-rata share of the Government 

Interest) related to the financing, development and operation of the 

Atrush Block; (ii) the Corporation’s technical, management and 

administrative services expenses and other corporate purposes. 

 

The table below summarizes the Corporation’s total forecasted funding 

requirements until the Atrush field generates cash flows from sales of 

oil production, currently projected at end of December 2015. 

 

In USD millions 

 

 

13 months ended  

December 31, 2015 

ShaMaran's 20.1% interest in Atrush Block   68 

6.7% pro rata share of Government Interest¹   23 

Corporate administration and bond interest costs   24 

Total cash requirement   115 

Less: working capital at November 30, 2014   (55) 

Additional cash requirement   60 

    
¹As at November 30, 2014 the Corporation has contributed USD 25 million towards advancing its 6.7% pro-

rata share of Government Interest in Atrush for the period from November 7, 2012 through November 30, 

2014. 

 
 

E.3 Terms and 

conditions for the 

Offering 

Registered Holders of Common Shares, Holders of Common 

Shares Registered With CDS (Canada) and Approved Eligible 

Holders 

 

Holders of record at the close of business (Toronto time) on the Record 

Date will receive Rights on the basis of one Right for each Common 

Share held at that time. The Rights permit Holders (provided that such 

holders are in an Eligible Jurisdiction or are Approved Eligible 

Holders) to subscribe for and purchase from the Corporation an 

aggregate of up to 754,214,990 Common Shares, assuming exercise in 

full of the Rights issued hereunder, on the basis of 93 Common Shares 

for every 100 Rights held. The Rights are transferable in Canada by the 

holders thereof. 

 

For Holders who hold their Common Shares in registered form, a 

Rights Certificate evidencing the number of Rights to which a holder is 

entitled as at the Record Date and the number of Common Shares 

which may be obtained on exercise of those Rights will be mailed with 

a copy of this Prospectus to each Holder as of the close of business on 

the Record Date. 

 

Holders that hold their Common Shares through a CDS Participant will 

not receive physical certificates evidencing their ownership of Rights. 
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On the Record Date, a global certificate representing such Rights will 

be issued in registered form to, and in the name of, CDS or its nominee. 

 

Subscription Basis: 

 

For every 100 Rights, the holder thereof is entitled to subscribe for 93 

Common Shares at a price of $9.30, being the equivalent of 0.10 per 

Common Share. Any subscription for Common Shares will be 

irrevocable once submitted. 

 

Fractional Common Shares will not be issued on the exercise of Rights. 

An entitlement to a fractional Common Share will be rounded down to 

the next whole Common Share. CDS Participants that hold Rights for 

more than one beneficial holder may, upon providing evidence 

satisfactory to the Corporation, exercise Rights on behalf of its 

accounts on the same basis as if the beneficial owners of Common 

Shares were Holders of record on the Record Date. 

 

Commencement Date and Expiry Date: The Rights will be eligible for 

exercise following the Commencement Date. The Rights will expire at 

the Expiry Time on the Expiry Date. Holders who exercise their Rights 

will become holders of Common Shares issued through the exercise of 

the Rights on the completion of the Offering, which is expected to 

occur on or before the seventh business day following the Expiry Date. 

RIGHTS NOT EXERCISED PRIOR TO THE EXPIRY TIME ON 

THE EXPIRY DATE WILL BE VOID AND OF NO VALUE. 

 

Basic Subscription Privilege: Each Holder at the close of business on 

the Record Date is entitled to receive one Right for each Common 

Share held. For every 100 Rights held, the holder (other than an 

Ineligible Holder) is entitled to acquire 93 Common Shares under the 

Basic Subscription Privilege at a price of $9.30, being the equivalent of 

$0.10 per Common Share, by subscribing and making payment in the 

manner described herein on or before the Expiry Time on the Expiry 

Date. A holder of Rights that subscribed for some, but not all, of the 

Common Shares pursuant to the Basic Subscription Privilege will be 

deemed to have elected to waive the unexercised balance of such 

Rights and such unexercised balance of Rights will be void and of no 

value unless the Subscription Agent is otherwise specifically advised 

by such holder at the time the Rights Certificate is surrendered that the 

Rights are to be transferred to a third party or are to be retained by the 

holder. Holders of Rights who exercise in full the Basic Subscription 

Privilege for their Rights are also entitled to subscribe for Additional 

Common Shares, if any, that are not otherwise subscribed for under the 

Offering on a pro rata basis, prior to the Expiry Time on the Expiry 

Date pursuant to the Additional Subscription Privilege. 

 

For Common Shares held in registered form, in order to exercise the 

Rights represented by a Rights Certificate, the holder of Rights must 

complete and deliver the Rights Certificate to the Subscription Agent in 

accordance with the terms of this Offering in the manner and upon the 
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terms set out in this Prospectus and pay the aggregate Subscription 

Price. All exercises of Rights are irrevocable once submitted. 

 

Those who elect not to participate in the Offering may have their 

ownership diluted by up to 48.19%, but may also have the opportunity 

to sell their Rights. The TSX-V has conditionally approved the listing 

of the Rights during the period from and including January 8, 2015 up 

to and including February 9, 2015. 

 

Holders of Common Shares registered in Euroclear Sweden 

(Sweden) 

Holders of Common Shares in Euroclear Sweden at the close of 

business (Swedish time) on the Record Date will receive Rights on the 

basis of one Right for each Common Share held at that time. For every 

100 Rights held, the holder thereof is entitled to subscribe for 93 

Common Shares at the price of SEK 63.24, being the equivalent of 

SEK 0.68 per Common Share. Any subscription for Common Shares 

will be irrevocable once submitted.  

 

Holders of Rights may subscribe for Common Shares during the period 

from and including January 19, 2015 up to and including 3.00 p.m. 

(Stockholm time) February 4, 2015. On expiry of the subscription 

period, the Rights which have not been exercised will expire and 

become null and void. Unexercised Rights will be cancelled from the 

securities (VP) account without any notice from Euroclear Sweden. 

The subscription period may be extended. 

 

Those who elect not to participate in the Offering may have their 

ownership diluted by up to 48.19%, but may also have the opportunity 

to sell their Rights. It is expected that the Rights will be listed on 

Nasdaq First North during the period from and including January 19, 

2015 up to and including February 2, 2015. 

 

Subject to applicable securities laws, a printed Common Share issue 

statement with an accompanying bank giro slip will be sent directly to 

registered holders of Common Shares, or to relevant representatives of 

such holders, who on the Record Date are registered in the share 

register maintained by Euroclear Sweden. The printed Common Share 

issue statement will show, among other things, the number of Rights 

received and the number of Common Shares that may be subscribed for 

by way of such Rights. A securities (VP) account statement with 

respect to the registration of Rights in a holder’s securities account will 

not be dispatched. 

 

Holders of Common Shares, whose shareholding is registered with a 

nominee bank or another nominee, will not receive a Common Share 

issue statement from Euroclear Sweden. Instead, Euroclear Sweden 

will send the nominee a Common Share issue statement and the 

exercise of Subscription Rights and payment of the Subscription Price 

on behalf of such holders of Common Shares will be made only 

according to instructions from the nominee. 
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E.4 Conflicts of interest 

etc. 

N/A; no conflicts of interest or similar exist. 

E.5 Seller of the 

Common Shares/ 

Lock-up agreement 

N/A; the Offering only comprises newly issued Common Shares and 

no lock-up agreement or similar is in place.  

 

E.6 Dilution Assuming that all Rights are exercised under the Offering, the number 

of Common Shares in ShaMaran will increase from 810,983,860 to 

1,565,198,850 Common Shares, corresponding to an increase of 

48.19%. Shareholders who do not take up their Rights in the Offering 

may be subject to a dilution effect of up to 754,214,990 new Common 

Shares and votes, corresponding to 48.19% of the total number of 

Common Shares and votes. 

 

E.7 Costs for the  

investor 

 

N/A; ShaMaran will not impose any charges or fees on investors.  
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RISK FACTORS 

Before making an investment decision, prospective purchasers of Common Shares should carefully read 

and assess the risk factors set out below. The risks presented in this Prospectus are to the Corporation’s 

best knowledge. Additional risks and uncertainties of which the Corporation is not currently aware or 

currently believes to be immaterial may also materially adversely affect the Corporation’s business, 

financial condition or operating results. The order in which the individual risks are presented below is not 

intended to provide an indication of the likelihood of their occurrence nor of the severity of the individual 

risks. 

The Corporation is engaged in the exploration, development and production of crude oil and natural gas 

and its operations are subject to various risks and uncertainties.  If any of the risks described below 

materialise, the effect on the Corporation’s business, financial condition or operating results could 

be materially adverse. 

The business of the Corporation should be considered speculative due to the nature of the Corporation’s 

business. Investment in the Corporation involves a high degree of risk and should only be considered by 

those persons who can afford a total loss of their investment. 

Risks relating to ShaMaran 

Political and Regional Risks  

Political uncertainty and potential impact of actions of ISIS: ShaMaran’s assets and operations are located 

in Kurdistan, a federally recognised semi-autonomous political region in Iraq, and may be influenced by 

political developments between Kurdistan and the Iraq federal government, as well as political 

developments of neighbouring states within MENA region, Turkey, and surrounding areas. Kurdistan and 

Iraq have a history of political and social instability. As a result, the Corporation is subject to political, 

economic and other uncertainties that are not within its control. These uncertainties include, but are not 

limited to, changes in government policies and legislation, adverse legislation or determinations or rulings 

by governmental authorities and disputes between the Iraq federal government and Kurdistan.  

During recent months there has been a growing threat from the actions of ISIS which has resulted in an 

increased security threat in Iraq and the Kurdistan Region of Iraq.  Operations were suspended 

temporarily by a number of international companies including TAQA Atrush B.V. (“TAQA”), a 

subsidiary of Abu Dhabi National Energy Company and the operator (the “Operator”) of the Atrush 

Block. The security situation in the region has improved recently, however if ISIS were to engage in 

attacks or were to occupy areas within the Kurdistan Region of Iraq, it could result in the Corporation and 

its joint venture partners having to stop operations in the Atrush Block.  This could result in delays in 

operations, additional costs for increased security and difficulty in attracting/retaining qualified service 

companies and related personnel, which could materially adversely impact the operations and future 

prospects of the Corporation and could have a material adverse effect on the Corporation's business and 

financial condition. 

Business Risks 

Risks associated with petroleum contracts in Iraq: The Iraq constitution grants a role for the regions of 

Iraq in awarding of petroleum contracts for certain types of operations, and in regulating those petroleum 

operations occurring within the regions. No federal Iraq legislation has yet been agreed or enacted by the 

Iraq parliament to govern the future organisation and management of Iraq’s petroleum industry as there 
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are a number of material issues which need to be resolved between the Federal Government and the 

Kurdistan Regional Government of Iraq (the “KRG”). There is a risk that the Federal legislation may not 

be adopted in a timely fashion, if at all. Failure to enact federal legislation could extend or increase 

uncertainty within Iraq’s petroleum industry which may result in additional burdens being placed on the 

Corporation including, but not limited to, difficulty obtaining clear title to its assets or in obtaining 

adequate financing for its future projects.  

In the absence of progress on the Draft Federal Petroleum Law, on August 6, 2007, the Kurdistan 

National Assembly approved the Oil and Gas Law which came into force in Kurdistan with effect from 

August 9, 2007. The Kurdistan National Assembly passed the Oil and Gas Law which is declared to be 

supported by the Iraq constitution and provides the foundation for economic development of the largely 

untapped resources of Kurdistan. Under the Oil and Gas Law domestic and international investors in oil 

and gas can come to Kurdistan, generate revenue and provide employment and training opportunities for 

citizens in the region. Consistent with the Iraq constitution the Oil and Gas Law requires Kurdistan to 

share revenue with the Iraq federal government and other regions of Iraq, just as other areas of Iraq will 

share oil revenues with Kurdistan. The KRG has signed a number of PSCs with international oil 

companies based on the oil and gas law passed in August 2007. The Corporation currently has an interest 

in the Atrush Block PSC which is within the jurisdiction of the Oil and Gas Law.   

The Iraq oil ministry has historically disputed the validity of the KRG’s production sharing contracts and, 

as an indirect result, the Corporation’s right and title to its oil and gas assets. The KRG is disputing the 

claims and has stated that the contracts are compliant with the Iraq constitution. At the present time there 

is no assurance that the PSCs agreed with the KRG are enforceable or binding in accordance with 

ShaMaran’s interpretation of their terms or that, if breached, the Corporation would have remedies.  

When acquiring an interest in a PSC, there is a risk that there is an unforeseen defect in the chain of title.  

A defect in the title may impair ShaMaran’s interest in the Atrush Block PSC.  

The Corporation believes that it has valid title to its oil and gas assets and the right to explore for and 

produce oil and gas from such assets under the Atrush Block PSC. However, there is a risk that the Iraq 

federal government could pursue and be successful in a claim that the production sharing contracts agreed 

with the KRG are invalid.  Should this or any similar unfavourable changes develop which impact on the 

economic and operating terms of the Atrush Block PSC, it could result in adverse effects to the 

Corporation’s business including, but not limited to, impairing the Corporation’s claim and title to assets 

held, and or increasing the obligations required, under the Atrush Block PSC. 

Negative Operating Cash Flow: The Corporation had negative cash flow for the financial year ended 

December 31, 2013 and the Corporation has received no revenue to date from the exploration and 

development activities on the Atrush Block. The Corporation’s partners are currently undertaking 

development activity on the Atrush Block, but there is no certainty that the Corporation will produce 

revenue, operate profitably or provide a return on investment in the future.  The Corporation has incurred 

net losses in the past and may incur losses in the future and will continue to incur losses until and unless it 

can derive sufficient revenues from its projects.  There is no guarantee that the Corporation will ever be 

profitable.  

Risk of payment of KRG obligations: Under the terms of the Atrush Block PSC, upon the exercise of its 

back-in right, the KRG is required to pay its share of project development costs from the date of 

declaration of commerciality. Negotiations are currently ongoing to finalize a commercial agreement with 

the KRG which would require the partners to carry the KRG share of cost in the block.  That agreement 

has not yet been finalised and the partners in the contractor group are currently paying their proportionate 

share of the KRG costs. The Corporation estimates the KRG’s share of Atrush project development costs 
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from November 30, 2014 until the project generates cash flows from production to be USD 23 million.  

ShaMaran may be required to fund the KRG’s share of project development costs, even in the absence of 

a commercial arrangement.  This would affect the economics of the project. 

Marketing, markets and transportation: There is a risk that the export of oil and gas from Kurdistan, and 

the payments relating to such exports, could be disrupted or delayed. During 2014, the KRG began to 

export and sell oil shipments to global markets through Turkey via oil tanker from the port at Ceyhan. 

The Government of Iraq opposes unilateral exports by the KRG and has made public statements that it 

will take action against any company that facilitates sales of exports by the KRG. The Government of Iraq 

also has pending arbitration against Turkey at the International Chamber of Commerce in relation to such 

exports. The payment mechanism for oil exported and sold directly by the KRG and the payment 

mechanism relating to the contractor's entitlements of such exports is not yet established. Therefore, there 

is uncertainty relating to the amount and timing for receipt of any proceeds in regards to contractor's 

entitlements under the terms of the PSCs for any oil that is delivered for export and sale by the KRG. The 

ultimate outcome of the uncertainties pertaining to the KRG's direct sale of oil exports and the resolution 

and timing and development of the related payment mechanism for such sales could have an adverse 

impact on the economics of the project and the Corporation's financial condition. 

The Corporation’s ability to export and market oil and gas may also depend upon its ability to secure 

transportation and delivery of its potential production to pipelines and processing facilities. Potential 

government regulation relating to price, quotas and other aspects of the oil and gas business could result 

in adverse effects to the Corporation’s business including, but not limited to, impairing the Corporation’s 

ability to export and sell oil and gas and receive full payment for all sales of oil and gas.  

Shared ownership and dependency on partners: ShaMaran’s operations are to a significant degree 

conducted together with one or more partners through contractual arrangements with the execution of the 

operations being undertaken by the Operator in accordance with the terms of the Atrush joint operating 

agreement. As a result, ShaMaran has to rely on the Operator to execute the work program.  ShaMaran 

has limited ability to exercise influence over the deployment of those assets or their associated costs and 

this could adversely affect the execution of operations and have an impact on ShaMaran’s financial 

performance.  

ShaMaran’s return on assets operated by others will therefore depend upon a number of factors that may 

be outside of ShaMaran’s control, including the timing and amount of capital expenditures, the Operator’s 

expertise and financial resources, the approval of other participants, the selection of technology and risk 

management practices. The Operator, along with the Corporation’s other partners, may have different 

opinions on how to conduct certain operations which may result in delays, losses or increased costs not 

anticipated by the Corporation. In addition, if the Operator or other partners fail to perform, ShaMaran 

may, among other things, risk losing rights or revenues or incur additional obligations or costs in order to 

itself perform in place of its partners. If a dispute would arise with one or more partners such dispute may 

have significant negative effects on the Corporation’s operations relating to its projects.  

The Corporation's development programs in the Kurdistan Region of Iraq involve the need to obtain 

approvals from the relevant authorities, which may require conditions to be satisfied or the exercise of 

discretion by those authorities. In cases where it is not possible for such conditions to be satisfied there 

could be delays in conducting operations and this could affect the Corporation’s financial performance. 

Financing Risk 

There is a risk that additional funding will not be available to the Corporation for further development and 

expansion of its operations. As future capital expenditures will be financed out of funds generated from 
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operations, bank borrowings if available, and possible issuances of debt or equity securities, the 

Corporation’s ability to do so is dependent on, among other factors, the overall state of lending and 

capital markets and investor and lender appetite for investments in the energy industry generally, and the 

Corporation’s securities in particular.  

Although the Corporation has been successful in the past in obtaining financing through the sale of equity 

securities and placement of debt instruments, there can be no assurance that additional funding will be 

available, or available under terms favorable to the Corporation. The Corporation’s ability to raise further 

equity or debt financing will vary according to a number of factors, including the growth of its business 

and stock market conditions. To the extent that external sources of capital become limited or unavailable 

or available only on onerous terms, the Corporation’s ability to invest and to maintain existing assets may 

be impaired, and could adversely affect the Corporation’s operations, business and financial condition. 

Risks in Estimating Resources 

There are a number of uncertainties inherent in estimating the quantities of reserves/resources including 

factors which are beyond the control of the Corporation. Estimating reserves and resources is a subjective 

process and the results of drilling, testing, production and other new data subsequent to the date of an 

estimate may result in revisions to original estimates.  

Reservoir parameters may vary within reservoir sections. The degree of uncertainty in reservoir 

parameters used to estimate the volume of hydrocarbons, such as porosity, net pay and water saturation, 

may vary. The type of formation within a reservoir section, including rock type and proportion of matrix 

and or fracture porosity, may vary laterally and the degree of reliability of these parameters as 

representative of the whole reservoir may be proportional to the overall number of data points (wells) and 

the quality of the data collected. Reservoir parameters such as permeability and effectiveness of pressure 

support may affect the recovery process. Recovery of reserves and resources may also be affected by the 

availability and quality of water, fuel gas, technical services and support, local operating conditions, 

security, performance of the operating company and the continued operation of well and plant equipment.  

Additional risks associated with estimates of reserves and resources include risks associated with the oil 

and gas industry in general which include normal operational risks during drilling activity; development 

and production; delays or changes in plans for development projects or capital expenditures; the 

uncertainty of estimates and projections related to production, costs and expenses; health, safety, security 

and environmental risks; drilling equipment availability and efficiency; the ability to attract and retain key 

personnel; the risk of commodity price and foreign exchange rate fluctuations; the uncertainty associated 

with dealing with governments and obtaining regulatory approvals; performance and conduct of the 

operator; and risks associated with international operations. 

The Corporation’s project is in the appraisal and development stage and, as such, additional information 

must be obtained by further appraisal drilling and testing to ultimately determine the economic viability 

of developing any of the contingent or prospective resources. There is a risk that the Corporation will not 

be able to commercially produce any portion of its contingent or prospective resources. Any significant 

change, in particular, if the volumetric resource estimates were to be materially revised downwards in the 

future, could negatively impact investor confidence and ultimately impact the Corporation’s performance, 

share price and total market capitalisation.  

The Corporation has engaged professional geologists and engineers to evaluate reservoir and development 

plans; however, process implementation risk remains. The Corporation’s reserves and resource 

estimations are based on data obtained by the Corporation which has been independently evaluated by 
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McDaniel & Associates Consultants Ltd (“McDaniel”), ShaMaran’s independent qualified reserves and 

resource evaluator. 

The foregoing risk factors should be carefully reviewed and considered by an investor before a 

decision is made to invest in the Rights offered hereunder or Common Shares issuable upon the 

exercise of Rights. Such risks may not be the only risks facing ShaMaran. Additional risks not 

currently known may also negatively impact ShaMaran's business operations and results of 

operations. 

Risks relating to the Offering 

Increase in Size of Standby Purchasers: To the knowledge of the Corporation, the Standby Purchasers and 

their affiliates currently own, in aggregate, 210,441,300 Common Shares representing 25.95% of 

outstanding capital of the Corporation. If only the Standby Purchasers subscribe for Rights in accordance 

with the Standby Purchase Agreement, and no other shareholders exercise their rights hereunder, the 

Standby Purchasers could hold, in aggregate, 964,656,290 Common Shares representing 61.63% of the 

outstanding capital of the Corporation following the Offering. As a result, the Standby Purchasers may 

gain the ability to control substantially all matters requiring shareholder approval, including the election 

of directors and approval of significant corporate transactions. In addition, this concentration of 

ownership may delay or prevent a change in control of the Corporation and make some future transactions 

more difficult or impossible without the support of the Standby Purchasers. The interests of the Standby 

Purchasers may not coincide with the Corporation’s interests or interests of other shareholders. 

Accordingly, the Standby Purchasers could cause the Corporation to enter into transactions or agreements 

that other shareholders would not approve or make decisions with which other shareholders may disagree. 

Set out below is a table illustrating the holdings of the Standby Purchasers before and after the Offering 

assuming that only the Standby Purchasers exercise rights under the Offering. 

 

 
Current 

Holdings 

Standby 

Shares 

Holdings assuming that only the 

Standby Guarantors exercise 

rights under the Offering
(1)

 

Lorito Holdings S.a.r.l. 49,141,300 138,785,692 12.01% 

Zebra Holdings and 

Investments S.a.r.l. 111,300,000 289,677,008 25.62% 

Lundin Petroleum B.V. 50,000,000 325,752,290 24.01% 

Total: 210,441,300 754,214,990 61.63% 

 
 Note: 
 

(1) Assumes that there will be 1,565,198,850 shares of the Corporation outstanding after the rights offering. 

The subscription commitment under the Standby Purchase Agreement is not secured: The Standby 

Purchasers’ commitment to subscribe for Common Shares under the Standby Purchase Agreement is not 

secured through a bank guarantee, collateral or otherwise. Against this background, there is a risk that in 

case of termination or non-fulfilment of obligations by the Standby Purchasers under the Standby 

Purchase Agreement the Offering will not be fully subscribed and the expected issue proceeds will not be 

raised by the Corporation in full, which would be detrimental to the Corporation’s financial position and 

adversely affect the value of an investment in the Corporation. 
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Currency Risks:  Prior to filing the final short form prospectus, the Subscription Price will be set in 

Canadian dollars in accordance with the pricing structure described in this Prospectus.  The price for 

Holders who hold their Common Shares through Euroclear Sweden will be determined based on currency 

exchange rates between Canadian dollars and Swedish krona at the time the Subscription Price is set.  

Subsequent fluctuations in the exchange rates between Canadian dollars and Swedish krona could result 

in Holders outside of Sweden paying more, or less, per Common Share than Holders who hold Common 

Shares through Euroclear Sweden. 

Dilution to Shareholders: If a shareholder of the Corporation does not exercise all of its Rights pursuant to 

the Basic Subscription Privilege, the shareholder’s current percentage of ownership in the Corporation 

will be diluted by the issuance of Common Shares upon the exercise of Rights by other shareholders as 

well as the exercise of Rights and purchase of Standby Shares by the Standby Purchasers in accordance 

with the Standby Purchase Agreement. Even if a shareholder elects to sell its unexercised Rights or if its 

Rights are sold on its behalf, the consideration it receives may not be sufficient to compensate it fully for 

the dilution of its current percentage ownership in the Corporation that will be caused as a result of the 

exercise of Rights by other shareholders and the exercise of Rights and the purchase of Standby Shares by 

the Standby Purchasers in accordance with the Standby Purchase Agreement. 

In addition, if additional financing is raised by the issuance of shares or other forms of convertible 

securities in the future, shareholders may suffer further dilution. 

Market Price of Common Shares: There can be no assurance that an active market for the Common 

Shares will be sustained after the Offering. Securities of small and mid-cap companies have experienced 

substantial volatility in the past, often based on factors unrelated to the financial performance or prospects 

of the companies involved. These factors include global economic developments and market perceptions 

of the attractiveness of certain industries. The price per Common Share is also likely to be affected by the 

Corporation’s financial condition or results of operations as reflected in its annual and quarterly filings. 

Other factors unrelated to the performance of the Corporation that may have an effect on the price of 

Common Shares include the following: the extent of analytical coverage available to subscribers 

concerning the business of the Corporation may be limited if investment banks with research capabilities 

do not follow the Corporation’s securities; lessening in trading volume and general market interest in the 

Corporation’s securities may affect a subscriber’s ability to trade significant numbers of Common Shares; 

the size of the Corporation’s public float may limit the ability of some institutions to invest in the 

Corporation’s securities; and a substantial decline in the price of the Common Shares that persists for a 

significant period of time could cause the Corporation’s securities, if listed on an exchange, to be de-listed 

from such exchange, further reducing market liquidity. If an active market for the Common Shares does 

not continue, the liquidity of a subscriber’s investment may be limited and the price of the Common 

Shares may decline below the price at which the Common Shares are issued pursuant to the Offering. If 

such a market does not develop, subscribers may lose their entire investment in the Common Shares. 

As a result of any of these factors, the market price of the Common Shares at any given point in time may 

not accurately reflect the long term value of the Corporation. Securities class-action litigation has been 

brought against companies following periods of volatility in the market price of their securities. The 

Corporation may in the future be the target of similar litigation. Securities litigation could result in 

substantial costs and damages and divert management’s attention and resources.  

Responsibilities of Holders of Rights: Holders of Rights will be responsible for completing their 

subscriptions accurately and within the prescribed time limits. Holders who wish to purchase Common 

Shares in this Offering must act promptly to ensure that all required forms and payments are actually 

received by the Subscription Agent or the CDS Participant holding the subscriber's Rights prior to the 

Expiry Time. If a Holder of Rights fails to complete and sign the required subscription forms, sends an 
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incorrect payment amount or otherwise fails to follow the subscription procedures that apply to the 

transaction in question, the Subscription Agent or the CDS Participant may, depending on the 

circumstances, reject a subscription or accept it to the extent of the payment received. None of the 

Corporation, the Subscription Agent or the CDS Participant undertakes to contact a Holder of Rights 

concerning, or attempt to correct, an incomplete or incorrect payment or subscription form. The 

Corporation has the sole discretion to determine whether a subscription properly follows subscription 

procedures.  

Market for Trading of Rights: There is a risk that the Rights will not be approved to be listed on the TSX-

V and/or Nasdaq First North.  There is also a risk that an active or any trading market in the Rights will 

not develop or that the Rights cannot be sold on the TSX-V and/or Nasdaq First North at any time. 

No Independent Due Diligence: This Offering is not underwritten. Thus, there has not been an 

independent “due diligence” review of matters covered by this Prospectus, such as might be conducted by 

an underwriter had one been affiliated with this Offering. 

Use of Proceeds: The Corporation currently intends to allocate the net proceeds received from the 

Offering as described under “Use of Proceeds”. The failure by the Corporation to apply these funds 

effectively could have a material adverse effect on the Corporation’s business. 

The Subscription Price does not necessarily reflect the Corporation’s Value: The Subscription Price was 

determined by negotiation between the Corporation and the Standby Purchasers and does not necessarily 

bear any relationship to the book value of the Corporation’s assets, past operations, cash flows, losses, 

financial condition or any other established criteria for value. After the date of this Prospectus, the 

Common Shares may trade at prices above, below or equal to the Subscription Price. 

The Trading Price of the Common Shares may decline below the Subscription Price: The trading price of 

the Common Shares in the future may decline below the Subscription Price.  Future prices of the 

Common Shares may adjust positively or negatively depending on various factors, including those 

described above. The exercise of Rights may not be revoked even if there is a decline in the price of the 

Common Shares prior to the Expiry Time. 

Anticipated Proceeds May Not Be Fully Realized: The Standby Commitment being provided by the 

Standby Purchasers in connection with the Offering is conditional upon, among other things, receipt of all 

necessary approvals from securities regulatory authorities. In the event the Corporation is unable to 

receive all such necessary approvals on a timely basis, the Standby Purchasers will not be obligated to 

comply with the Standby Commitment and the Offering may not proceed. If the conditions to the Standby 

Purchasers’ obligation to purchase the Standby Shares are not satisfied, or the Standby Purchase 

Agreement is terminated in accordance with its terms and the Standby Purchasers do not purchase the 

Standby Shares, the Offering may not be fully subscribed and even the anticipated minimum proceeds 

from the Standby Commitment may not be fully realized. The receipt of net proceeds from the Offering in 

an amount less than the anticipated proceeds may have a material adverse effect on the Corporation's 

ability to fund its allocation of the upcoming work program on its existing blocks and, as a result, the 

Corporation may be required to raise further funds in the near term through the issuance of Common 

Shares or the issuance of debt instruments or other securities convertible into Common Shares. The 

Corporation cannot predict the size of future issuances of Common Shares or the issuance of debt 

instruments or other securities convertible into Common Shares or the effect, if any, that future issuances 

and sales of the Corporation's securities will have on the market price of the Common Shares. 
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FEATURES OF THE OFFERING 

The following is a summary of the principal features of the Offering and should be read in conjunction 

with, and is qualified in its entirety by, the more detailed information and financial data and statements 

contained elsewhere or incorporated by reference in this Prospectus. Certain terms used in this summary 

and in the Prospectus are defined elsewhere herein. 

 

Issuer ShaMaran Petroleum Corp. 

The Offering The Offering consists of Rights to subscribe for up to approximately 

754,214,990 Common Shares. Each Holder on the Record Date will receive 

one Right for each Common Share held. Every 100 Rights entitles the holder 

(provided that such holder is in an Eligible Jurisdiction or is an Approved 

Eligible Holder, as defined below) thereof to subscribe for 93 Common 

Shares. 

Record Date January 12, 2015 

Expiry Date February 9, 2015 for Holders in CDS (Canada) and February 4, 2015 for 

Holders in Euroclear Sweden. 

Expiry Time 5:00 p.m. (Toronto time) in CDS (Canada) and 3.00 p.m. (Stockholm time) 

in Euroclear Sweden on the Expiry Date.  Rights not exercised at or before 

the Expiry Time on the Expiry Date will be void and have no value. 

Maximum Number of 

Common Shares 

Issuable 

754,214,990 

Intention of Standby 

Purchasers to Exercise 

Rights 

The Standby Purchasers have agreed, subject to certain terms, conditions and 

limitations set out in the Standby Purchase Agreement, to exercise their 

Basic Subscription Right and Additional Subscription Right, if applicable.  

See “Standby Commitment”) 

Subscription Price The subscription price per Common Share will be $0.10 (SEK 0.68) (the 

“Subscription Price”).  

Net Proceeds Up to $73,803,500 after deduction of estimated expenses of approximately 

$1,618,000 and assuming exercise in full of the Rights. 

Use of Proceeds The Corporation intends to use the net proceeds of the Offering to fund 

(i) the Corporation’s costs (including the additional funding required to 

cover the Corporation’s pro-rata share of the Government Interest) 

related to the financing, development and operation of the Atrush 

Block; 

(ii) the Corporation’s technical, management and administrative services 

expenses and other corporate purposes. 

 

See “Use of Proceeds” and “Background to and Reasons For the Offering”. 
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Basic Subscription 

Privilege 

Every 100 Rights entitles the holder thereof to subscribe for 93 Common 

Shares upon payment of $9.30 (SEK 63.24).  No fractional Common Shares 

will be issued.  If a subscriber would appear to be entitled to a fractional 

Common Share, the subscriber’s entitlement will be rounded down to the 

nearest whole number of Common Shares. See “Details of the Offering for 

Registered Holders of Common Shares, Holders of Common Shares 

Registered with CDS (Canada) and Approved Eligible Holders - Basic 

Subscription Privilege” and “Details of the Offering for Holders of Common 

Shares in Euroclear Sweden - A. Subscription for Common Shares by way of 

Exercising Rights”. 

Additional Subscription 

Privilege 

Holders of Rights who exercise in full the Basic Subscription Privilege for 

their Rights are also entitled to subscribe pro rata for Additional Common 

Shares, if any, not otherwise purchased pursuant to the Basic Subscription 

Privilege. See “Details of the Offering for Registered Holders of Common 

Shares, Holders of Common Shares Registered with CDS (Canada) and 

Approved Eligible Holders - Additional Subscription Privilege” and “Details 

of the Offering for Holders of Common Shares in Euroclear Sweden 

(Sweden) - B. Subscription for Additional Common Shares without 

Exercising Rights”. 

Exercise of Rights Registered Holders, Holders Registered with CDS (Canada) and Approved 

Eligible Holders 

For all Holders whose Common Shares are held in registered form with an 

address of record in an Eligible Jurisdiction, a Rights Certificate representing 

the total number of Rights to which the Holder is entitled as at the Record 

Date will be mailed with a copy of this Prospectus to each such Holder. In 

order to exercise the Rights represented by the Rights Certificate, such 

holder of Rights must complete and deliver the Rights Certificate in 

accordance with the instructions set out under “Details of the Offering for 

Registered Holders of Common Shares, Holders of Common Shares 

Registered with CDS (Canada) and Approved Eligible Holders - How to 

Complete the Rights Certificate”. For Holders whose Common Shares are 

held through a CDS Participant, a subscriber may exercise its Basic 

Subscription Privilege and subscribe for Common Shares by instructing the 

CDS Participant holding the subscriber’s Rights to exercise all or a specified 

number of such Rights and forwarding the Subscription Price for each 

Common Share subscribed for in accordance with the terms of this Offering 

to such CDS Participant.  The Additional Subscription Privilege may not 

be exercised through CDS.  Any person holding Rights through CDS will 

be required to withdraw such Rights from CDS prior to exercise of the 

Additional Subscription Privilege. 

 

Euroclear Sweden 

Subject to applicable securities laws, a printed Common Share issue 

statement with an accompanying bank giro slip will be sent directly to 

registered holders of Common Shares (except for Ineligible Holders), or to 

relevant representatives of such holders, who on the Record Date are 

registered in the share register maintained by Euroclear Sweden on behalf 

ShaMaran. Subscription for Common Shares by way of exercising Rights is 
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made by paying the Subscription Price of SEK 0.68 per new Common Share 

in cash at any Swedish bank office (subscription through payment). Holders 

of Common Shares, whose shareholding is registered with a nominee bank or 

another nominee, will not receive a Common Share issue statement from 

Euroclear Sweden. Instead, Euroclear Sweden will send the nominee a 

Common Share issue statement and the exercise of Rights and payment of 

the Subscription Price on behalf of such holders of Common Shares will be 

made only according to instructions from the nominee. 

Holders in Ineligible 

Jurisdictions 

No subscription under the Basic Subscription Privilege nor under the 

Additional Subscription Privilege will be accepted from any person, or such 

person's agent, who appears to be, or who the Corporation has reason to 

believe is, an Ineligible Holder, except that the Corporation may accept 

subscriptions in certain circumstances from Approved Eligible Holders. No 

Rights Certificate will be mailed to Ineligible Holders and Ineligible Holders 

will not be permitted to exercise their Rights. Holders of Common Shares 

who have not received Rights Certificates but are resident in an Eligible 

Jurisdiction or wish to be recognized as an Approved Eligible Holder should 

contact the Subscription Agent at the earliest possible time. Rights of 

Ineligible Holders in CDS (Canada) will be held by the Subscription Agent 

until 5:00 p.m. (Toronto time) on February 2, 2015 in order to provide the 

beneficial holders outside the Eligible Jurisdictions the opportunity to claim 

their Rights Certificate by satisfying to the Corporation that the exercise of 

their Rights will not be in violation of the laws of the applicable jurisdiction. 

After such time, the Subscription Agent will attempt to sell the Rights of 

such registered Ineligible Holders on such date or dates and at such price or 

prices as the Subscription Agent will determine in its sole discretion. 

Ineligible Holders whose shares are held through a CDS Participant or DTC 

Participant who wish to be recognized as Approved Eligible Holders should 

contact their CDS Participant or DTC Participant, respectively. See “Details 

of the Offering for Ineligible Holders”. 

Standby Commitment Under the Standby Purchase Agreement, the Standby Purchasers have 

agreed, subject to the satisfaction of certain conditions, to (i) exercise all of 

their Basic Subscription Rights (the “Basic Subscription”); and (ii) purchase 

all Common Shares not otherwise acquired under the offering (the “Standby 

Shares”). The Standby Purchasers are not engaged as an underwriter in 

connection with the Offering and have not been involved in the preparation 

of, or performed any review of, this Prospectus in the capacity of an 

underwriter. The Standby Purchase Agreement may be terminated by the 

Standby Purchasers prior to the Expiry Time in certain circumstances.  See 

“Standby Commitment”. 

Listing and Trading The TSX-V has conditionally approved the listing of the Rights and the 

Common Shares issuable on the exercise of the Rights. The Corporation also 

intends to apply to Nasdaq First North to list the Rights. 

Risk Factors An investment in Common Shares is subject to a number of risk factors.  See 

“Risk Factors”. 

Taxes Holders of Rights should refer to the section “Canadian Federal Income Tax 

Considerations” and “Swedish Income Tax Considerations”. 
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USE OF PROCEEDS 

Assuming that all rights are exercised under the Offering, the estimated gross proceeds received by the 

Corporation from the completion of the Offering are estimated to be approximately $75,421,500 and after 

deducting estimated expenses of the Offering, (mainly relating to costs for financial, legal and other 

professional advice) of $1,618,000 the net proceeds are estimated to be $73,803,500 (USD 63,420,000). 

The net proceeds of the Offering together with the Corporation’s working capital balance of USD 

55,110,000 as at November 30, 2014 results in total available financial resources of USD 118,530,000 

which the Corporation plans to use as follows: 

 
 Assuming that all of the 

rights are exercised under 

the Offering 

To fund through December 31, 2015 the Corporation’s costs 

(including the additional funding required to cover the 

Corporation’s pro-rata share of the Government Interest) related to 

the financing, development and operation of the Atrush Block
(1)

; 

USD 108,250,000 

To fund through December 31, 2015 the Corporation’s technical, 

management and administrative services expenses and other 

corporate purposes
(2)

; 

USD 6,750,000 

Total USD 115,000,000 

 
(1) For a discussion and details of the planned financing, development and operational activities on the Atrush block refer to sections 

“Background and Conditions - Background to and Reasons for the Offering” and “The Corporation - Operational History and Plans” 
included in this Prospectus. 

 

(2) For a discussion and details of the Corporation’s technical, management and administrative services expenses and other corporate 
purposes, refer to sections “Background and Conditions - Background to and Reasons for the Offering” and “The Corporation - 2013 

Bond Issue” included in this Prospectus. 

The Corporation has had negative operating cash flow from operations for the financial year ended 

December 31, 2013. The Corporation’s ability to sustain positive operating cash flow will depend upon a 

number of factors, including, among others, the worldwide market price of oil and the commencement of 

commercial production at the Atrush Block. See “Risk Factors”. 

DETAILS OF THE OFFERING FOR REGISTERED HOLDERS OF COMMON SHARES, 

HOLDERS OF COMMON SHARES REGISTERED WITH CDS (CANADA) AND APPROVED 

ELIGIBLE HOLDERS 

Issue of Rights and Record Date 

Holders of record at the close of business (Toronto time) on the Record Date will receive Rights on the 

basis of one Right for each Common Share held at that time. The Rights permit Holders (provided that 

such holders are in an Eligible Jurisdiction or are Approved Eligible Holders) to subscribe for and 

purchase from the Corporation an aggregate of up to 754,214,990 Common Shares, assuming exercise in 

full of the Rights issued hereunder, on the basis of 93 Common Shares for every 100 Rights held. The 

Rights are transferable in Canada by the holders thereof. See “Details of the Offering for Registered 

Holders of Common Shares, Holders of Common Shares Registered with CDS (Canada) and Approved 

Eligible Holders - Sale and Transfer of Rights”. 
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For Holders who hold their Common Shares in registered form, a Rights Certificate evidencing the 

number of Rights to which a holder is entitled as at the Record Date and the number of Common Shares 

which may be obtained on exercise of those Rights will be mailed with a copy of this Prospectus to each 

Holder as of the close of business on the Record Date. See “Details of the Offering for Registered Holders 

of Common Shares, Holders of Common Shares Registered with CDS (Canada) and Approved Eligible 

Holders - Rights Certificate - Common Shares Held in Registered Form”. 

Holders that hold their Common Shares through a CDS Participant will not receive physical certificates 

evidencing their ownership of Rights. On the Record Date, a global certificate representing such Rights 

will be issued in registered form to, and in the name of, CDS or its nominee.  See “Details of the Offering 

for Registered Holders of Common Shares, Holders of Common Shares Registered with CDS (Canada) 

and Approved Eligible Holders - Rights Certificate - Common Shares Held Through CDS”. 

Except as otherwise described herein, only Holders who hold their Common Shares in registered form 

and who are resident in the Eligible Jurisdictions are entitled to receive Rights Certificates. The Rights 

and the Common Shares issuable on the exercise of the Rights are not qualified under the securities laws 

of any jurisdiction other than the Eligible Jurisdictions and, except as permitted herein, Rights may not be 

exercised by or on behalf of a Holder resident in an Ineligible Jurisdiction. Instead, such Ineligible 

Holders will be sent a letter that will inform them that the Offering has occurred and that either their 

Rights Certificates will be held and sold for the benefit of such Ineligible Holders by the Subscription 

Agent in accordance with the section “Details of the Offering for Ineligible Holders - Treatment of 

Rights” or their Rights are included in the Rights Certificate being held in the name of DTC’s nominee, 

Cede & Co., by the Subscription Agent, and they should contact their DTC Participant. If, upon the 

receipt of such letter, a holder determines that he or she may qualify as an Approved Eligible Holder, he 

or she should contact the Subscription Agent and his or her legal advisors in addition to contacting the 

DTC Participant, if applicable, to determine how Rights may be exercised. 

Subscription Basis 

For every 100 Rights held, the holder thereof is entitled to subscribe for 93 Common Shares at a price of 

$9.30 (SEK 63.24), being the equivalent of $0.10 (SEK 0.68) per Common Share. Any subscription for 

Common Shares will be irrevocable once submitted, subject to Canadian statutory withdrawal rights 

arising in certain limited circumstances, such as the filing of an amendment to this Prospectus.  See 

“Purchasers’ Statutory Rights”. 

Fractional Common Shares will not be issued on the exercise of Rights. An entitlement to a fractional 

Common Share will be rounded down to the next whole Common Share. CDS Participants that hold 

Rights for more than one beneficial holder may, upon providing evidence satisfactory to the Corporation, 

exercise Rights on behalf of its accounts on the same basis as if the beneficial owners of Common Shares 

were Holders of record on the Record Date. 

Commencement Date and Expiry Date 

The Rights will be eligible for exercise following the Commencement Date. The Rights will expire at the 

Expiry Time on the Expiry Date. Holders who exercise their Rights will become holders of Common 

Shares issued through the exercise of the Rights on the completion of the Offering, which is expected to 

occur on or before the seventh business day following the Expiry Date.  RIGHTS NOT EXERCISED 

PRIOR TO THE EXPIRY TIME ON THE EXPIRY DATE WILL BE VOID AND OF NO 

VALUE. 
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Basic Subscription Privilege 

Each Holder at the close of business on the Record Date is entitled to receive one Right for each Common 

Share held. For every 100 Rights held, the holder (other than an Ineligible Holder) is entitled to acquire 

93 Common Shares under the Basic Subscription Privilege at a price of $9.30 (SEK 63.24), being the 

equivalent of $0.10 (SEK 0.68) per Common Share by subscribing and making payment in the manner 

described herein on or before the Expiry Time on the Expiry Date. A holder of Rights that subscribed for 

some, but not all, of the Common Shares pursuant to the Basic Subscription Privilege will be deemed to 

have elected to waive the unexercised balance of such Rights and such unexercised balance of Rights will 

be void and of no value unless the Subscription Agent is otherwise specifically advised by such holder at 

the time the Rights Certificate is surrendered that the Rights are to be transferred to a third party or are to 

be retained by the holder. Holders of Rights who exercise in full the Basic Subscription Privilege for their 

Rights are also entitled to subscribe for Additional Common Shares, if any, that are not otherwise 

subscribed for under the Offering on a pro rata basis, prior to the Expiry Time on the Expiry Date 

pursuant to the Additional Subscription Privilege. See “Details of the Offering for Registered Holders of 

Common Shares, Holders of Common Shares Registered with CDS (Canada) and Approved Eligible 

Holders - Additional Subscription Privilege”. 

For Common Shares held in registered form, in order to exercise the Rights represented by a Rights 

Certificate, the holder of Rights must complete and deliver the Rights Certificate to the Subscription 

Agent in accordance with the terms of this Offering in the manner and upon the terms set out in this 

Prospectus and pay the aggregate Subscription Price. All exercises of Rights are irrevocable once 

submitted. 

For Common Shares held through a CDS Participant, a holder may exercise the Basic Subscription 

Privilege by instructing the CDS Participant holding the subscriber’s Rights to exercise all or a specified 

number of such Rights and forwarding the Subscription Price for each Common Share subscribed for in 

accordance with the terms of the Offering to such CDS Participant. Subscriptions for Common Shares 

made in connection with the Offering through a CDS Participant will be irrevocable and subscribers will 

be unable to withdraw their subscriptions for Common Shares once submitted. 

The Subscription Price is payable in Canadian funds by certified cheque, bank draft or money order 

drawn to the order of the Subscription Agent. In the case of subscription through a CDS Participant, the 

Subscription Price is payable by certified cheque, bank draft or money order drawn to the order of such 

CDS Participant, by direct debit from the subscriber’s brokerage account or by electronic funds transfer or 

other similar payment mechanism. The entire Subscription Price for Common Shares subscribed for must 

be paid at the time of subscription and must be received by the Subscription Agent at the Subscription 

Office prior to the Expiry Time on the Expiry Date.  A subscriber subscribing through a CDS 

Participant must deliver its payment and instructions sufficiently in advance of the Expiry Date to 

allow the CDS Participant to properly exercise the Rights on its behalf. 

Payment of the Subscription Price will constitute a representation to the Corporation and, if applicable, to 

the CDS Participant, by the subscriber (including by its agents) that: (a) either the subscriber is not a 

citizen or resident of an Ineligible Jurisdiction or the subscriber is an Approved Eligible Holder; and (b) 

the subscriber is not purchasing the Common Shares for resale to any person who is a citizen or resident 

of an Ineligible Jurisdiction. 

Additional Subscription Privilege 

Each holder of Rights who has exercised the Basic Subscription Privilege for its Rights may subscribe for 

Additional Common Shares, if available, at a price equal to the Subscription Price for each Additional 
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Common Share. The total number of Additional Common Shares will be the difference, if any, between 

the total number of Common Shares issuable upon the exercise of Rights and the total number of 

Common Shares subscribed and paid for pursuant to the Basic Subscription Privilege at the Expiry Time 

on the Expiry Date. Subscriptions for Additional Common Shares will be received subject to allotment 

only and the number of Common Shares, if any, that may be allotted to each subscriber will be equal to 

the lesser of: (a) the number of Additional Common Shares that such subscriber has subscribed for; and 

(b) the product (disregarding fractions) obtained by multiplying the total number of Additional Common 

Shares available to be issued by a fraction, the numerator of which is the number of Common Shares 

acquired by the subscriber pursuant to the Basic Subscription Privilege and the denominator of which is 

the aggregate number of Common Shares acquired under the Basic Subscription Privilege by all holders 

of Rights that have subscribed for Additional Common Shares. If any holder of Rights has subscribed for 

fewer Additional Common Shares than such holder’s pro rata allotment of Additional Common Shares, 

the excess Additional Common Shares will be allocated in a similar manner among the holders who were 

allocated fewer Additional Common Shares than they subscribed for. 

To apply for Additional Common Shares under the Additional Subscription Privilege, each holder of 

Rights must complete Form 2 on the Rights Certificate and forward their Rights Certificate to the 

Subscription Agent at the Subscription Office, prior to the Expiry Time on the Expiry Date.  The 

Additional Subscription Privilege may not be exercised through CDS.  A subscriber wishing to 

subscribe for Additional Common Shares pursuant to the Additional Subscription Privilege must 

withdraw its Rights from CDS.  Any such person should contact its applicable CDS Participant for 

instructions as to the manner in which it may withdraw its Rights from CDS. Payment for Additional 

Common Shares, in the same manner as required upon the exercise of the Basic Subscription Privilege, 

must accompany the Rights Certificate when it is delivered to the Subscription Agent. Any excess funds 

will be returned by mail by the Subscription Agent without interest or deduction.  Payment of such price 

must be received by the Subscription Agent prior to the Expiry Time on the Expiry Date, failing which 

the subscriber’s entitlement to such Additional Common Shares will terminate. Accordingly, a subscriber 

holding Rights through a CDS Participant must withdraw its Rights from CDS sufficiently in advance of 

the Expiry Date to allow the CDS Participant to properly exercise the Additional Subscription Privilege 

on its behalf.  
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Subscription and Transfer Agent 

The Subscription Agent has been appointed as agent of the Corporation to receive subscriptions and 

payments from the holders of Rights Certificates, to act as registrar and transfer agent for the Common 

Shares and to perform certain services relating to the exercise and transfer of Rights. The Corporation will 

pay for the services of the Subscription Agent.  Subscriptions and payments under the Offering should be 

sent to the Subscription Agent at: 

 

COMPUTERSHARE INVESTOR SERVICES INC. 

(Toronto) 

 

By Mail 

 

P.O. Box 7021 

31 Adelaide St E 

Toronto, ON 

M5C 3H2 

Attention:  Corporate Actions 

 

By Registered Mail, Hand or by 

Courier 

 

100 University Avenue 

8
th
 Floor 

Toronto, ON 

M5J 2Y1 

Attention:  Corporate Actions 

 

(Vancouver) 

 

By Hand or by Courier 

 

510 Burrard Street 

2
nd

 Floor 

Vancouver, BC 

V6C 3B9 

Attention:  Corporate Actions 

 

For inquiries: 

Toll Free (North America):  1-800-564-6253 

Overseas: 1-514-982-7555 

E-Mail: corporateactions@computershare.com 

 

Information Agent 

Georgeson has been appointed by the Corporation to act as the Information Agent with respect to the 

Offering. The mandate of the Information Agent will be to contact Holders and to outline the steps of the 

Offering, including the steps required to exercise the Rights as set forth in this Prospectus, and 

recommend that Holders consult with their investment dealer or broker if they have any inquiries with 

respect to whether or not they should exercise their Rights.  The Information Agent will not, in any 

circumstance, provide any investment advice to Holders.  The Information Agent will receive customary 

compensation for its services from the Corporation. 

Questions and requests for assistance relating to the Offering may be directed to the Information Agent.  

Please see the back page of this Prospectus for the contact details of the Information Agent. 
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Rights Certificates - Common Shares held in Registered Form 

For all holders with an address of record in an Eligible Jurisdiction, a Rights Certificate representing the 

total number of Rights to which each such Holder is entitled as at the Record Date and the number of 

Common Shares which may be obtained on the exercise of those Rights will be mailed with a copy of this 

Prospectus to each such Holder. In order to exercise the Rights represented by the Rights Certificate, such 

holder of Rights must complete and deliver the Rights Certificate in accordance with the instructions set 

out under “How to Complete the Rights Certificate”. Rights not exercised by the Expiry Time on the 

Expiry Date will be void and of no value. 

Rights Certificates - Common Shares held through CDS 

For all Holders who hold their Common Shares through a securities broker or dealer, bank or trust 

company or other CDS Participant with an address of record in an Eligible Jurisdiction in the book based 

system administered by CDS, a global certificate representing the total number of Rights to which all 

such Holders as at the Record Date are entitled will be issued in registered form to CDS and will be 

deposited with CDS on the Commencement Date. The Corporation expects that each beneficial Holder 

will receive a confirmation of the number of Rights issued to it from its CDS Participant in accordance 

with the practices and procedures of that CDS Participant. CDS will be responsible for establishing and 

maintaining the book-entry accounts for CDS Participants holding Rights. 

Neither the Corporation nor the Subscription Agent will have any liability for: (a) the records maintained 

by CDS or CDS Participants relating to the Rights or the book-entry accounts maintained by them; (b) 

maintaining, supervising or reviewing any records relating to such Rights; or (c) any advice or 

representations made or given by CDS or CDS Participants with respect to the rules and regulations of 

CDS or any action to be taken by CDS or CDS Participants. 

The ability of a person having an interest in Rights held through a CDS Participant to pledge such interest 

or otherwise take action with respect to such interest (other than through a CDS Participant) may be 

limited due to the lack of a physical certificate. 

Holders who hold their Common Shares through a CDS Participant must arrange purchases or transfers of 

Rights through their CDS Participant. It is anticipated by the Corporation that each such purchaser of a 

Common Share or Right will receive a customer confirmation of issuance or purchase, as applicable, from 

the CDS Participant through which such Right is issued or such Common Share is purchased in 

accordance with the practices and policies of such CDS Participant. 

The Additional Subscription Privilege may not be exercised through CDS.  Any person holding 

Rights through CDS will be required to withdraw such Rights from CDS prior to exercise of the 

Additional Subscription Privilege.  See “Additional Subscription Privilege”, above. 
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How to Complete the Rights Certificate 

 

1. Form 1 - Basic Subscription Privilege.  The maximum number of Rights that may be 

exercised pursuant to the Basic Subscription Privilege is shown in the box on the upper right 

hand corner on the face of the Rights Certificate. Form 1 must be completed and signed to 

exercise all or some of the Rights represented by the Rights Certificate pursuant to the Basic 

Subscription Privilege. If Form 1 is completed so as to exercise some but not all of the Rights 

represented by the Rights Certificate, the holder of the Rights Certificate will be deemed to 

have waived the unexercised balance of such Rights, unless the Subscription Agent is 

otherwise specifically advised by such holder at the time the Rights Certificate is surrendered 

that the unexercised Rights are to be transferred to a third party or are to be retained by the 

holder. 

2. Form 2 - Additional Subscription Privilege.  Complete and sign Form 2 on the Rights 

Certificate only if you also wish to participate in the Additional Subscription Privilege.  See 

“Additional Subscription Privilege”. 

3. Form 3 - Transfer of Rights. Complete and sign Form 3 on the Rights Certificate only if you 

wish to transfer the Rights. Your signature must be guaranteed by a Canadian Schedule I bank, 

or a member of an acceptable Medallion Signature Guarantee Program, including STAMP, 

SEMP, and MSP. Members of STAMP are usually members of a recognized stock exchange 

in Canada or members of the Investment Industry Regulatory Organization of Canada. It is not 

necessary for a transferee to obtain a new Rights Certificate to exercise the Rights, but the 

signature of the transferee on Forms 1 and 2 must correspond in every particular manner with 

the name of the transferee (or the bearer if no transferee is specified) as the absolute owner of 

the Rights Certificate for all purposes. If Form 3 is completed, the Subscription Agent will 

treat the transferee as the absolute owner of the Rights Certificate for all purposes and will not 

be affected by notice to the contrary. 

4. Form 4 - Dividing and Combining. Complete and sign Form 4 on the Rights Certificate only 

if you wish to divide or combine the Rights Certificate, and surrender it to the Subscription 

Agent at the Subscription Office. Rights Certificates need not be endorsed if the new Rights 

Certificates are issued in the same name. The Subscription Agent will then issue a new Rights 

Certificate in such denominations (totalling the same number of Rights as represented by the 

Rights Certificates being divided or combined) as are required by the Rights Certificate 

holder. Rights Certificates must be surrendered for division or combination in sufficient time 

prior to the Expiry Time to permit the new Rights Certificates to be issued to and used by the 

Rights Certificate holder. 

5 Payment. Enclose payment in Canadian funds by certified cheque, bank draft or money order 

payable to the order of Computershare Trust Company of Canada. The amount of payment 

will be $0.10 (SEK 0.68) per Common Share. Payment must also be included for any 

Additional Common Shares subscribed for under the Additional Subscription Privilege. 
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6 Deposit. Deliver or mail the completed Rights Certificate and payment in the enclosed return 

envelope addressed to the Subscription Agent so that it is received by the Toronto or 

Vancouver Office of the Subscription Agent listed above before the Expiry Time on the 

Expiry Date. If mailing, registered mail is recommended. Please allow sufficient time to avoid 

late delivery. The signature on the Rights Certificate must correspond, in every particular, 

with the name that appears on the face of the Rights Certificate. 

Signatures by a trustee, executor, administrator, guardian, attorney, officer of a corporation or any 

person acting in a fiduciary or representative capacity should be accompanied by evidence of 

authority satisfactory to the Subscription Agent.  All questions as to the validity, form, eligibility 

(including time of receipt) and acceptance of any subscription will be determined by the Corporation in its 

sole discretion, and any determination by the Corporation will be final and binding on the Corporation 

and its security holders. Upon delivery or mailing of a completed Rights Certificate to the Subscription 

Agent, the exercise of the Rights and the subscription for Common Shares is irrevocable. The Corporation 

reserves the right to reject any subscription if it is not in proper form or if the acceptance thereof or the 

issuance of Common Shares pursuant thereto could be unlawful. The Corporation also reserves the right 

to waive any defect in respect of any particular subscription. Neither the Corporation nor the Subscription 

Agent is under any duty to give any notice of any defect or irregularity in any subscription, nor will they 

be liable for the failure to give any such notice. Any holder of Rights that fails to complete their 

subscription in accordance with the foregoing instructions prior to the Expiry Time on the Expiry 

Date will forfeit their Rights under the Basic Subscription Privilege and the Additional 

Subscription Privilege attaching to those Rights. 

Undeliverable Rights 

No further action will be taken on Rights Certificates returned to the Subscription Agent as undeliverable. 

Sale and Transfer of Rights 

Holders of Rights in registered form in Eligible Jurisdictions within Canada may, instead of exercising 

their Rights to subscribe for Common Shares, sell or transfer their Rights to any person that is not an 

Ineligible Holder by completing Form 3 on the Rights Certificate and delivering the Rights Certificate to 

the transferee. See “How to Complete the Rights Certificate - 3 - Form 3 - Transfer of Rights”. A 

permitted transferee of the Rights of a registered holder of a Rights Certificate may exercise the Rights 

transferred to such permitted transferee without obtaining a new Rights Certificate. If a Rights Certificate 

is transferred in blank, the Corporation and the Subscription Agent may thereafter treat the bearer as the 

absolute owner of the Rights Certificate for all purposes and neither the Corporation nor the Subscription 

Agent will be affected by any notice to the contrary. 

Holders of Rights through CDS Participants in Canada who wish to sell or transfer their Rights must do 

so in the same manner in which they sell or transfer Common Shares. See “Details of the Offering for 

Registered Holders of Common Shares, Holders of Common Shares Registered with CDS (Canada) and 

Approved Eligible Holders - Rights Certificate - Common Shares Held Through CDS”. 

Dividing or Combining Rights Certificates 

A Rights Certificate may be divided, exchanged or combined. See “Details of the Offering for Registered 

Holders of Common Shares, Holders of Common Shares Registered with CDS (Canada) and Approved 

Eligible Holders - How to Complete the Rights Certificate - 4 - Form 4 - Dividing or Combining”. 
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Dividend Rights 

The new Common Shares will entitle the holders to dividends (if any) on any record date that occurs after 

the registration of the Common Shares with Computershare Investor Services Inc. 

Restrictions on the sale and transfer of Rights and Common Shares 

For information regarding restrictions on the sale and transfer of Rights and Common Shares on the TSX-

V, see the section entitled “Details of the Offering for Registered Holders of Common Shares, Holders of 

Common Shares Registered with CDS (Canada) and Approved Eligible Holders - Sale and Transfer of 

Rights”. 

Dilution to Existing Holders 

If a Holder does not exercise all of its Rights pursuant to the Basic Subscription Privilege, the Holder’s 

current percentage ownership in the Corporation will be diluted by the issuance of Common Shares upon 

the exercise of Rights by other Holders as well as the purchase of Standby Shares by the Standby 

Purchasers. Holders should be aware that the Standby Purchasers have agreed to exercise their Rights 

under the Basic Subscription in full and purchase all Common Shares not otherwise acquired under the 

Offering pursuant to the Standby Commitment. See “Standby Commitment”. 

Intention of Insiders to Exercise Rights 

Certain insiders of the Corporation have indicated to the Corporation that they intend to exercise all of 

their Rights to purchase Common Shares under the Basic Subscription Right.  The Corporation believes 

that the directors and officers of the Corporation who own Common Shares intend to exercise some or all 

of their Rights to purchase Common Shares under the Basic Subscription Right.  This reflects the 

intention of such insiders as of the date of this Prospectus, to the extent such intentions are reasonably 

known to the Corporation, however, such insiders may alter their intentions before the Expiry Time on the 

Expiry Date.  No assurance can be given that the respective insiders will subscribe for Common Shares. 

DETAILS OF THE OFFERING FOR HOLDERS OF COMMON SHARES IN EUROCLEAR 

SWEDEN (SWEDEN) 

In addition to the information set out above with respect to the Offering, the following information is 

applicable to Holders of Common Shares who hold their Common Shares through Euroclear Sweden. 

Rights and Subscription Price 

Holders of Common Shares in Euroclear Sweden at the close of business (Swedish time) on the Record 

Date will receive Rights on the basis of one Right for each Common Share held at that time. For every 

100 Rights held, the holder thereof is entitled to subscribe for 93 Common Shares at a price of (SEK 

63.24), being the equivalent of SEK 0.68 per new Common Share. No brokerage fees will be charged. 

Record Date 

The Record Date for determining who shall receive Rights is January 12, 2015. The Common Shares are 

traded on Nasdaq First North exclusive of the right to participate in the Offering from January 9, 2015 

and the last day for trading in the Common Shares on Nasdaq First North with the right to participate in 

the Offering is January 8, 2015. 
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Subscription Period 

Holders of Rights may subscribe for Common Shares during the period from and including January 19, 

2015 up to and including February 4, 2015. On expiry of the subscription period, the Rights which have 

not been exercised will expire and become null and void. Unexercised Rights will be cancelled from the 

securities (VP) account without any notice from Euroclear Sweden. The subscription period may be 

extended. 

During the subscription period, Rights issued to holders of Common Shares not entitled to participate in 

the Offering will be sold on behalf of such holders. The proceeds of such sale, less any withholding tax, 

will be distributed pro rata to the holdings of the relevant holders of Common Shares. 

Trading in Subscription Rights  

Those who elect not to participate in the Offering may have their ownership diluted of up to 48.19% but 

have the opportunity to sell their Rights. Rights are expected to be traded on Nasdaq First North during 

the period from and including January 19, 2015 up to and including February 2, 2015. 

Directly Registered Holders of Common Shares 

Subject to applicable securities laws, a printed issue statement with an accompanying bank giro slip will 

be sent directly to registered holders of Common Shares, or to relevant representatives of such holders, 

who on the Record Date are registered in the share register maintained by Euroclear Sweden on behalf 

ShaMaran. The printed issue statement will show, among other things, the number of Rights received and 

the number of Common Shares that may be subscribed for by way of such Rights. Those who are 

registered in Euroclear Sweden’s special list of holders of pledges and similar encumbrances that 

accompanies the share register will receive such information separately. A securities (VP) account 

statement with respect to the registration of Rights in a holder’s securities (VP) account will not be 

dispatched. 

Shares held by Nominees 

Holders of Common Shares, whose shareholding is registered with a nominee, will not receive an issue 

statement from Euroclear Sweden. The exercise of Rights and payment of the Subscription Price on 

behalf of such holders of Common Shares should be made according to instructions from the 

shareholders’ nominee. 

Subscription and Payment for Directly Registered Holders of Common Shares 

A. Subscription for Common Shares by way of Exercising Rights 

Subscription for Common Shares by way of exercising Rights by Holders who hold their Common Shares 

through Euroclear Sweden is made by paying the Subscription Price of SEK 0.68 per new Common Share 

in cash at any Swedish bank office (subscription through payment). Holders of Common Shares on the 

record date will have received the printed issue statement with an accompanying bank giro slip. 

Subscription should be effected using either the bank giro slip or, if applicable, the application form, as 

further described below. A subscription is binding and cannot be revoked. 
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1. Bank Giro Slip 

 If all of the Rights received as of the Record Date are exercised, only the printed bank giro slip 

should be used for the payment of the Subscription Price. If not resident in Sweden, contact Pareto 

to receive international payment details. 

2. Application Form (I) 

 If Rights are acquired or sold, or if for any other reason the number of Rights exercised differs from 

the number set out in the issue statement, Application Form (I) shall be used for subscribing for 

new Common Shares. The printed bank giro slip should not be used, but payment should be made 

according to the instructions in the Application Form (I). The Application Form (I) will be 

available on Pareto’s web page, www.paretosec.com, and can also be obtained by contacting Pareto 

(telephone number: +46 8 402 51 32; email: issueservice.se@paretosec.com). The Application 

Form (I) shall be sent by mail, fax or scanned and sent by email, alternatively handed in to: 

Pareto Securities AB 

Issuer service/ShaMaran 

P.O. Box 7415 

103 91 Stockholm 

Sweden 

Fax: +46 8 402 50 30 

Email: issueservice.se@paretosec.com 

Visiting address: Berzelii Park 9, Stockholm, Sweden 

The completed Application Form (I) and payment must be received by Pareto no later than 3:00 pm 

(Swedish time) on February 4, 2015. If the Application Form (I) is sent by mail it must, therefore, be sent 

well in advance of February 4, 2015. The application is binding and cannot be revoked. An incomplete or 

incorrectly completed Application Form (I) may be rejected without any further consideration. 

Subscription through payment will be registered with Euroclear Sweden as soon as possible, which 

normally means a number of banking days after payment. Subsequently, the exercised rights will be 

automatically exchanged for paid subscribed shares (BTAs) and the subscriber will receive a securities 

(VP) note confirming the booking at the subscriber’s securities (VP) account. The conversion of BTAs to 

Common Shares is expected to take place on or about February 16, 2015. Such conversion will be carried 

out without any notification from Euroclear. 

B. Subscription for Additional Common Shares without Exercising Rights 

Holders of Common Shares who exercise all of their Rights may subscribe for Additional Common 

Shares without exercising Rights. Subscriptions for Additional Common Shares will be received subject 

to allotment only and the number of Additional Common Shares, if any, that may be allotted to each 

subscriber will be equal to the lesser of: (a) the number of Additional Common Shares that such 

subscriber has subscribed for; and (b) the product (disregarding fractions) obtained by multiplying the 

number of Additional Common Shares available to be issued by a fraction, the numerator of which is the 

number of Common Shares subscribed for by the subscriber by way of exercising Rights and the 

denominator of which is the aggregate number of Common Shares subscribed for by exercising Rights. If 

any holder of Rights has subscribed for fewer Additional Common Shares than such holder’s pro rata 

allotment of Additional Common Shares, the excess Additional Common Shares will be allocated in a 

similar manner among the holders who were allocated fewer Additional Common Shares than they 

subscribed for. 
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Subscription of Additional Common Shares without exercising Rights should be effected by using the 

Application Form (II). The Application Form (II) is available on Pareto’s web page, www.paretosec.com, 

and can also be obtained by contacting Pareto (telephone number: +46 8 402 51 32; email: 

issueservice.se@paretosec.com). The Application Form (II) shall be sent by mail, fax or scanned and sent 

by email, alternatively handed in to: 

Pareto Securities AB 

Issuer service/ShaMaran 

P.O. Box 7415 

103 91 Stockholm 

Sweden 

Fax: +46 8 402 50 30 

Email: issueservice.se@paretosec.com 

Visiting address: Berzelii Park 9, Stockholm, Sweden 

The completed Application Form (II) and payment must be received by Pareto no later than 3:00 pm 

(Swedish time) on February 4, 2015. If the Application Form (II) is sent by mail it must, therefore, be sent 

well in advance of February 4, 2015. The application is binding and cannot be revoked. An incomplete or 

incorrectly completed Application Form (II) may be rejected without any further consideration. Only one 

Application Form (II) per each subscriber will be considered. In case more than one Application Form (II) 

is received from the same subscriber, only the first received will be considered. A notification of the 

allotment of Additional Common Shares is expected to occur on or about February 11, 2015. Any excess 

funds will be returned on or about February 13, 2015. 

Trading in BTA 

It will not be possible to trade in Paid Subscribed Shares (Sw. Betald Tecknad Aktie) (“BTAs”). 

Manager for the Offering 

Pareto Securities AB has been appointed by the Corporation to act as the Manager for the Offering.  

Pareto is not registered as a dealer in any Canadian jurisdiction and, accordingly, will not, directly or 

indirectly, solicit offers to purchase or sell Common Shares or Rights in Canada.  Pareto will receive 

customary compensation for its services from the Corporation. 

Dividend Rights 

The new Common Shares will entitle the holders to dividends (if any) on any record date that occurs after 

the registration of the Common Shares with Computershare Investor Services Inc. 

Questions 

For questions regarding the Offering please contact Pareto (telephone number: +46 8 402 51 32; email: 

issueservice.se@paretosec.com). 
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DETAILS OF THE OFFERING FOR INELIGIBLE HOLDERS 

Except as set out below, this Offering is made only in the Eligible Jurisdictions. Accordingly, neither a 

subscription under the Basic Subscription Privilege nor under the Additional Subscription Privilege will 

be accepted from any person, or such person’s agent, who appears to be, or who the Corporation has 

reason to believe is, an Ineligible Holder, except that the Corporation may accept subscriptions in certain 

circumstances from Approved Eligible Holders. 

European Economic Area 

In relation to each Member State of the European Economic Area which has implemented the EU 

Prospectus Directive (as defined below) (each, a "Relevant EU Member State") with effect from and 

including the date on which the EU Prospectus Directive is implemented in that Relevant EU Member 

State, an offer to the public of the Rights and the Common Shares to be issued at any time upon exercise 

of the Rights may not be made in that Relevant EU Member State, except that such securities may be 

offered to the public in that Relevant EU Member State at any time under the following exemptions under 

the EU Prospectus Directive, if it has been implemented in that Relevant EU Member State: 

1. to legal entities which are "qualified investors" as defined in the EU Prospectus Directive; 

2. to fewer than 100, or, if the Relevant EU Member State has implemented the relevant provisions 

of the 2010 PD Amending Directive (as defined below), 150, natural or legal persons (other than 

"qualified investors" as defined in the EU Prospectus Directive) as permitted under the EU 

Prospectus Directive; or 

3. in any other circumstances falling within Article 3(2) of the EU Prospectus Directive, 

provided that no such offer of securities shall result in a requirement for, the publication of this 

Prospectus pursuant to Article 3 of the EU Prospectus Directive, or supplementing this Prospectus 

pursuant to Article 16 of the EU Prospectus Directive, and each person who initially acquires securities or 

to whom any offer is made will be deemed to have represented, warranted to and agreed with the 

Corporation that it is a "qualified investor" within the meaning of the law in that Relevant EU Member 

State implementing Article 2(1)(e) of the EU Prospectus Directive. 

For the purposes of this provision, (i) the expression an "offer to the public" in relation to the Rights and 

the Common Shares to be issued at any time upon exercise of the Rights in any Relevant EU Member 

State means the communication in any form and by any means of sufficient information on the terms of 

the offer and such securities to be offered so as to enable an investor to decide to purchase any of such 

securities, as the same may be varied in that Relevant EU Member State by any measure implementing 

the EU Prospectus Directive in that Relevant EU Member State, (ii) the expression "EU Prospectus 

Directive" means Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending 

Directive, to the extent implemented in the Relevant EU Member State) and includes any relevant 

implementing measure in each Relevant EU Member State and (iii) the expression “2010 PD Amending 

Directive” means Directive 2010/73/EU. 

United Kingdom 

In relation to the United Kingdom, the Rights and the Common Shares to be issued at any time upon the 

exercise of the Rights being offered are only being offered to and are directed at persons in the United 

Kingdom who are both: 
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1. a “qualified investor” within the meaning of Section 86(7) of the United Kingdom Financial 

Services and Markets Act 2000, as amended (the “FSMA”), acting as principal or in 

circumstances where Section 86(2) FSMA applies; and 

2. also within the categories of persons referred to in Article 19(5) (investment professionals) or 

Article 49(2)(a) to (d) (high net worth companies, unincorporated associations, etc.) of the United 

Kingdom Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, or persons 

in the United Kingdom to whom the offering may otherwise be made or to whom the offering 

may otherwise be directed in the United Kingdom without an approved prospectus having been 

made available to the public in the United Kingdom before the offering is made and without 

making an unlawful financial promotion, 

all such persons together being referred to as “relevant persons”.  

The securities being offered and represented by the Rights Certificate are only available to, and any 

invitation, offer or agreement to subscribe, purchase or otherwise acquire such rights in securities will be 

engaged in only with, relevant persons. Any person who is not a relevant person should not act or rely on 

this document or any of its contents. This document contains no offer of transferable securities to the 

public in the United Kingdom within the meaning of sections 85(1) and 102B of FSMA. This document is 

not an “approved prospectus” for the purposes of Section 85(7) of FSMA. Accordingly, this document 

has not been examined or approved as a prospectus by United Kingdom Financial Conduct Authority (the 

“FCA”) under Section 87A FSMA or by the London Stock Exchange and has not been filed with the 

FCA pursuant to the rules published by the FCA implementing the EU Prospectus Directive nor has it 

been approved by an “authorised person” for the purposes of Section 21 of FSMA. 

Treatment of Rights 

Rights Certificates will not be issued and forwarded by the Corporation to Ineligible Holders, including 

U.S. Holders (other than in certain limited circumstances in transactions exempt from the registration 

requirements of the 1933 Act and applicable state security laws). Ineligible Holders will be presumed to 

be resident in the place of their registered address unless the contrary is shown to the satisfaction of the 

Corporation and shareholders that hold their Common Shares through a DTC Participant in DTC will be 

presumed to be Ineligible Holders. Ineligible Holders will be sent a letter advising them that their Rights 

Certificates will be held for the benefit of such Ineligible Holders by the Subscription Agent in 

accordance with this section or that their Rights are included in the Rights Certificate being held in the 

name of DTC’s nominee, Cede & Co., by the Subscription Agent, and they should contact their DTC 

Participant, if applicable. The letter will also inform the Ineligible Holder that the Subscription Agent will 

attempt to sell the Rights for the benefit of the Ineligible Holder. If, upon the receipt of such letter, a 

Holder determines that he or she may qualify as an Approved Eligible Holder, he or she should contact 

the Subscription Agent and his or her legal advisors in addition to contacting the DTC Participant, if 

applicable, to determine how Rights may be exercised. 

Rights Certificates in respect of Rights issued in respect of Ineligible Holders, including Rights issued in 

respect of Common Shares held through a DTC Participant whose Common Shares are held in DTC’s 

registered position, will be issued to and held by the Subscription Agent as agent for the benefit of the 

Ineligible Holders. The Subscription Agent will hold these Rights until 5:00 p.m. (Toronto time) on 

February 2, 2015 in order to provide Ineligible Holders an opportunity to claim their Rights by satisfying 

the Corporation that the issue of Common Shares pursuant to the exercise of Rights will not be in 

violation of the laws of the applicable jurisdiction. Following such date, the Subscription Agent, for the 

account of the registered Ineligible Holders (other than Approved Eligible Holders who have elected to 

exercise their Rights), will, prior to the Expiry Time on the Expiry Date, attempt to sell the Rights of such 
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registered Ineligible Holders represented by Rights Certificates in possession of the Subscription Agent 

on such date or dates and at such price or prices as the Subscription Agent determines in its sole 

discretion. 

Beneficial owners of Common Shares registered in the name of a resident of an Ineligible Jurisdiction, 

who are not themselves resident in an Ineligible Jurisdiction and who wish to be recognized as an 

Approved Eligible Holder should contact their broker at the earliest opportunity and in any case in 

advance of 5:00 p.m. (Toronto time) on February 2, 2015 to request to have their Rights Certificates 

issued to them. 

The Rights and the Common Shares issuable on the exercise of the Rights have not been qualified for 

distribution in any Ineligible Jurisdiction and, accordingly, may only be offered, sold, acquired, exercised 

or transferred in transactions not prohibited by applicable laws in Ineligible Jurisdictions. 

Notwithstanding the foregoing, certain persons located in such Ineligible Jurisdictions (other than the 

United States) may be able to exercise the Rights and purchase Common Shares provided that they 

furnish an investor letter satisfactory to the Corporation on or before February 2, 2015. The form of 

investor letter will be included in the letter sent to certain Ineligible Holders or will otherwise be available 

from the Subscription Agent upon request. A holder of Rights in an Ineligible Jurisdiction holding on 

behalf of a person resident in an Eligible Jurisdiction may be able to exercise the Rights provided that the 

holder certifies in an investor letter that the beneficial purchaser is resident in an Eligible Jurisdiction and 

satisfies the Corporation that such subscription is lawful and in compliance with all securities and other 

applicable laws. 

No charge will be made for the sale of Rights by the Subscription Agent except for a proportionate share 

of any brokerage commissions incurred by the Subscription Agent and the costs of or incurred by the 

Subscription Agent in connection with the sale of the Rights. Registered Ineligible Holders will not be 

entitled to instruct the Subscription Agent in connection with the sale of the Rights. Registered Ineligible 

Holders will not be entitled to instruct the Subscription Agent in respect of the price or the time at which 

the Rights are to be sold. The Subscription Agent will endeavour to effect sales of Rights on the open 

market and any proceeds received by the Subscription Agent with respect to the sale of Rights net of 

brokerage fees and costs incurred and, if applicable, the Canadian tax required to be withheld, will be 

divided on a pro rata basis among such registered Ineligible Holders and delivered by mailing cheques (in 

Canadian funds) of the Subscription Agent therefore as soon as practicable to such registered Ineligible 

Holders at their addresses recorded on the books of the Corporation. Amounts of less than $10.00 will not 

be remitted. The Subscription Agent will act in its capacity as agent of the registered Ineligible Holders 

on a reasonable efforts basis only and the Corporation and the Subscription Agent do not accept 

responsibility for the price obtained on the sale of, or the inability to sell, the Rights on behalf of any 

registered Ineligible Holder. Neither the Corporation nor the Subscription Agent will be subject to any 

liability for the failure to sell any Rights of registered Ineligible Holders or as a result of the sale of any 

Rights at a particular price or on a particular date. There is a risk that the proceeds received from the sale 

of Rights will not exceed the costs of or incurred by the Subscription Agent in connection with the sale of 

such Rights and, if applicable, the Canadian tax required to be withheld. In such event, no proceeds will 

be remitted. 

Similar provisions will apply to Rights held by a CDS Participant on behalf of a beneficial Ineligible 

Holder. 

Holders of Rights who are not resident in Canada should be aware that the acquisition and 

disposition of Rights or Common Shares may have tax consequences in the jurisdiction where they 

reside and in Canada, which are not described herein. Accordingly, such holders should consult 
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their own tax advisors about the specific tax consequences in the jurisdiction where they reside and 

in Canada of acquiring, holding and disposing of Rights and Common Shares. 

PLAN OF DISTRIBUTION 

Each Holder on the Record Date will receive one Right for each Common Share held. Every 100 Rights 

will entitle the holder to acquire 93 Common Shares at a price of $9.30 (SEK 63.24), being the equivalent 

of $0.10 (SEK 0.68) per Common Share. 

The Corporation and the Standby Purchasers have agreed that the Subscription Price per Common Share 

at $0.10 (SEK 0.68). The Subscription Price was determined by negotiation between the Corporation and 

the Standby Purchasers and does not necessarily bear any relationship to the book value of the 

Corporation’s assets, past operations, cash flows, losses, financial condition or any other established 

criteria for value. 

The TSX-V has conditionally approved the listing of Rights and the Common Shares issuable on the 

exercise of the Rights.  The Corporation also intends to apply to Nasdaq First North to list the Rights on 

Nasdaq First North. Listing will be subject to the Corporation fulfilling all of the listing requirements of 

the TSX-V.  The current outstanding Common Shares are listed and posted for trading on the TSX-V and 

Nasdaq First North under the symbol “SNM”. The Rights are expected to be listed on the TSX-V under 

the symbol “SNM.RT” and on Nasdaq First North under the symbol “SNM TR”.  The first day of trading 

of the rights is estimated to be January 8, 2015 on the TSX-V and January 19, 2015 on and Nasdaq First 

North.  The first day of trading in the new Common Shares is estimated to be February 13, 2015 on the 

TSX-V and February 16, 2015 on Nasdaq First North. 

The offer and distribution of the Rights and the Common Shares issuable on the exercise of the Rights 

and the Standby Shares is qualified in British Columbia, Alberta, Saskatchewan, Manitoba, Ontario and 

Nova Scotia by this Prospectus and in Sweden by the filing of this Prospectus with the Swedish Financial 

Supervisory Authority. The Rights as well as the Common Shares and the Standby Shares are not 

qualified under the securities laws of, or being distributed or offered in, any Ineligible Jurisdiction and, 

except under the circumstances described herein, Rights may not be exercised by or on behalf of an 

Ineligible Holder. This Prospectus is not, and under no circumstances is to be construed as, an offering of 

any Rights or Common Share for sale in any Ineligible Jurisdiction or a solicitation therein of an offer to 

buy any securities. Rights Certificates will not be sent to Holders with an address of record in any 

Ineligible Jurisdiction. Instead, such Ineligible Holders will be sent a letter advising them that their Rights 

Certificates will be held by the Subscription Agent, who will hold such Rights as agent for the benefit of 

all such Ineligible Holders or that the Rights are included in the Rights Certificate being held in the name 

of DTC’s nominee, Cede & Co., by the Subscription Agent and they should contact their DTC 

Participant, if applicable. See “Details of the Offering for Ineligible Holders”. 

STANDBY COMMITMENT 

Standby Purchase Agreement 

Pursuant to the terms of the Standby Purchase Agreement entered into on October 14, 2014, the Standby 

Purchasers have agreed, subject to certain terms and conditions, to (i) exercise all of their Basic 

Subscription Rights and (ii) purchase all Common Shares not otherwise acquired under the Offering.  

Lorito has agreed that it will purchase 16.67% of the Standby Shares, Zebra has agreed that it will 

purchase 33.33% of the Standby Shares and Lundin Petroleum has agreed that it will purchase 50.00% of 

the Standby Shares. 
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The Standby Purchasers will be obligated to tender their subscription funds for the exercise of the Basic 

Subscription before the Expiry Time. The remaining portion of the subscription funds required to be 

tendered by the Standby Purchasers for the Standby Shares, if any, will be tendered as soon as practicable 

after the Subscription Agent has specified the number of Rights that were exercised under the Offering. 

To the knowledge of the Corporation, as of the date hereof the Standby Purchasers and their affiliates, 

hold, in aggregate, 210,441,300 Common Shares representing 25.95% of the outstanding capital of the 

Corporation. If the Standby Purchasers subscribe for Shares pursuant to the Standby Purchase Agreement 

and no other Shares are issued, the Standby Purchasers and their affiliates will hold, in aggregate, 

964,656,290 Common Shares representing 61.63% of the outstanding capital of the Corporation. 

The obligations of the Standby Purchasers under the Standby Purchase Agreement may be terminated at 

any time at the discretion of the Standby Purchasers in certain circumstances, including (but not limited 

to) if: (a) there is an event, accident, governmental law or regulation or other occurrence of any nature 

which, in the opinion of the Standby Purchasers, seriously adversely affects or would be expected to 

seriously adversely affect: (i) financial markets, (ii) the business or operations of the Corporation or any 

subsidiary of the Corporation, (iii) the market price or value of the Common Shares, or (iv) the ability of 

the Standby Purchasers to perform their obligations under the Standby Agreement; (b) the TSX-V does 

not approve the listing on the TSX-V of the Common Shares issuable upon the exercise of the Rights, or 

such approval is subject to conditions not acceptable to any or all of the Standby Purchasers; (c) there is 

any amendment to the terms of the Offering which is not acceptable to any or all of the Standby 

Purchasers; (d) the Common Shares to be purchased by the Standby Purchasers pursuant to the Standby 

Commitment cannot, in the opinion of the Standby Purchasers, acting reasonably, be profitably marketed 

due to the state of the financial markets; (e) any order to halt or suspend trading (including an order 

prohibiting communicating with persons in order to obtain expressions of interest) in the securities of the 

Corporation is made by a competent regulatory authority and that order is still in effect and has not been 

rescinded, removed or withdrawn; or (f) any of the representations or warranties made by the Corporation 

in the Standby Purchase Agreement is materially false or becomes materially false. 

The Standby Purchasers are not engaged as underwriters in connection with the Offering and have 

not been involved in the preparation of, or performed any review of, this Prospectus in the capacity 

of an underwriter. 

Guarantee Fee 

The Standby Purchasers will be paid a guarantee fee (the “Guarantee Fee”) equal to 3% of the gross 

proceeds received by the Corporation as a result of the Offering, other than proceeds received by the 

Corporation through the exercise by the Standby Purchasers of their Basic Subscription Privilege.  The 

Guarantee Fee will be paid by the issuance of Common Shares at the closing quoted market price per 

Common Share on the TSX-V on the day following the closing of the Offering. 

BACKGROUND AND CONDITIONS 

Background to and Reasons for the Offering 

On October 7, 2013 the Corporation announced that Phase 1 of the Atrush Block Field Development Plan 

(“FDP”) was approved by the KRG. The initial 20-year Development Phase (as defined in Clause 12.9 of 

the Atrush Block PSC) commenced on the October 1, 2013. Phase 1 will consist of four initial producers 

(AT-2, AT-4, CK-5 and CK-8) connected to a 30,000 gross bopd production facility. Works are currently 

in progress to implement the 30,000 barrels of gross liquid per day Phase 1 production facility. 
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Under the terms of the Atrush Block PSC, on exercise of its back-in right to acquire the Government 

Interest, the KRG is required to pay its pro rata share of project development costs from the date of 

declaration of a commercial discovery. Negotiations are currently ongoing amongst the parties to the 

Contractors group and the KRG to finalize a commercial agreement with the KRG and amend the Atrush 

Block PSC to give effect to the Government Interest. To the date of this Prospectus the process of 

amending the Atrush Block PSC and finalizing the commercial agreement has not been completed and the 

parties to the Contractors group are currently advancing cash for Atrush development costs which relate 

to the Government Interest. 

 

There is a risk that, in order to maintain the Atrush project schedule, the Corporation may be required to 

advance its pro rata share of the project development costs relating to the Government Interest, even in 

the absence of a commercial agreement. The Corporation currently estimates the total amount of advances 

required to cover its pro rata share of project development costs relating to Government Interest, from the 

date of declaration of a commercial discovery until the project generates cash flows from production, to 

be USD 48 million, of which the Corporation has advanced USD 25 million as at November 30, 2014. 

The Corporation does not currently generate revenues and corresponding cash flows from its oil and gas 

appraisal and development operations and has relied to date upon the issuance of common shares, 

proceeds from asset sales and, most recently, bonds, to finance its ongoing oil exploration, development 

and acquisition activities.  

At the time the bonds were issued in November 2013 the Corporation had determined the issue amount 

based on the assumption that it would not be required to fund the Corporation’s pro-rata share of Atrush 

project development costs related to the Government Interest. That assumption, which was based on the 

information the Corporation received from its partners in the Atrush Block, has since come into question 

and the Corporation, following numerous meetings and discussions with its partners in the Atrush Block, 

legal advisors, and through the guidance of its Board of Directors has determined it is in the best interests 

of its shareholders to ensure sufficient financing is in place to fully finance its working interest as well as 

its pro-rata share of the KRG’s project development costs in advance of these costs coming due for 

payment. 

Following the conclusion that additional financing would be required, management undertook a 

comprehensive review of strategic financing alternatives available to the Corporation. The Board of 

Directors, based on the recommendations of management, concluded that an Offering of Rights to its 

Holders was in the best interest of the shareholders of the Corporation and the most feasible financing 

alternative available to it. 

 

The Corporation intends to use the net proceeds of the Offering to fund: (i) the Corporation’s costs 

(including the additional funding required to cover the Corporation’s pro-rata share of the Government 

Interest) related to the financing, development and operation of the Atrush Block; and (ii) the 

Corporation’s technical, management and administrative services expenses and other corporate purposes. 



- 44 - 

The table below summarizes the Corporation’s total forecasted funding requirements until the Atrush 

field generates cash flows from sales of oil production, currently projected at end of December 2015. 

 

In USD millions 
 

 

13 months ended December 31, 2015 

ShaMaran's 20.1% interest in Atrush   68 

6.7% pro-rata share of Government Interest in Atrush¹   23 

Corporate administration and bond interest costs   24 

Total cash requirement   115 

Less: working capital at November 30, 2014   (55) 

Additional cash requirement   60 

    
¹As at November 30, 2014 the Corporation has contributed USD 25 million towards advancing its 6.7% pro-rata share of Government Interest in Atrush for the 

period from November 7, 2012 through November 30, 2014. 

 

INDUSTRY OVERVIEW 

The following industry overview describes the Corporation’s market in terms of size, development and 

prospects for future growth. The information contained in the Section below originates from the 

Corporation, unless expressly stated otherwise. The Corporation has obtained this information from 

several sources, including industry publications and market surveys from third parties as well as publicly 

available information. Although the industry publications state that they are based on information 

obtained from several different sources and using various methods that may be deemed reliable, the 

information may not be correct and complete. Industry forecasts are by their nature subject to 

considerable uncertainty, and such forecasts may prove to be incorrect. 

Information from third parties has been correctly reproduced and, as far as the Corporation is aware and is 

able to warrant through comparisons with other information published by the third party concerned, no 

information has been omitted in a way that would make the reproduced information incorrect or 

misleading. Neither the Corporation nor Pareto assumes responsibility for the correctness of any business 

or market data included in this Prospectus. 

The Corporation is engaged in the exploration, development and production of petroleum resources. For 

more information regarding the Corporation’s business concept and strategy, please see “The Corporation 

- Summary Description of the Business” below. 

Currently, the Corporation’s main project is the development of the Atrush Block petroleum property 

located in the Kurdistan Region of Iraq.  This project is in the early stages of petroleum resource 

development and it is anticipated that the bulk of any future economic benefit to the Corporation would 

be driven by its participation in the oil and gas market. Accordingly, this section focuses on the oil and 

gas market. 

The Corporation’s long term view of the oil and gas market is positive, with the expectation that over 

time tightening supply and growing demand, especially from developing countries, will contribute to 

stronger prices and will require development of new oil and gas projects. The following section describes 

the Corporation’s market in term of development, size, supply & demand, and prospects for future 

growth. 
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Competition 

The petroleum industry is intensely competitive in all aspects including the acquisition of oil and gas 

interests, the marketing of oil and natural gas, and acquiring or gaining access to necessary drilling and 

other equipment and supplies. ShaMaran competes with numerous other companies in the search for and 

acquisition of such prospects and in attracting skilled personnel. ShaMaran’s competitors include oil 

companies which have greater financial resources, staff and facilities than those of the Corporation. 

ShaMaran’s ability to increase reserves in the future will depend on its ability to develop its present 

property, to select and acquire suitable producing properties or prospects on which to conduct future 

exploration and to respond in a cost-effective manner to economic and competitive factors that affect the 

distribution and marketing of oil and natural gas. Oil and natural gas producers are also facing increased 

competition from alternative forms of energy, fuel and related products that could have an impact on the 

demand for oil and gas and could lead to reduction in oil prices which may have a negative impact on the 

Corporation’s cash flow and profitability. 

The global energy market 

Global energy consumption is driven by world population, economic growth and availability of resources. 

Overall consumption has grown consistently and seen a steady increase throughout modern economic 

history. Going forward, energy consumption is expected to increase for all forms of energy, primarily as a 

result of increased consumption in emerging economies as well as a growing global population and 

expanding economy. According to BP’s 2014 Statistical review of World Energy, oil is the most 

consumed source with an annual consumption of 91.3 million barrels per day in 2013. The world 

consumption of primary energy, including oil, natural gas, coal, nuclear, hydro power and other 

renewable energy, increased by 2.0% in 2013. In the same period, global oil consumption increased by 

1.4%, equivalent to 1.4 million barrels per day. 

 
Figure 1: Global Energy Consumption 

 

Source: IEA World Energy outlook 2013 
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Overview of the Oil Market 

Oil Consumption 

Oil is the world’s primary source of energy and in 2013 global oil consumption was approximately 91.3 

million barrels per day. Oil consumption has grown consistently over the past decades, and from 2000 to 

2013, consumption increased by 19% on a global basis. According to IEA’s World Energy Outlook, 

global oil consumption is expected to continue to increase going forward, growing by about 0.6% per year 

on average through 2035. Oil is used for a wide array of purposes including transportation, petrochemical 

processes for feedstock, power generation and agriculture. Currently, oil used for transportation in the 

form of, inter alia, gasoline, diesel and jet fuel is the main source of oil consumption globally, constituting 

53% of global consumption in 2012. Transportation is expected to be a key source of consumption growth 

going forward, constituting 58% of global oil consumption in 2035. Geographically, the largest 

consuming countries in 2013 were the United States (18.9 million barrels per day) and China (11.1 

million barrels per day). Consumption is today fairly evenly distributed between OECD and non-OECD 

countries with approximately 50% of consumption from each of the groups. Going forward, as a result of, 

inter alia, increased fuel efficiency and stricter environmental policies, consumption in OECD countries is 

expected to decrease while global consumption is expected to increase overall due to strong consumption 

growth in emerging economies. From 2012 to 2035 oil consumption in non-OECD countries is expected 

to increase by 49%, primarily driven by growing consumption in China, India and the Middle East. Figure 

2 below shows the historic and expected future development in geographical oil consumption, while 

Figure 3 shows the consumption split between sectors. 
 

 
Figure 2: Global Oil Consumption growth and composition (mmbbls/day) 
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Source: Left chart: BP Statistical Review of World Energy 2014 http://www.bp.com/en/global/corporate/about-bp/energy-economics/statistical-

review-of-world-energy.html; Right chart: IEA World Energy Outlook 2013  
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Figure 3: Global oil demand by sector (mmbbls/day) 

 

Source: IEA World Energy Outlook 2013. *Other includes agriculture, transformation and other non-energy 
use (mainly bitumen and lubricants) 

 

Oil Production and Reserves 

Oil is found in large quantities on most continents of the world. Oil production is active in all major 

populated continents and in 2013 the global production totalled an estimated 91.3 million barrels per day. 

The largest producers are Saudi Arabia (11.5 million barrels per day), Russia (10.8 million barrels per 

day) and the United States (10.0 million barrels per day). From 2000 to 2013, production grew at an 

annual compounded rate of 1.1% per year, and production grew in all major regions of the world however 

with varying growth between nations. In the period, Russia was the largest growing producer, growing its 

oil production from 6.6 million barrels per day in 2000 to 10.8 million barrels per day in 2013 (64 per 

cent growth). Other countries with large production growth were Saudi Arabia, the United States, Canada, 

Qatar, Angola and Kazakhstan, all growing daily production by more than 1 million barrels per day in the 

period. Simultaneously, production declined significantly in the North Sea in the period, with the United 

Kingdom and Norway seeing production declining by 1.8 and 1.5 million barrels per day, respectively. 

Going forward, oil production growth is expected to be dependent on increased output from OPEC , as 

well as increased unconventional oil production, including Canadian oil sands, tight oil and extra heavy 

oil, while conventional oil production is expected to decline due to natural production decline in existing 

fields and reduced rate of production from new conventional fields. Production from OPEC countries is 

expected to be the main source of growth, growing from 37.6 million barrels per day in 2012 to 45.2 

million barrels per day in 2035. Within OPEC, Iraq’s expected to be the main driver of production growth 

as a result of an improved security situation, enhanced infrastructure availability and renewed activity. 

The security situation is, of course, a risk to the forecasted Iraqi production growth. Further, 

unconventional extra-heavy oil production from Venezuela is expected to contribute more than 2 million 

barrels per day in 2035, from around 0.6 million barrels per day in 2012. Figure 4 shows the historic 

development in global oil production per country from 1990 to 2013 and the expected production 

composition going forward, while Figure 5 shows the expected product composition of global oil 

production from 2012 to 2035. 
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Figure 4: Global oil production by region (mmbbls/day) 
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Source: Left chart: BP Statistical Review of World Energy 2014 http://www.bp.com/en/global/corporate/about-bp/energy-

economics/statistical-review-of-world-energy.html. Right chart: IEA World Energy Outlook 2013. *Non-OPEC 
 

 

 
Figure 5: Global oil production by product (mmbbls/day) 

 

Source: IEA World Energy Outlook 2013.  
 

In terms of reserves, nearly half of the total proved reserves in the world today are located in the Middle 

East, primarily Saudi Arabia, Iran, Iraq, Kuwait and the United Arab Emirates. In total, 72 per cent of 

remaining proven reserves are held by the OPEC members. Other large reserve pools are located in 

unconventional resources in Canada (oil sands) and Venezuela (extra heavy oil), which will require 

significant investments and technology improvements in order to commercially develop. Of the remaining 

oil reserves in the world, a large proportion is owned by state owned entities. In 2012, nearly 80 per cent 

of the world’s proven plus probable reserves, including both conventional and unconventional oil, are 

controlled by national oil companies (“NOCs”) or their host governments. In addition, NOCs also hold 
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those reserves with by far the lowest average development and production costs. Remaining reserves are 

shared between major oil companies (13%) and independents (7%). A large portion of NOCs tend to 

focus primarily on supplying their national markets, or are subject to political supervision, which may 

impact rate of production and flow of sales, while activities of privately owned companies including 

major oil companies, independents and certain NOCs are geared towards shareholders’ interests and 

market signals. Due to the strategic importance of oil as a key source of energy supply in the modern 

economy, as well as a large portion of the world’s remaining reserves being controlled by politically 

influenced national entities and located in countries that are members of OPEC, future production and 

supply of oil may be influenced by factors outside the course of normal market functions. This could in 

the future, as has been demonstrated in the past, have material impact on the trade of oil between 

countries, as well as the price of oil. 

Figure 6 below shows the historical development in proven oil reserves, as well as the current 

composition between OPEC and main non-OPEC countries. 

 
Figure 6: Global oil reserves (billion bbls) 
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Source: Left chart: BP Statistical Review of World Energy 2014 http://www.bp.com/en/global/corporate/about-bp/energy-economics/statistical-
review-of-world-energy.html 

 

The Oil Price 

Oil is a commodity with a well-developed world market. The prices are determined on the world’s 

leading commodities exchanges, with NYMEX in New York and the ICE in London as the most 

important markets for the determination of world oil prices. There are two main oil price benchmarks: 

WTI at NYMEX and Brent at ICE. In recent years the Brent price has emerged as the benchmark price of 

oil sales in global markets. 

Oil prices have historically experienced significant fluctuations.  From early 2011 through August 2014, 

the Brent oil price largely traded within a USD 90-125/bbl range and posted all time high annual average 

levels of around USD 110/bbl. Since September 2014, however, the price has traded steeply downwards 

and was around USD 70/bbl at 28 November, 2014. The recent price decline has been a result of an 
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oversupplied market driven by weaker than expected global oil demand growth in the second half of 

2014, strong growth in US oil production and recovering Libyan oil production. At the same time, the 

near term supply demand outlook (first half of 2015) has been weak and OPEC has shown no willingness 

to curtail production in order to support the oil price. As evidenced by the recent decline, the oil price is 

highly dependent on the current and expected future supply and demand of oil, and is as such influenced 

by global macroeconomic conditions and may experience material fluctuations on the basis of economic 

indicators, material economic events and geopolitical events. Historically, oil prices have also been 

heavily influenced by organizational and national policies, most significantly the implementation of 

OPEC and subsequent production policies announced by the organization. Figure 7 below shows the 

historical development in the price of crude oil from 1861 to 2013, as well as the development in Brent 

prices from 2011 until today. 
Figure 7: Development in crude oil prices 
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Source: Left chart: BP Statistical Review of World Energy 2014 http://www.bp.com/en/global/corporate/about-bp/energy-
economics/statistical-review-of-world-energy.html; Right chart: Bloomberg 
 

Trends 

Many of the long-held tenets of the energy sector are being rewritten. Major importers are becoming exporters, 

while countries long-defined as major energy exporters are also becoming leading centers of global demand growth. 

The centre of gravity of energy demand is switching decisively to the emerging economies, particularly China, India 

and the Middle East, which drive global energy use one-third higher. The Middle East, the only large source of low-

cost oil, remains at the centre of the longer-term oil outlook. The need to compensate for declining output from 

existing oil fields is the major driver for upstream oil investment to 2035. 

Global energy demand is expected to increase at an average of 1.5% a year to 2035. Growth is expected to moderate 

over this period, climbing at an average of 2% a year to 2020 but then by only 1.2% a year to 2035. 95% of this 

growth is expected to come from non-OECD economies, with China and India accounting for more than half of the 

increase. By 2035, energy use in the non-OECD economies is expected to be 69% higher than in 2012. In 

comparison use in the OECD will have grown by only 5%, and will actually have fallen after 2030, even with 

continued economic growth. 

While the fuel mix is evolving, fossil fuels will continue to be dominant. Oil, gas and coal are expected to converge 

on market shares of around 26-27% each by 2035, and non-fossil fuels – nuclear, hydro and renewables – on a share 

of around 5-7% each. 

Oil is expected to be the slowest growing of the major fuels to 2035, with demand growing at an average of just 

0.8% a year. Nonetheless, this will still result in demand for oil and other liquid fuels being nearly 19 million barrels 

a day higher in 2035 than 2012. All the net demand growth is expected to come from outside the OECD – demand 

growth from China, India and the Middle East will together account for almost all of net demand growth. 
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Natural gas is expected to be the fastest growing of the fossil fuels – with demand rising at an average of 1.9% a 

year. Non-OECD countries are expected to generate 78% of demand growth. Industry and power generation account 

for the largest increments to demand by sector. LNG exports are expected to grow more than twice as fast as gas 

consumption, at an average of 3.9% per year, and accounting for 26% of the growth in global gas supply to 2035
2
. 

Kurdistan continues to see a rapid development in infrastructure and a significant increase in the availability of oil 

and gas services in the country. A number of major international oil companies, including ExxonMobil, Chevron, 

Marathon, Repsol, Total and Gazprom, have acquired properties in Kurdistan. A number of significant discoveries 

in this region continue to be reported and many are now undergoing appraisal and development. Kurdistan is 

currently exporting over 300,000 Bbls/d and is planning to increase the export capacity to one million barrels Bbls/d 

in the next few years.  

THE CORPORATION 

Summary Description of the Business 

ShaMaran is a Canadian company whose principal business, along with its subsidiaries, is the acquisition 

of interests in oil and natural gas rights and the exploration for, development of, and production of crude 

oil, condensate and natural gas.  For more detailed information on the business of the Corporation, see 

“General Development of the Business” and “Narrative Description of the Business” in the AIF, which is 

incorporated by reference herein, and the section entitled “Other Material Facts” in this Prospectus. 

The principal property of the Corporation is the Atrush Block PSC located in the Kurdistan Region of 

Iraq, which is part of the northern extension of the Zagros Folded Belt adjacent to several major oil 

discoveries. The area is currently undergoing a major exploration and development campaign by 

internationally recognised mid to large sized oil companies and the Atrush asset has reached the pre-

development stage.  A summary of the current property and partnership interests in Atrush are set out in 

the following table: 

 

The Atrush Block - General Property Description 

The Atrush Block is located approximately 85 kilometres northwest of Erbil, the capital of the Kurdistan 

Region, and is 269 square kilometres in area. The Atrush Block contains the Chiya Khere structure, 

expressed at surface by the Chiya Khere mountain, which runs east-west for approximately 25 kilometres 

with an approximate width of 3.5 kilometres. To the south of the Atrush Block is the Shaikan Block 

currently being developed by Gulf Keystone Petroleum Ltd. Immediately to the north of the Atrush Block 

is the Sarsang Block where Hillwood International Energy in May 2014 declared Swara Tika to be a 

commercial discovery. In addition, MOL plc. announced an oil discovery in the Bakrman well on the 

                                                      
2 http://www.bp.com/en/global/corporate/about-bp/energy-economics/energy-outlook/outlook-to-2035.html 

Country Block 
Acreage  

(square kilometres) 
Working interest(1) 

Iraq (Kurdistan) Atrush Block 269 TAQA(2) 

ShaMaran(3) 

Marathon  

KRG(4) 

39.9% 
20.1% 

15.0% 

25.0% 

(1)
 Working interest means a percentage of the ownership in an oil and gas PSC granting its owner the right to explore and develop oil and 

gas from a specific property which normally bears its proportionate share of the costs of exploration, development and operations as well 
as any royalties or other production burdens. 

(2) The Operator of the Atrush Block.  
(3) Held through GEP, an indirect wholly-owned subsidiary of the Corporation.   
(4) For further information on process of amending the PSC to give effect to the KRG’s working interest in the Atrush block PSC refer to the 

discussion in the section “Background and Conditions - Background to and Reasons for the Offering” included in this Prospectus. 
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Akri-Bijeel Block, east of and on trend with the Atrush Block. Also, on trend discoveries to the west of 

the Atrush Block have been announced on the Sheikh Adi and Ber Behar Blocks by Genel Energy plc. 

GEP acquired 143 kilometres of 2D seismic data in 2008 covering the Atrush Block. In April 2011 the 

Chiya Khere structure was confirmed as an oil discovery by the Atrush-1 exploration well and the first 

phase of an approved Appraisal Work Program commenced in July 2011 with the start of 3D seismic 

acquisition operations. 

The Chiya Khere structure is a complex faulted anticline developed along a possible shallow thrust zone 

oriented east-west. The proven and potential stacked oil reservoirs within the block (on the hanging wall 

and footwall part of the structure) are the Qamchuga, Sarmord, Garagu and Chia Gara (Cretaceous), 

Barsarin and Naokelekan (Upper Jurassic), Upper and Lower Sargelu (Middle Jurassic), Alan and Mus 

(Lower Jurassic) with both fracture and matrix porosity. The two discovery notifications made in the 

years 2011 and 2012 are limited to the Jurassic reservoirs that successfully flow tested 22-26.5 degree 

API oil to surface in the Atrush-1 and Atrush-2 wells, i.e. from the Barsarin to the Mus formations. 

Pressure data from the first two wells suggested that all the Jurassic reservoir intervals belong to the same 

pressure regime with an estimated common free water level (“FWL”) at -443m msl, giving a gross 

Jurassic oil column of over 500 meters at the crest of the structure. The deeper Triassic reservoir has 

additional upside potential. 

The Atrush-3 well confirmed the prior range of estimates for the common FWL by flowing the deepest 

dry oil at -408m msl (approximately 180 meters deeper than previous wells), supported by a water test at -

498m msl that revised the “Water Up To” slightly higher than previously determined. Flow tests were not 

measured due to technical reasons and the well is currently suspended pending re-entry towards the end of 

2014 for retesting with an improved testing configuration 

The planned 3D seismic acquisition was completed by August 2012. The new operator, TAQA, prepared 

the Field Development Plan following the Declaration of Commerciality made on November 7, 2012 and 

this was subsequently approved by the MNR effective October 1 2013. Awards for the various modules 

for the First Phase production facilities (FP1) were made in December 2013, with delivery and installation 

expected during the second half of 2015. 

Accessibility to the Atrush Block 

The Atrush Block is connected by road networks from the regional capital, Erbil, and other parts of 

Kurdistan. The Chiya Khere mountain is a high feature in the middle of the Atrush Block rising 

approximately one kilometre above the paved road network, which is present in the valleys surrounding 

the mountain. Atrush is the largest nearby town just off the block to the west. The block is situated within 

a one-hour drive east of the northern major provincial city of Dohuk, and about two hours’ drive north 

from the Kurdish capital Erbil. 

The oil discovery is situated below the Chiya Khere mountain at depths in excess of 1.5 kilometres from 

the surface. Access within the block is possible using upgraded mountain tracks and specifically 

engineered high-grade roads for drilling rigs, trucks and associated heavy equipment. Drilling pads are 

constructed as required to allow drilling operations. Due to the challenges of terrain access, multiple wells 

are drilled and planned to be drilled from the same surface location. A large area has been prepared in 

2014 to receive the production facilities due in 2015. An internal road network to support operations has 

been and continues to be constructed by the joint venture partnership. Plans are to evacuate produced oil 

via buried pipeline which is currently undergoing the early phases of engineering and construction, 

starting with the right of way across the Chiya Khere mountain from the facilities site. 
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Figure 8: Location Map of the Atrush Property 

Regional Geology 

The Atrush Block is located within the Zagros sedimentary basin which is a world-class hydrocarbon 

province located on the north-eastern margin of the Arabian Platform. This basin is located along the 

Zagros thrust belt and covers an area of some 200,000 square kilometres. It extends from the Taurus 

thrust zone in the north (Turkey) to the Arabian Gulf and Oman in the south. The basin is a typical 

foreland compressional basin formed by the collision of the Afro-Arabian and Iranian plates in Late 

Cretaceous and Cenozoic times.  

The Zagros Basin is characterized by a series of sub parallel faults, compressed anticlines and adjoined 

synclines along the Zagros mountain system. Deposition within the basin is interpreted as the product of 

three major geotectonic events: 

 Opening of the Neo-Tethys ocean in late Permian–Triassic time; 

 Expansion of the Basin in Jurassic and early Cretaceous time when massive carbonate 

sedimentation occurred in the basin; and 

 Burying and closing of the basin in late Cretaceous Turonian time when the Iranian platform 

collided with the Arabian plate. 

The late Permian and Triassic rocks were deposited in relatively stable shelf conditions and consist of 

shallow water carbonates with minor evaporite and clastic content. Jurassic sediments were also deposited 

in the shelf environment and consist primarily of carbonates ranging from deep water mudstones-

wackestones to shallow water packstones-grainstones interbedded with supra-tidal carbonates and 

anhydrites. 
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From middle Jurassic to late Cretaceous time the carbonate platform was divided into several semi-

isolated basins. Clastic sedimentation dominated the western part of the area. Several uplifts and erosional 

periods occurred in Cretaceous time. Carbonate deposition was dominant during Mesozoic time in the 

Zagros Basin area. 

During the Alpine orogeny, Neo-Tethys oceanic crust was overthrusted on to Arabian passive continental 

margin and dramatically changed the structural and stratigraphic regime of the area. A northwest 

southeast trending foredeep was developed along the rising orogen. While flysch deposits accumulated 

along the thrust zone, deeper shelf pelagic limestone and marls were deposited towards the west.  

During Paleocene–Early Eocene time, a deep open marine basin was oriented along the thrust belt in 

northern Iraq. Carbonate and evaporite sediments were deposited in the central and southwestern parts of 

the basin and coarse clastic rocks were deposited in the northeastern areas. 

Folding and uplift of the Zagros Mountains began in the Late Cretaceous and the upper Miocene and 

Pliocene rocks have syn-orogenic and post-orogenic genesis. 

According to published information, the main source rocks in the area are in the Jurassic Sargelu and 

Naokelekan formations. Additional hydrocarbon source rocks are found in the Cretaceous Chia Gara and 

Balambo formations. Hydrocarbon generation and migration in the Zagros Basin began during the late 

Cretaceous time. Faults and fracture development created vertical migration paths to hydrocarbons, but 

also may have also resulted in some hydrocarbon loss. Most likely a combination of vertical and 

horizontal migration charged the structures in the Atrush Block area.  

The Atrush Block is located within an intensively folded and thrusted zone close to the Zagros 

Mountains. The main feature within the block is a four way dip closed, compressed anticline (Chiya 

Khere mountain) visible both at surface and in the seismic data. Upper Cretaceous, Aqra-Bekhme 

carbonates are mostly mapped at surface however locally Qamchuqa sediments may be exposed.  

Early well results confirmed that the geology is similar to the nearby Shaikan Block where the Shaikan-1 

well established reservoirs in the Cretaceous, Jurassic and Triassic sections. The upper formations of the 

Cretaceous, (including the Qamchuga formation, which is a common reservoirs elsewhere in the region) 

are not considered prospective in the Chiya Khere hanging wall as they are close to surface, intensively 

fractured and have no anhydrites or shale present to act as seals. However, the same reservoirs are 

considered to have potential in the Chiya Khere footwall.  
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Atrush Block Stratigraphic Summary – based on the Atrush and nearby wells 

The following table indicates the most recent regional stratigraphy showing reservoirs, source and seal 

formations: 

Age Epoch Formation Lithology Reservoir Source Seal 

C
re

ta
ce

o
u

s 

Upper 

Aqra/Bekhme Karstic And Dolomitic Limestone    

Qamchuqa Karstic And Dolomitic Limestone    

Lower 

Sarmord Interbedded Marls, Limestone and Shale    

Garagu Limestone    

Chia Gara Shales and Marls    

Ju
ra

ss
ic

 

Upper 

Transition Beds Shales & Anhydrites    

Barsarin Anhydrites with shales and Limestone    

Naokelekan Organic-rich carbonates    

Middle 

Upper Sargelu Interbedded limestones & dolomites    

Lower Sargelu Clean dolomite    

Lower 

Alan Anhydrite with interbedded dolomites    

Mus Limestone and Dolomite    

Adaiyah Interbedded Anhydrite and Dolomite    

T
ri

as
si

c
 

Upper 

Butmah 
Interbedded Anhydrite, Limestone, 

Dolomites and Shale 
   

Baluti Interbedded Marls, Dolomites and Shale    

Kurra Chine A Interbedded Anhydrite and Dolomite    

Kurra Chine B 
Interbedded Anhydrite, Limestone and 

Dolomite    

Kurra Chine C 
Interbedded Anhydrite, Limestone and 

Dolomite    

The 3D seismic interpretation shows a large area of closure of up to 80 square kilometres on all horizons 

with a closure height in excess of 500 meters. The main axis of the anticline is parallel to an east-west 

oriented reverse fault interpreted on the south side of the structure which extends to surface. The 

displacement on this fault is difficult to estimate due to the relatively poor seismic resolution on the up 

thrown side. Several other east-west faults can be interpreted from the seismic running parallel to the 
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main Zagros Basin trend. The Atrush-1 well intersected several faults based on dipmeter and structural 

interpretation. 

The present structures began forming in the late Cretaceous when the main Jurassic source rocks were 

likely at an oil generation stage, suggesting any Cretaceous or Jurassic traps would have been charged 

with oil. 

The block contains proven oil in the Jurassic reservoirs which comprises all the of the Corporation’s 

Reserves & Contingent Resources. Additional Potential Resources are to be further evaluated in future 

wells. Neighboring wells have made separate discoveries in the three members of the Kurra Chine 

formation (A, B and C) and a significant closure has been mapped at this level on the Atrush block 

providing potential for hydrocarbons updip of Atrush-1 in the Kurra Chine A and B, and in the Kurra 

Chine C which was not reached in Atrush-1. 

Atrush Reservoir Geology 

Geologically, the Atrush Block contains multiple proven and potential stacked oil reservoirs in the 

Cretaceous, Jurassic and Triassic sections in the Chiya Khere structure which, due to a high-degree of 

fracturing, have demonstrated very high production rates. In addition to the proven Atrush Jurassic oil 

discovery the Atrush Block has potential additional upside in the Chiya Khere hanging wall Triassic, 

Chiya Khere footwall reservoirs (Cretaceous, Jurassic and Triassic), and the southern extension of the 

Swara Tika structure into the Atrush Block. 

The Jurassic reservoir is comprised of stacked formation named the Chia Gara Transition Beds, Barsarin, 

Naokelekan, Upper and Lower Sargelu, Alan and Mus. The Chia Gara Transition Beds, Barsarin & 

Naokelekan are typically Type-I carbonate reservoirs in that fracture porosity is the main oil storage 

medium. The remaining formations are typically Type-II carbonate reservoirs that have both matrix and 

fractures as the oil storage medium. 

Lithologically, the Chia Gara becomes a reservoir where its shales are fractured. The Barsarin is 

comprised of interbedded anhydrites and carbonates. The Naokelekan is a kerogen-rich carbonate. The 

Upper Sargelu is comprised of interbedded carbonates, while the Lower Sargelu is a clean massive 

dolomite. The Alan contains massive beds of anhydrite with some significant layers of reservoir quality 

dolomite. The Mus formation is a relatively high quality carbonate reservoir. 

Well testing has indicated multi-Darcy reservoir permeability throughout the majority of the reservoir due 

to an extensive and highly connected fracture system. Production Indices (PIs) indicate flow potential of 

250-550 barrels per day per psi of pressure drawdown. Single zones have tested up to 15,000 barrels of oil 

per day facilities constrained, using an electrical submersible pump (ESP). 

Oil sample and pressure data suggest either a single oil column throughout the reservoir with a 

compositional gradient, or separate oil columns above and below the top of the Alan anhydrite, which is 

geologically more likely based on offset information. Sampling and analysis is ongoing and a key 

component of data gathering in current and future wells. Oil above the Alan is relatively low viscosity 

crude in the 26-27 degree API range with a gas-oil ratio (GOR) of less than 300 standard cubic feet of gas 

per barrel of oil. No water has been seen in any well drilled in this section to date. The oil within and 

below the top of the Alan anhydrite is around 22 degrees API, with a relatively higher viscosity and GOR 

less than 200. This section contains the only currently defined Free Water Level. 
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Ownership History 

In August 2010 the Corporation acquired a 33.5% shareholding in General Exploration Partners, Inc. 

(“GEP”) which then held an 80% working interest in the Atrush Block PSC, with the remaining 20% 

third party interest (“TPI”) being held by the KRG. In October 2010 Marathon Oil Corporation 

(“Marathon”) was assigned the 20% TPI in the Atrush PSC. On December 31, 2012 GEP sold a 53.2% 

direct interest in the Atrush Block to TAQA, who also assumed from GEP the operatorship of the Atrush 

Block, and repurchased the entire 66.5% shareholding which Aspect Energy International LLC 

(“Aspect”) held in GEP, leaving the Corporation with a 100% shareholding interest in GEP which then 

held a 26.8% direct interest in the Atrush Block PSC. The Corporation’s direct interest in the Atrush 

Block PSC is 20.1% after the KRG exercised on March 12, 2013 its option to acquire a 25% Government 

Interest in accordance with the provisions of the Atrush Block PSC. Discussions have commenced to 

amend the Atrush Block PSC to give effect to the Government Interest. At the date of this Prospectus the 

process of amending the Atrush Block PSC has not been concluded. 

General PSC Terms 

Basic Terms 

The effective date (the “Effective Date”) of the Atrush Block PSC is November 10, 2007. The Atrush 

Block PSC contract term is comprised of an Exploration Period and a Development Period. The 

Exploration Period is for an initial exploration term of five years (comprised of a First Sub-Period, being 

the initial three years from the Effective Date, and a Second Sub-Period, being years four and five from 

the Effective Date), which under certain circumstances, is extendable on a yearly basis up to a maximum 

period of seven years from the Effective Date. 

In the event of a commercial discovery and subsequent delineation of the relevant field, the term for 

development and production is extended to 20 years with an automatic right to a five-year extension and, 

if commercial development from a production area is still possible at the end of the development period, 

upon request by the contractor within 6 months before the end of the development period, to an additional 

five-year extension. Acreage included in the contract area and not converted into a producing field is to be 

relinquished at the rate of 25% at the end of each of the initial exploration terms and the first one-year 

renewal period and the balance of acreage is to be relinquished at the end of the second one-year renewal 

term.  

Fiscal terms under the Atrush Block PSC include a 10% royalty, a variable profit split, based on a 

percentage share to the KRG and a capacity building payment equal to 30% of profit oil (produced oil, 

less royalty and cost oil) to be paid to the KRG. GEP has the right to recover costs using up to 40% of the 

available oil (produced oil less royalty oil) and 55% of the produced gas. 
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Figure 9: Oil Revenue Flow 

Environmental and Operating Regulations 

Drilling for and producing, handling, transporting and disposing of oil and gas and petroleum by-products 

are activities that are subject to extensive regulation under national and local environmental laws, 

including in those countries in which ShaMaran currently operates. Environmental regulations may 

impose, among other things, restrictions, liabilities and obligations in connection with water and air 

pollution control, waste management, permitting requirements and restrictions on operations in 

environmentally sensitive areas. The Corporation’s operations in Kurdistan are subject to general and 

specific regulations and restrictions governing drilling, production and processing, land tenure use, 

environmental requirements (including site specific environmental licenses, permits and remediation 

requirements), workplace health and safety requirements, social impacts and other laws and 

regulations. The environmental laws of Kurdistan are limited as compared to those in jurisdictions 

such as Europe or North America. The Corporation is obliged to follow both Kurdish law and the 

terms of the Atrush Block PSC towards protecting the environment and the health and safety of its 

employees and third parties. 

The Corporation has implemented health, safety and environment policies since its incorporation, 

complies with industry environmental practices and guidelines for its operations in Kurdistan and is 

currently in compliance with these obligations in all material aspects. Environmental protection 

requirements have not, to date, had a significant effect on the capital expenditures and competitive 

position of ShaMaran.  
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Under the terms of the Atrush Block joint operating agreement the Operator is required to conduct 

operations in compliance with the applicable health safety and environmental laws, rules and 

regulations with the goal of achieving safe and reliable operations. The main environmental and 

operating approval for executing the development of the Atrush field is approval by the MNR of the field 

development plan, which was obtained on October 1, 2013. Any further permissions, permits, licenses 

and approvals required are in the course of day to day petroleum operations and the Operator is 

responsible under the Atrush Block joint operating agreement to request and procure all such 

authorisations to carry on the petroleum operations under the applicable laws to conduct safe and 

reliable operations. As the Corporation is not operating in the region it does not require any permits or 

licenses to conduct operations and the Corporation is not aware of any material authorisations which 

are pending with the Operator. 

Operational History and Plans 

Exploration and Initial Appraisal 

GEP acquired 143 kilometres of 2D seismic data over the Atrush Block in 2008. The first exploration 

well, Atrush-1 “AT-1” was drilled and tested in the period October 2010 – April 2011. The well reached a 

total depth (“TD”) of 3,400 metres in formations of Triassic age. A comprehensive well testing program 

consisting of ten drill stem tests (“DST”s) was conducted in Q1 2011. Following notification to the KRG 

of a major Jurassic oil discovery on April 4, 2011 GEP submitted an Appraisal Work Program consisting 

of 3D seismic, appraisal wells and studies and a possible installation of an extended test facility to 

conduct early production testing in the field. 

3D seismic acquisition operations were conducted in the block in the period between July 2011 and 

August 2012 with data acquisition over the entire Atrush Block. The AT-2 appraisal well was drilled to a 

TD of 1,750 metres below the base of Jurassic reservoir section in July 2012. The Corporation announced 

on September 13, 2012 the results of the comprehensive AT-2 well testing program which confirmed 

through three separate DSTs the AT-1 Jurassic oil discovery. The combined test rate for the three Jurassic 

DSTs, constrained by surface testing equipment, was over 42,200 bopd (approximately 27 degree API oil) 

and confirmed the significant potential for production from the highly fractured Jurassic reservoir. An 

additional two DSTs conducted in two deeper Jurassic formations confirmed them also to be oil bearing 

and productive, with test rates limited by gas lift. GEP submitted in October 2012 to the Ministry of 

Natural Resources (“MNR”) of Kurdistan an AT-2 Discovery Report giving notice of the additional 

discovery formations in the lower part of the Jurassic. 

Declaration of Commerciality and Field Development Plan 

GEP and Marathon, collectively being the Contractor under the Atrush Block PSC, submitted to the 

Atrush Block Management Committee a Declaration of Commercial Discovery (“DCD”) with effect from 

November 7, 2012 under Clause 12.6 (a) of the Atrush Block PSC. The DCD was submitted together with 

an Appraisal Report covering the Atrush field. In May 2013 TAQA (having taken over operatorship from 

GEP on January 1, 2013) submitted a Field Development Plan (“FDP”) to the Atrush Block Management 

Committee within the required 180 days following the DCD. Phase 1 of the FDP was duly approved with 

an effective date October 1, 2013. The overall FDP philosophy comprises: 

 Field development in a phased, modular, expandable and value accretive process (Chiya Khere 

facilities). 

 Development initiated on the West/Central portion of the block leveraging knowledge from the 

AT-1 exploration and AT-2 appraisal wells. 
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 A regional characterization of the reservoir being used to support further development, addressing 

uncertainties and assess/capture upside potential of other reservoirs. 

 Subsequent phased development that will target the eastern portion of the block, and expand both 

western and eastern production facilities. 

Phase 1 is split into four sub-phases consisting of the initial production, treatment and export facilities to 

be followed by three phases addressing gas utilization, acid gas and produced water. 

Further Appraisal 

The AT-3 appraisal well was drilled between March and June 2013 to a MD of 1,806 metres. The well 

encountered an estimated oil column of 286 metres in the Jurassic reservoir (to the calculated Free Water 

Level) and successfully extended the Atrush accumulation 6.5 kilometres further to the east, while 

proving producible oil 180 metres deeper than previous wells thereby reducing the uncertainty on the Oil 

Water Contact/Free Water Level. AT-3 is currently suspended pending a planned re-entry later in 2014 to 

conclude the testing program that was not completed in 2013 due to a less than optimal testing 

configuration. 

In June 2013 an interference test was successfully completed between AT-1 and AT-2 which provided 

valuable reservoir information. The wells, which are 3.1 kilometres apart, confirmed excellent pressure 

communication and multi Darcy horizontal permeability through the fracture system in the Jurassic 

reservoir. 

Reserves and Resources 

The Issuer’s Reserves, Contingent Resources and Prospective Resources are related solely to the Atrush 

Block which is the Issuer’s only hydrocarbon asset. As of November 30, 2014 the Reserves, Contingent 

Resources and Prospective Resources estimates were provided by McDaniel, upon the Issuer’s request, 

the Corporation’s independent qualified resources evaluator (competent person’s report), and were 

prepared in accordance with standards set out in the Canadian National Instrument NI 51-101 and 

Canadian Oil and Gas Evaluation Handbook (“COGE Handbook”). COGE Handbook is an acceptable 

standard as set out by ESMA SPS. The COGE Handbook is prepared jointly by The Society of Petroleum 

Evaluation Engineers (Calgary Chapter) and the Canadian Institute of Mining, Metallurgy & Petroleum 

(Petroleum Society), as amended from time to time.  

Reserve and Resource Estimates as of November 30, 2014 

McDaniel estimates for reserves and resources as of November 30, 2014 have taken into account the 

results of the Atrush-4 (“AT4”), Chiya Khere-5 (“CK-5”) and Chiya Khere-8 (“CK-8”) wells together 

with the latest results from well Chiya Khere-6 (“CK-6”) up to and including the first production test. 

Also incorporated is the latest remapping, based on the re-processed and re-interpreted 3D seismic, and 

the results of reservoir modelling studies. There have been no material changes to the reserves and 

resources since November 30, 2014.  

ShaMaran has continuously reported reserves and resources in accordance with the COGE Handbook as a 

listed company on the TSX-V and the latest competent person’s reports are dated February 21, 2014 and 

February 28, 2014.  Additional information related to reserve and resource estimates, including net 

present value estimates, is included in Form 51-101F1, which has been extracted from ShaMaran’s 

competent person’s reports. Form 51-101F1 may be viewed under the Corporation's profile on SEDAR at 

www.sedar.com, or in the Corporation's Annual Information Form, which is available both on SEDAR at 

www.sedar.com and on the Corporation's web-site at http://www.shamaranpetroleum.com/s/AIF.asp.  An 



- 61 - 

updated reserves and resources report dated December 9, 2014 was issued by McDaniel to incorporate the 

new information acquired since the Corporation's Annual Information Form was filed. 

 

RESERVES SUMMARY – ATRUSH PHASE 1 DEVELOPMENT 

As of November 30, 2014 

MBBL, (1) (2) (3) 

Reserves Category: 

Property 

Gross 

Corporation 

Gross (2) 

Corporation 

Net (3) 

Light/Medium Oil (Mbbl)    

Total Proved Reserves (1P) 31,216 6,274 4,394 

Probable Reserves 30,235 6,077 3,367 

Proved + Probable Reserves (2P) 61,451 12,352 7,761 

Possible Reserves 59,520 11,964 4,439 

Proved + Probable + Possible Reserves (3P) 120,972 24,315 12,200 

 
(1) Reserves are based on the KRG-approved Phase 1 Atrush development comprising a 30,000 bopd facility and 3 producers AT-2, AT-4, 

CK-5 and CK-8). 

(2) Corporation gross reserves are based on Corporation working interest share of the property gross reserves.  
(3) Corporation net reserves are based on Corporation share of total cost and profit revenues and the income tax paid on behalf of 

Corporation. 

Possible Reserves are those additional reserves that are less certain to be recovered than Probable 

Reserves. There is a 10% probability that the quantities actually recovered will equal or exceed the sum of 

Proved plus Probable plus Possible Reserves. The reserves were estimated using forecast prices and costs. 

The sales oil price was based on the McDaniel December 1, 2014 price forecast for Brent crude oil with a 

discount of 35 percent in 2014 and 2015, 30 percent in 2016, and 25 percent in 2017 onwards. The 

discount to Brent assumes export sales are initially discounted more heavily but reduces as the export 

route becomes more established and equates to an oil price of US$ 52.00 per barrel in 2015. Costs were 

escalated at 2 percent per annum. Oil pricing is uncertain and any eventual announcement of sales and 

pricing of exported Kurdish crude during 2015 together with the Kurdish export pipeline becoming fully 

operational will impact on future price scenarios.  
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The updated estimates of Contingent Resources for the Atrush Block are as follows: 

CONTINGENT RESOURCES SUMMARY – ATRUSH OIL DISCOVERY*  

As of November 30, 2014 

(1) (2) (3) (4)  

*ChiaGara, Barsarin, Naokelekan, Upper Sargelu, Lower Sargelu, Alan, Mus and Butmah formations, in 

addition to the volumes assigned to Reserves. 

 Low Estimate (1C) Best Estimate(2C) High Estimate (3C) 

Property Gross    

Crude Oil (Mbbl) 177,783 299,669 466,586 

Natural Gas (MMcf) 47,766   83,165   135,764  

Total (Mboe) (6) 185,744 313,530 489,213 

Corporation Gross (5)    

Crude Oil (Mbbl) 35,734 60,233 93,784 

Natural Gas (MMcf) 9,601  16,716   27,289  

Total (Mboe) (6) 37,335   63,020   98,332  

 
(1) There is no certainty that it will be commercially viable to produce any portion of the contingent resources. 

(2) These are unrisked Contingent Resources that do not take into account the chance of development. The contingent resources are sub-
classified as “development unclarified” with an “undetermined” economic status. 

(3) Contingent Resources were estimated by subtracting the reserves from the total recoverable resources. 

(4) Total based on the probabilistic aggregation of zones within the Atrush field and as such does not equal the arithmetic sum of the 
individual zones. 

(5) Corporation gross resources are based on Corporation working interest share of the property gross resources. 

(6) 6 Mcf is equivalent to 1 BOE. 

The resources included in the Contingent Resources table above are classified as contingent as the 

associated project(s) are dependent upon the results of the Atrush Phase 1 development; this first phase of 

development should, together with further appraisal drilling, narrow the uncertainty in the Contingent 

Resources estimates and help determine if their development is economic.  

The development projects to recover the contingent resources are likely to consist of “primary recovery 

with natural water drive” supplemented, if necessary and viable, by “secondary recovery with water 

injection”.  The former process, with reference to the COGE Handbook, would be “established 

technology” whereas the latter would be considered “technology under development” as it is unclear if 

there are commercial applications within analogous reservoirs. 

The table below is a comparative summary of the change in gross Contingent Resources for the Atrush 

Block PSC between the years 2011, 2012, 2013 and 2014: 



- 63 - 

 

Gross Contingent Resources 

(MMBOE) 1C 2C 3C 

YE 2011 275 465 813 

YE 2012 404 627 982 

YE 2013 403 518 646 

November 30, 2014 186 314 489 

The estimates of Prospective Resources for the Atrush Block have not been updated since December 31, 

2013, as the new information acquired on the Atrush field is not expected to have a material impact, and 

are as follows: 

PROSPECTIVE RESOURCES SUMMARY – ATRUSH BLOCK* 

As of December 31, 2013 

(1) 

* Comprising remaining potential in the Atrush hanging wall (Triassic), Atrush Footwall (Cretaceous, 

Jurassic & Triassic) and extension of the Swara Tika structure into the Atrush Block (Jurassic & Triassic). 

 

Unrisked (2) 

Low 

Estimate 

Unrisked (2)  

Best 

Estimate 

Unrisked (2)  

Mean 

Estimate 

Unrisked (2) 

High 

Estimate 

Risked (3)  

Mean  

Estimate 

Property Gross      

Crude Oil (Mbbl) 121,425 173,194 180,165 247,211 60,479 

Condensate (Mbbl) 8,741 28,327 36,173 72,890 6,766 

Natural Gas (MMcf)  141,366 258,352 289,988 481,107 61,445 

Total (Mboe) (6) 153,727 244,580 264,670 400,285 77,485 

Corporation Gross (5)      

Crude Oil (Mbbl) 24,406 34,812 36,213 49,689 12,156 

Condensate (Mbbl) 1,757 5,694 7,271 14,651 1,360 

Natural Gas (MMcf)  28,415 51,929 58,288 96,702 12,350 

Total (Mboe) (6) 30,899 49,161 53,199 80,457 15,575 

 
(1) There is no certainty that any portion of the Prospective Resources will be discovered. If discovered, there is no certainty that it will be 

commercially viable or technically feasible to produce any portion of the resources. 

(2) The unrisked estimates assume arithmetic aggregation of all three prospects on the basis that they are all successful and as such the 
estimates do not represent the normalised, unrisked portfolio estimate. 

(3) These are partially risked Prospective Resources that have been risked for chance of discovery, but have not been risked for chance of 

development. 
(4) Total based on the probabilistic aggregation of undiscovered pools within the field/prospect. 

(5) Corporation gross resources are based on Corporation working interest share of the property gross resources.  

(6) 6 Mcf is equivalent to 1 BOE. 

 

The table below is a comparative summary of the change in crude oil gross Prospective Resources for the 

Atrush Block PSC between the years 2011, 2012 and 2013: 

 

Gross Prospective Resources 

(MMBOE) Low Best  Mean High  

YE 2011 74 134 146 235 

YE 2012 (some PR moved to CR) 41 96 121 233 

YE 2013 (based on 3D mapping) 121 173 180 247 
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Phase 1 Development 

Phase 1 will consist of four initial producers (Atrush-2 (“AT-2”), Atrush-4 (“AT-4”), Chiya Khere-5 

(“CK-5”) and Chiya Khere-8 (“CK-8”)) connected to a 30,000 gross bopd production facility.  

Works are in progress to implement the 30,000 barrels of gross liquid per day Phase 1 production facility. 

The production modules for the facility are currently being fabricated and major civil engineering works 

preparing the facilities site are close to completion. Plans are to mobilise a workover rig in 2015 for 

testing and completion of the four designated wells for initial production. The facilities will be installed, 

tested and commissioned in the fourth  quarter of 2015 with first oil currently estimated to be in 

December 2015. 

 

 

 

Figure 10: Computer image of the final Chiya Khere facility 

Phase 1 Development Drilling 

The AT-4 appraisal and Phase 1 development well reached a TD of 2,916 metres in January 2014 MD. 

The testing program consisted of three separate cased hole DSTs conducted in the Jurassic reservoir with 

the highest reported rates totalling 9,059 bopd of 27-28 API from two of the tests which indicated 

instantaneous pressure communication with the AT-2 well. None of the tests produced formation water. 

AT-4 was suspended as a future Phase 1 producer. 

The CK-5 Phase 1 development well was drilled to a TD of 2,098 metres in June 2014. The well was 

deviated from the same well pad as AT-1 and AT-4 with the bottom hole location in the Butmah 

formation approximately 870 metres west southwest of the surface location. As in previous wells, no 

water leg was encountered in the reservoir section, with the well penetrating a gross vertical oil column of 
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approximately 540 metres. CK-5 will be tested using a work over rig in 2015 prior to final completion 

and tie-in to the Phase 1 production facility. 

In July-September 2014 the CK-8 development well was deviated from the same well pad as AT-1, AT-4 

and CK-5 with the bottom hole location in the Butmah formation approximately 1.4 kilometres east 

southeast of the well pad. The well reached a TD of 2,195 metres. It will be tested with CK-5 prior to 

completion as a Phase 1 producer.  

 

Figure 11: Location Map of Phase 1 Development & Phase 2 Appraisal Areas 

Phase 2 Appraisal 

Chiva-Khere-6 (“CK-6”), the second eastern area appraisal well, was drilled to a measured depth of 2,105 

metres, which was reached on November 5, 2014. CK-6 was drilled from the Chamanke-C well pad 

which was used to drill AT-3, the first eastern area appraisal well, and has a bottom hole location 

approximately 1.1 kilometres southeast of AT-3. At the date of this prospectus a well testing program was 

in process with final results expected in early January 2015. Following testing operations on CK- 6 it is 

planned to re-enter and complete the suspended testing program on AT-3. 

The location for the third Phase 2 appraisal well is currently being finalised. 

Pipelines 

The Chiya Khere production facility will be tied-in by a dedicated 12 inch feeder pipeline directly into the 

main export pipeline at pumping station #2 situated at kilometre 92. FEED has been completed and the 

common rights of way have been agreed. Preparatory work on the most elevated section (over the Chiya 

Khere mountain) commenced in August 2014. 
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The new spur and feeder line and relevant facilities will be designed to transport crude oil from Atrush 

Phase 1 Production Facility (PF1) (KP0.0) to the Kurdistan Crude Oil Pipeline (KCP) intake point and 

receiving terminal (RETM) (KP38.8). The pipeline will include 2 sections (PIP1 & PIP2) of line pipe in 

order to accommodate future production from the Atrush developments. Pipelines:  

1. PIP1 will be installed as 10 inch nominal pipe from the Pump Station Atrush (PSAT) (KP0.0) to 

the Intermediate Pigging & Pressure Reduction Station (IPPR) (KP6.4) where it will collect and 

merge future oil stream feeds from the Phase 1 Production Facility and potentially the Phase 2 

Production Facility (PF2). 

2. PIP2 will be installed as 12” nominal pipe from the Intermediate Pigging & Pressure Reduction 

Station (IPPR) (KP6.4) to the Kurdish Crude Oil Pipeline receiving terminal (RETM) (KP38.8).  

 

Figure 12: Map of the approved routing for the Atrush feeder pipeline 

 

Future Phases 

Future phases, as outlined in the original Field Development Plan, consist of building on the knowledge 

gained from Phase 1, but are nominally three further phases of 30,000 bopd each. The decision on Phase 2 

will be based on results of the ongoing appraisal program and expected to be taken in the third quarter of 

2015. 

2013 Bond Issue 

On November 13, 2013 General Exploration Partners, Inc., (“GEP”), a wholly owned indirect subsidiary 

of the Corporation, closed a USD 150 million senior secured bond issue resulting in net proceeds of USD 

147 million after deducting USD 3.0 million in transaction related costs. Of the total proceeds from the 

bond issue USD 33.8 million were subscribed to by related parties. The bonds have a five year maturity 
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from November 13, 2013 without amortisation and carry an 11.5% fixed semi-annual coupon and will be 

used to fund future capital expenditures related to the development of the Atrush Block.  

The bonds include an unconditional and irrevocable on-demand guarantee on a joint and several basis 

from the Corporation and certain of the Corporation’s direct and indirect subsidiaries and, among other 

arrangements, agreements which pledge all of the ordinary shares of GEP and the Corporation’s Swiss 

service subsidiary, ShaMaran Services S.A., as security for GEP’s bond related obligations, as well as an 

internal credit facility agreement among the Corporation and certain of its subsidiaries setting out the 

terms and conditions for intra-group credit to be made available amongst the parties. 

Under the terms of the bond agreement all bond proceeds are held in accounts pledged to the bond trustee 

as security, and may be accessed by the Corporation on prior authorisation of the bond trustee and 

provided the proceeds are to be employed for prescribed purposes, most notably to fund the financing, 

development and operation of the Atrush Block, to service 24 months of bond coupon interest expense, 

and to fund technical, management and administrative services of ShaMaran’s subsidiary companies up to 

USD 6 million per year over the remaining term of the bond.  

The bonds were listed in May 2014 on the Oslo Børs in Norway under the symbol “GEP01”. The full 

USD 150 million of bonds remained outstanding at September 30, 2014.   

Employees  

As at December 31, 2012 and 2013, the Corporation had no employees in Canada, nine employees in 

Switzerland and one full time employee in Kurdistan. The Corporation relies on and engages consultants 

on a contract basis to provide services, management and personnel where required to assist the 

Corporation to carry on its administrative or technical activities in Canada, Switzerland and Kurdistan. 

On-going and future investments 

As at September 30, 2014, the date of the last published financial statements, the principal investments of 

the Corporation are entirely in the Kurdistan Region of Iraq and were as follows: 

Atrush Block Phase 1 Development, 2012 work program........USD 47.86 million 

Atrush Block Phase 1 Development, of 2013 work program....... USD 41.47 million 

Atrush Block Phase 1 Development, of 2014 work program.........USD 61.17 million 

The Corporation’s principal investments that are in progress and future investments, on which its 

management bodies have already made firm commitments, are as follows: 

Atrush Block Phase 1 Development, 26.8%
(1)

 of 2014 work program...............USD 15.60 million 

Atrush Block Phase 1 Development, 26.8%
(1)

 of 2015 work program...............USD 112.65 million 

Interest expense, bonds – 2014 and 2015............................................................USD 25.88 million 

Interest expense, bonds 2016-2018 (assumes bonds not early redeemed) ...........USD 51.75 million 

(1) While the Corporation’s commitment under the current Atrush Block PSC amounts to a 20.1% share, costs reflecting a 26.8% 

share have been presented in this section and represent a case where the Corporation is required to fund the KRG share of Atrush 
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project development costs. For further discussion of this requirement refer to the discussion in this Prospectus under 

“Background and Conditions”. 

The amounts mentioned above include costs related to Atrush Phase 1 and 2 drilling and testing activities 

and the Phase 1 production facility, as described in the sections above, as well as related support and 

overhead costs provided by the Operator of the Atrush Block. The Corporation anticipates fulfilling its 

2014 and 2015 commitments with cash on hand prior to and after raising funds through the Offering of 

Rights contemplated in this Prospectus. 

SELECTED FINANCIAL INFORMATION 

The Corporation prepares its financial statements in accordance with Canadian generally accepted 

accounting principles (“GAAP”) as set out in the Handbook of the Chartered Professional Accountants 

of Canada (“CPA Canada Handbook”). In 2010, the CPA Canada Handbook (formerly the Handbook of 

the Canadian Institute of Chartered Accountants) was revised to incorporate IFRS as issued by the 

International Accounting Standards Board (“IASB”) and require publicly accountable enterprises to 

apply such standards effective for years beginning on or after January 1, 2011. Accordingly, these 

consolidated financial statements have been prepared in compliance with IFRS.  

This information should be read together with sections “Comments to the financial statements” and 

“Capital structure, indebtedness and related information”, the Corporation’s audited consolidated 

financial statements for 2013 and 2012 and the unaudited condensed interim consolidated financial 

statements for the three and nine months ended September 30, 2014. These aforementioned financial 

statements have been incorporated into this Prospectus by reference (see “Documents Incorporated 

Herein by reference”). 

This section provides a summary of the Corporation’s financial performance and position. The financial 

information presented below has been derived from the Corporation’s audited annual and unaudited 

interim consolidated financial statements for the specific reporting periods. 
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Consolidated Statement of Comprehensive Income  

(Expressed in thousands of United States Dollars) 

 
 Nine months ended  

September 30, 

Year ended  

December 31,  

 2014 2013 2013 2012 

Expenses from continuing operations 
    

General and administrative expense (1,172) (1,377) (2,393) (2,852) 

Share based payments expense (259) (725) (882) (8) 

Impairment (loss) / recovery - (84) (84) 1,814 

Depreciation and amortisation expense (38) (54) (65) (183) 

Share of income of associate - - - 129,000 

Gain on fair valuation of net assets of subsidiary - - - 102,735 

Gain on sale of asset - - - 1,100 

Relinquishment costs - - - (25,732) 

(Loss) / income before finance items and income tax 

expense (1,469) (2,240) (3,424) 205,874 

Finance cost (3,978) (47) (740) (719) 

Finance income 71 26 28 359 

Net finance cost (3,907) (21) (712) (360) 

(Loss) / income before income tax expense  (5,376) (2,261) (4,136) 205,514 

Income tax expense  (84) (63) (87) (89) 

Net (loss) / income from continuing operations (5,460) (2,324) (4,223) 205,425 

Discontinued operations     

Net income / (loss) from discontinued operations (17) (40) 935 (61) 

Net (loss) / income for the period (5,477) (2,364) (3,288) 205,364 

     

Other comprehensive income:     

Currency translation differences (66) 18 19 26 

Total other comprehensive income (66) 18 19 26 

     

Total comprehensive (loss) / income for the period (5,543) (2,346) (3,269) 205,390 
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Consolidated Balance Sheet 
(Expressed in thousands of United States Dollars) 

 September 30,        December 31, 

 2014 2013 2012 

Assets 
   

Non-current assets     

Intangible assets 406,069 344,990 303,549 

Property, plant and equipment 160 179 257 

 406,229 345,169 303,806 

Current assets 
 

  

Cash and cash equivalents  78,640 142,588 41,216 

Other current assets  172 194 331 

Inventories - - 198 

 78,812 142,782 41,745 

Assets associated with discontinued operations - 3 3 

Total assets 485,041 487,954 345,554 

     

Liabilities and equity    

Current liabilities    

Accounts payable and accrued expenses 5,191 7,458 7,027 

Accrued interest expense on bonds 6,565 2,252 - 

Current tax liabilities 29 92 90 

Deferred liability - - 5,000 

 11,785 9,802 12,117 

Non-current liabilities 
 

  

Borrowings 147,505 147,050 - 

Provisions 1,764 1,185 120 

 149,269 148,235 120 

Liabilities associated with discontinued operations 282 928 1,941 

Total liabilities 161,336 158,965 14,178 

Equity    

Share capital  534,068 534,068 534,068 

Share based payments reserve  4,977 4,718 3,836 

Cumulative translation adjustment (39) 27 8 

Accumulated deficit  (215,301) (209,824) (206,536) 

Total equity 323,705 328,989 331,376 

Total liabilities and equity 485,041 487,954 345,554 



- 71 - 

Consolidated Cash Flow Statement 
(Expressed in thousands of United States Dollars) 
 Nine months ended  

September 30, 

Year ended  

December 31,  

 2014 2013 2013 2012 

Operating activities 
  

  

Net (loss) / income from continuing operations (5,460) (2,324) (4,223) 205,425 

Adjustments for:     

Share based payments expense 259 725 882 8 

Interest expense on senior secured bonds - net 3,964 - 689 - 

Impairment loss / (recovery) - 84 84 (1,814) 

Depreciation and amortisation expense 38 54 65 183 

Foreign exchange loss / (gain) (33) 46 49 (333) 

Income tax (38) (26) 2 (32) 

Interest income - - (28) (26) 

Interest expense on equity based finance fee - - - 719 

Gain on sale of asset - - - (1,100) 

Gain on fair valuation of net assets of subsidiary - - - (102,735) 

Share of income of associate (63) (22) - (129,000) 

Changes in provisions 579 41 1,065 120 

Changes in accounts payable and accrued expenses (2,267) 6,117 431 (16,550) 

Changes in inventories - 114 114 2,552 

Changes in other current assets 22 179 137 421 

Cash used in discontinued operations (660) 13 (78) (715) 

Net cash outflows to operating activities (3,659) 5,001 (811) (42,877) 

Investing activities     

Interest received on cash deposits 38 26 28 26 

Deferred liability - (5,000) (5,000) 5,000 

Purchases of intangible assets (51,624) (26,505) (39,788) (8,395) 

Net proceeds on sale of intangible assets - - - 52,671 

Proceeds on reimbursement of intangible costs - - - 1,250 

Net proceeds on sale of property, plant and equipment - - - 802 

Purchases of property, plant and equipment (45) - - (595) 

Investment in associate - - - (16,110) 

Net cash (outflows to) / inflows from investing activities (51,631) (31,479) (44,760) 34,649 

Financing activities     

Proceeds on bond issue - - 150,000 - 

Bond related transaction costs - - (3,028) - 

Interest payments to bondholders (8,625) - - - 

Net cash inflows from financing activities (8,625) - 146,972 - 

Effect of exchange rate changes on cash and cash 

equivalents (33) (27) (29) 359 

Change in cash and cash equivalents (63,948) (26,505) 101,372 (7,869) 

Cash and cash equivalents, beginning of the period 142,588 41,216 41,216 49,085 

Cash and cash equivalents, end of the period 78,640 14,711 142,588 41,216 
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Key ratios 
 

 Nine months ended  

September 30, 

Year ended 

 December 31,  

 2014 2013 2013 2012 

Basic (loss)/income per share (USD): 
    

    Continuing operations (0.01) - (0.01) 0.25 

    Discontinued operations - - - - 

    Total (0.01) - (0.01) 0.25 

Diluted (loss)/income per share (USD):     

    Continuing operations (0.01) - (0.01) 0.25 

    Discontinued operations - - - - 

    Total (0.01) - (0.01) 0.25 

Book equity ratio at end of period
(1)

 67.3% 96.3% 67.4% 95.9% 

Weighted avg. basic shares outstanding x 000 810,984 810,984 810,984 810,222 

Weighted avg. diluted shares outstanding x 000 810,984 810,984 810,984 810,222 

Dividend paid per share - - - - 
  

(1) "Total equity of period" divided by "total assets of period" 

COMMENTS TO THE FINANCIAL STATEMENTS 

This information should be read together with sections “Selected financial information” and “Capital 

structure, indebtedness and related information”, the Corporation's audited consolidated financial 

statements for 2013 and 2012 and the unaudited condensed interim consolidated financial statements for 

the three and nine months ended September 30, 2014. These aforementioned financial statements have 

been incorporated into this Prospectus by reference (see “Documents Incorporated Herein by 

Reference”). 

Nine months ended September 30, 2014 compared to nine months ended September 30, 2013 

Results of Continuing Operations 

The Corporation’s continuing operations are comprised of an appraisal and development program on the 

Atrush petroleum property located in the Kurdistan Region of Iraq which is currently in the pre-

production stages and generates no revenue. The expenses and income items of continuing operations are 

explained in detail as follows: 

General and administrative expense 

In USD 000 Nine months ended September 30, 

   2014  2013 

Salaries and benefits   2,292  2,052 

General and other office expenses   353   383 

Listing costs and investor relations   292  224 

Management and consulting fees   428  626 

Legal, accounting and audit fees   142  234 

Travel expenses   65  117 

General and administrative expense incurred   3,572  3,636 

General and administrative expense capitalised as E&E assets  (2,400)  (2,259) 

General and administrative expense   1,172  1,377 
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The Corporation capitalises as exploration and evaluation (“E&E”) assets general and administrative 

expenses supporting E&E activities which relate to the interest held in the Atrush production sharing 

contract. 

 

The general and administrative expenses incurred in the nine months ended September 30, 2014 were 

relatively consistent with and comparable to the amounts incurred over first nine months of the prior year. 

Share based payments expense 

In USD 000 Nine months ended September 30, 
  2014  2013 

Share based payments expense  259  725 

The share based payments expense results from the vesting of stock options granted in the years 2011 and 

2013. No stock options were granted in the nine months ended September 30, 2014 (year 2011: 25,000; 

year 2012: nil; year 2013: 5,640,000). The Corporation uses the fair value method of accounting for stock 

options granted to directors, officers, employees and consultants whereby the fair value of all stock 

options granted is recorded as a charge to operations. The fair value of common share options granted is 

estimated on the date of grant using the Black-Scholes option pricing model. 

Depreciation and amortisation expense 

In USD 000 Nine months ended September 30, 
 2014  2013 

Depreciation and amortisation expense 38  54 

Depreciation and amortisation expense corresponds to cost of use of the furniture and IT equipment at the 

Corporation’s technical and administrative offices located in Switzerland and Kurdistan. 

Impairment loss 

In USD 000 Nine months ended September 

30,  2014  2013 

Write down drilling  inventory to net realizable value -  84 

Impairment loss -  84 

The impairment losses on drilling inventory incurred in the first 9 months of 2013 related to the Pulkhana 

and Arbat production sharing contract relinquishments. 

Finance cost 

In USD 000 Nine months ended September 30, 

  2014  2013 

Interest charges on bonds at coupon rate  12,938  - 

Amortisation of bond related transaction costs  455  - 

Interest expense on borrowings  13,393  - 

Unwinding discount on decommissioning provision  14  1 

Foreign exchange loss  -  46 

Total finance costs before borrowing costs capitalised  13,407  47 

Borrowing costs capitalised as E&E assets  (9,429)  - 

Total finance costs  3,978  47 
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During the nine months ended September 30, 2014 the Corporation incurred interest expense relating to 

its USD 150 million of senior secured bonds which carry an 11.5% fixed semi-annual coupon interest 

rate. 

 

The foreign exchange loss recorded in the first three quarters of 2013 resulted primarily from holding in 

the Swiss subsidiary of the Group net assets denominated in United States dollars while the United States 

dollar weakened during the reporting period against Swiss Franc, the functional currency of the Swiss 

subsidiary. 

Finance income 

In USD 000 Nine months ended September 30, 

  2014  2013 

Foreign exchange gain  33  - 

Interest income  38  26 
Total finance income  71  26 

Interest income represents bank interest earned on cash and investments in marketable securities. The 

relative increase in interest income between the first nine months of 2014 and the first nine months of 

2013 is due to the higher average interest bearing cash balances held throughout the period. 

 

The foreign exchange gain reported in the nine months ended September 30, 2014 resulted primarily from 

holding in the Corporation’s Swiss subsidiary net assets denominated in United States dollars while the 

United States dollar strengthened during the reporting period against the Swiss Franc, the functional 

currency of the Swiss subsidiary. 

Income tax expense 

In USD 000 Nine months ended September 30, 

  2014  2013 

Income tax expense  84  63 

Income tax expense relates to provisions for income taxes on service income generated in Switzerland 

which is determined on the basis of the incurred cost of the related services. The increase in tax expense 

from the comparable reporting period is primarily due to higher taxable income in the Swiss subsidiary. 

Results of Discontinued Operations 

The main components of discontinued operations are explained as follows: 

Expenses 

In USD 000 Nine months ended September 30, 
   2014  2013 

Legal, accounting and audit fees   11  33 

General and other office expenses   6  7 

Total expenses 
 

 17  40 

The decrease in expenses in the first nine months of 2014 relative to the amounts incurred in the same 

period of 2013 is due to the reduction in activity associated with the Corporation’s United States based 

discontinued operations following the sale in 2009 of the properties located there. The professional and 
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general fees which the Corporation has incurred are related to the decommissioning and windup of the 

interests it held in the United States.  

Liquidity and Capital Resources 

The overall cash position of the Corporation decreased by USD 63.9 million during the first nine months 

of 2014 compared to a decrease in cash of USD 26.5 million during the comparable period of 2013. The 

main components of the movement in funds are discussed in the following paragraphs. 

 

The operating activities of the Corporation during the first nine months of 2014 resulted in a decrease in 

the cash position by USD 3.7 million compared to an increase of USD 5.0 million during the comparable 

period of 2013. The decrease in the cash position due to operating activities is explained by a net loss of 

USD 5.5 million, USD 2.5 million net positive cash adjustments from working capital and non-cash 

expenses and USD 0.7 million of cash used on discontinued operations. 

 

Net cash outflows to investing activities in the first nine months of 2014 were USD 51.6 million 

compared to cash outflows in the amount of USD 31.5 million in the comparable period of the year 2013. 

Substantially all of the cash outflows on investing activities in the current period relate to investment in 

the Atrush Block appraisal and development work program.  

 

Net cash outflows to finance activities during the nine months ended September 30, 2014 was USD 8.6 

million relating entirely to interest payments made to bondholders. 

 Year ended December 31, 2013 compared to year ended December 31, 2012 

Results of Continuing Operations 

The Corporation’s continuing operations are comprised of an appraisal and development program on a 

petroleum property located in the Kurdistan Region of Iraq which is currently in the pre-production stages 

and generates no revenue. The expenses and income items of continuing operations are explained in detail 

as follows: 

General and administrative expense 

In USD 000 For the year ended December 31, 

   2013    2012 

Salaries and benefits   2,819    2,710 

Management and consulting fees   1,011    885 

Legal, accounting and audit fees   541    415 

General and other office expenses   514     637 

Travel expenses   298    406 

Listing costs and investor relations   290    271 

General and administrative expense incurred   5,473    5,324 

General and administrative exp. capitalised as E&E assets (3,080)    (2,472) 

General and administrative expense   2,393    2,852 

The Corporation capitalises as E&E assets general and administrative expenses supporting E&E activities 

which relate to direct interests held in production sharing contracts. 

 

The general and administrative expenses incurred in 2013 are comparable to the amounts incurred in the 

prior year. The Corporation capitalised in 2013 a higher amount of general and administrative expenses 
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relative to the amount capitalised in 2012 since it held a direct interest in the Atrush Block PSC for the 

entire year 2013 whereas in 2012 it held a direct interest in the Taza Block only, for approximately eight 

months. 

Share based payments expense 

In USD 000 For the year ended December 31, 

   2013    2012 

Share based payments expense   882    8 

The share based payments expense results from the vesting of stock options granted in the years 2010, 

2011 and 2013. In the year 2013, 5,640,000 stock options were granted (year 2012: nil; year 2011: 

25,000; year 2010: 1,390,000). The Corporation uses the fair value method of accounting for stock 

options granted to directors, officers, employees and consultants whereby the fair value of all stock 

options granted is recorded as a charge to operations. The fair value of common share options granted is 

estimated on the date of grant using the Black-Scholes option pricing model. 

Impairment loss / (recovery) 

In USD 000 For the year ended December 31, 

   2013    2012 

Write down drilling inv. to net realisable value   84   578 

Recovery of impairment loss on PP&E Assets   -   (45) 

Recovery of impairment loss on E&E Assets   -   (2,347) 

Impairment loss / (recovery)   84   (1,814) 

The impairment losses on inventory are primarily due to the liquidation and restocking of certain drilling 

inventories which will no longer be used in drilling programs associated with the relinquished Pulkhana 

and Arbat Blocks. The impairment recovery on PP&E items during the year 2012 were due to changes in 

previous estimates of net realisable value which have occurred in the course of liquidating these assets 

which relate to the relinquished blocks. In the year 2012 the Corporation released excess accrued costs 

which were capitalised as E&E assets resulting in a recovery of impairment losses previously recognised. 

Depreciation and amortisation expense 

In USD 000 For the year ended December 31, 

   2013    2012 

Depreciation and amortisation expense   65    183 

Depreciation and amortisation expense corresponds to cost of use of the furniture and IT equipment at the 

Corporation’s technical and administrative offices located in Switzerland and Kurdistan. 

Share of income of associate 

In USD 000 For the year ended December 31, 

   2013    2012 

Income from investment in associate   -    129,000 

The income from investment in associate in the year ended December 31, 2012 related to the 

Corporation’s pro-rata portion of the net income of GEP in conducting petroleum operations on the 

Atrush Block in Kurdistan. Following the acquisition of control of GEP by the Corporation in December 

2012 the Corporation is required by IFRS to now consolidate GEP’s financial results and position and 

therefore this interest is no longer reported as an investment in associate. 
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Relinquishment costs 

In USD 000 For the year ended December 31, 

   2013    2012 

Relinquishment fees   -    25,000 

Costs to wind up Pulkhana and Arbat operations -    732 

Total relinquishment costs   -    25,732 

The relinquishment costs incurred in the year 2012 related to the Pulkhana and Arbat Block PSCs, to 

which the Corporation was previously a party, and which were relinquished to the KRG under two 

separate agreements signed on January 17, 2012. Under the terms of the agreements to the Corporation 

paid to the KRG in January 2012 a total of USD 25 million in fees which relieved the Corporation of all 

further obligations under those PSCs, including its remaining minimum financial commitments under the 

first exploration sub periods which were USD 50 million in total prior to relinquishing those PSCs. These 

fees are non-recoverable and were therefore expensed together with all costs associated with winding up 

operations on these blocks. 

Gain on sale of assets 

In USD 000 For the year ended December 31, 

   2013    2012 

Net proceeds on sale of asset   -    53,266 

Costs of intangible assets and PP&E sold   -    (52,166) 

Gain on sale of assets   -    1,100 

In August 2012 the Corporation sold the 20% direct interest which it held in the Taza Block PSC. The net 

proceeds on sale of asset was comprised of USD 48 million purchase price proceeds plus a reimbursement 

of USD 5.8 million in costs incurred on the Taza block work program since April 1, 2012 less transaction 

related costs of USD 0.5 million. 

Gain on fair valuation of nets assets of subsidiary 

In USD 000 For the year ended December 31, 

   2013    2012 

Fair valuation of net assets of subsidiary   -    102,735 

GEP completed two principal transactions in December 2012 (the “Transactions”) resulting in the 

December 31, 2012 sale of a 53.2% direct interest in the Atrush Block to TAQA and the December 31, 

2012 repurchase from Aspect of the entire 66.5% shareholding interest which Aspect held in GEP. As a 

result of the Transactions ShaMaran Ventures B.V. became the sole remaining shareholder of GEP and 

the Corporation has therefore acquired control of GEP. 

 

The acquisition was accounted for using the acquisition method in accordance with IFRS 3 which 

requires that the Corporation records the fair value on the date of acquisition of the net identifiable assets 

and liabilities of GEP and consolidates these amounts with the other assets and liabilities of the 

Corporation. As the acquisition date coincides with the balance sheet date there was no incremental 

income or expense associated with the acquisition in the year 2012. 

 

The Corporation recorded a gain on the fair valuation of net assets of subsidiary in the amount of USD 

102.7 million which is the difference between the USD 299.7 million fair value of net identifiable assets 

acquired and liabilities assumed and the USD 197.0 million book value of investment in associate at 

acquisition of control. 
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Finance cost 

In USD 000 For the year ended December 31, 

   2013    2012 

Interest charges on bonds at coupon rate    2,252   - 

Amortisation of bond related transaction costs    78   - 

Interest expense on borrowings    2,330   - 

Foreign exchange loss    49   - 

Unwinding discount on decommissioning provision    1   - 

Interest exp. associated with equity based finance fee    -   719 

Total finance costs before borrowing costs capitalised    2,380   719 

Borrowing costs capitalised as E&E assets    (1,640)   - 

Total finance costs    740   719 

During the year 2013 the Corporation incurred interest expense relating to its USD 150 million of senior 

secured bonds which were issued in November 2013 and carry an 11.5% fixed semi-annual coupon 

interest rate. 

 

The foreign exchange loss recorded in the year 2013 resulted primarily from holding net assets 

denominated in United States dollars in the Swiss subsidiary of the Group while the United States dollar 

weakened during the reporting period against Swiss Franc, the functional currency of the Swiss 

subsidiary. 

 

The interest expense incurred in 2012 relates to a loan entered into with two companies, who jointly are 

principal shareholders of the Corporation, and represents the amortisation of prepaid interest over the loan 

term. 

Finance income 

In USD 000 For the year ended December 31, 

   2013    2012 

Interest income   28    26 

Foreign exchange gain   -    333 

Total finance income   28    359 

Interest income represents bank interest earned on cash and investments in marketable securities. The 

increase in the amounts reported in the year ended December 31, 2013 relative to the amount reported in 

the comparable period of the year 2012 is primarily due to holding a higher average balance of interest 

generating funds relative to the amount held in the comparable period of the prior year. 

 

The foreign exchange gain in the year 2012 resulted primarily from holding cash and cash equivalents 

denominated in Canadian dollars while the Canadian dollar strengthened during the period against the 

United States dollar which is the reporting currency of the Corporation. 

Income tax expense 

In USD 000 For the year ended December 31, 

   2013    2012 

Income tax expense   87    89 

Income tax expense relates to provisions for income taxes on service income generated in Switzerland 

which is determined on the basis of the incurred cost of the related services. The amount reported in the 
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year ended December 31, 2013 has decreased slightly relative to the amount reported in the comparable 

period of 2012 due to lower service costs incurred in the current year. 

Results of Discontinued Operations 

The main components of discontinued operations are explained as follows: 

Gain on release of excess site restoration provision 

In USD 000 For the year ended December 31, 

   2013    2012 

Gain on release of excess site restoration provision 981    - 

In December 2013 the Corporation released an excess site restoration provision as the total cost to 

complete this work is expected to be less than the amount previously estimated. 

Expenses 

In USD 000 For the year ended December 31, 

   2013    2012 

Legal, accounting and audit fees   35    32 

General and other office expenses   11    29 

Total expenses   46    61 

The decrease in fees and expenses in the year of 2013 relative to the amounts incurred in the same period 

in 2012 is due to the reduction in activity associated with the Corporation’s United States based 

discontinued operations following the sale in 2009 of the properties located there. The professional and 

general fees which the Corporation continues to incur are related to the decommissioning and windup of 

the interests it held in the United States.  

Liquidity and Capital Resources 

The overall cash position of the Corporation increased by USD 101.4 million during the year 2013 

compared to a decrease in cash of USD 7.9 million during the comparable period of 2012. The main 

components of the movement in funds are discussed in the following paragraphs. 

 

The operating activities of the Corporation during the year 2013 resulted in a decrease in the cash position 

by USD 0.8 million compared to a decrease by USD 42.9 million in the year 2012. A net loss of USD 4.2 

million offset by USD 3.4 million positive cash adjustments from working capital and non-cash expenses 

are the main reasons for the decrease in the cash position over in the year 2013 due to operating activities. 

 

Net cash outflows to investing activities in the year 2013 were USD 44.8 million compared to cash 

inflows in the amount of USD 34.6 million in the comparable period of the year 2012. The main reasons 

for the cash outflows on investing activities in the current year relate to USD 39.8 million spent on the 

Atrush Block appraisal and development work program as well as a repayment in July 2013 of USD 5 

million for a deferred liability relating to the December 2012 acquisition of control of GEP.  

 

The Corporation had net cash inflows from financing activities in the year 2013 of USD 147.0 million 

compared to USD nil in the prior year. The cash inflows relate to the senior secured bond issued on 

November 13, 2013 by General Exploration Partners, Inc. with gross proceeds of USD 150.0 million, net 

of USD 3.0 million in transaction related costs, resulting in net proceeds of USD 147.0 million.  
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CONSOLIDATED CAPITALIZATION 

The following table outlines the consolidated capitalization of the Corporation as at December 31, 2013 

and September 30, 2014. This table is presented on an actual basis and adjusted for the Offering as 

disclosed below in the notes to the table. The capitalization table should be read in conjunction with the 

Corporation’s audited consolidated financial statements and management’s discussion and analysis for the 

year ended December 31, 2013 as well as the unaudited interim consolidated financial statements and 

management’s discussion and analysis for the three and nine month periods ended September 30, 2014. 

 
 

 

As at 

December 31, 2013
(3)(4)

 

 

As at 

September 30, 2014 

(Unaudited)
(3)(4)

 

As at September 30, 

2014 after giving 

effect to the 

Offering
(1)(2)(3)

 

Cash and Cash Equivalents $142,588 $78,640 $142,072 

Borrowings $147,050 $147,505 $147,505 

Equity    

Share capital $534,068 $534,068 $597,500 

Share based payment reserve $4,718 $4,977 $4,977 

Cumulative translation 

adjustment 
$27 ($39) ($39) 

Accumulated deficit ($209,824) ($215,301) ($215,301) 

Total Equity $328,989 $323,705 $387,137 

Total Common Shares 

Outstanding (authorized:  

unlimited) 

810,983,860 810,983,860 1,565,198,850
(5) 

Notes:  

(1) Adjusted to give effect to the net proceeds of the Offering. 

(2) Assumes exercise of all the Rights. 

(3) Financial information as at December 31, 2013 and as at September 30, 2014 have been prepared in accordance with IFRS and are 

presented in thousands of United States dollars. 

(4) Before deducting the expenses of the Offering. 

(5) Does not include Guarantee Fee to be paid to the Standby Purchasers equal to 3% of the gross proceeds received by the Corporation as 

a result of the Offering, other than proceeds received by the Corporation through the exercise by the Standby Purchasers of their 

respective Basic Subscription Privilege. The Guarantee Fee will be paid by the issuance of Common Shares at the closing quoted 
market price per Common Share on the TSX-V on the day following the closing of the Offering. 

CAPITAL STRUCTURE, INDEBTEDNESS AND RELATED INFORMATION 

This information should be read together with Sections “Selected financial information” and “Comments 

to the financial statements”, the Corporation’s audited consolidated financial statement for the years 

2012 and 2013 and the unaudited condensed interim consolidated financial statements for the three and 

nine months ended September 30, 2014, which have been incorporated into this Prospectus by reference; 

see “Documents Incorporated Herein by Reference” below. This Section breaks down the Corporation’s 

financial position and provides related information. The information provided is primarily based on the 

Corporation’s unaudited condensed interim consolidated financial statements for the three and nine 

months ended September 30, 2014. 

Financial position 

On September 30, 2014 the Corporation had cash and cash equivalents of USD 78.6 million, total assets 

of USD 485.0 million, interest bearing liabilities of USD 147.5 million, and total shareholders’ equity of 
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USD 323.7 million. The book equity ratio (defined as shareholders’ equity divided by total assets) of the 

Corporation was 67 per cent at September 30, 2014. 

Capitalisation 

Shareholders’ equity and debt capital as at September 30, 2014 In USD 000 

Guaranteed and secured  6,565 

Unguaranteed and unsecured  - 

Total current debt 6,565 

Guaranteed and secured  147,505 

Unguaranteed and unsecured - 

Total non-current debt 147,505 

Share capital 534,068 

Shared based payments reserve 4,977 

Cumulative translation adjustment (39) 

Accumulated deficit (215,301) 

Total shareholders’ equity 323,705 

Total equity and debt 477,775 

Net interest-bearing indebtedness 

Net financial debt or net financial assets as at September 30, 2014 In USD 000 

A. Cash  78,640 

B. Cash equivalents - 

C. Trading securities - 

D. Liquidity (A + B + C) 78,640 

E. Current financial receivables 56 

F. Current bank debt - 

G. Current portion financial debt 6,565 

H. Other current financial debt - 

I. Total current financial debt (F + G + H) 6,565 

J. Net current financial assets (D + E − I) 72,131 

K. Non-current bank loans - 

L. Bonds issued 150,000 

M. Other non-current loans - 

N. Non-current financial debt (K + L + M) 150,000 

O. Net financial debt (N - J) 77,869 

 

Working capital 

In the Corporation’s opinion and as further described in the above section “Background to and Reasons 

for the Offering, the Corporation’s working capital available at November 30, 2014 is not sufficient for its 

present requirements for the next twelve months. On this basis, the Corporation expects that its working 

capital will become insufficient during the second quarter of 2015 and that the aggregate amount of 

additional working capital required to fund total the Corporation’s total forecasted funding requirements 

for the twelve months ended November 30, 2015 will amount to approximately USD 54 million 

(approximately USD 60 million for the 13 months ended December 31, 2015). 
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Following the conclusion that additional financing would be required, management undertook a 

comprehensive review of strategic financing alternatives available to the Corporation. The Board of 

Directors, based on the recommendations of management, concluded that the Offering was the most 

feasible financing alternative available to it. Subject to receiving net proceeds of at least USD 54 million 

in conjunction with the Offering, the Corporation’s working capital will, in the opinion of the 

Corporation, be sufficient for the Corporation’s forecasted funding requirements for the twelve months 

ended November 30, 2014 and, as the Standby Purchasers have agreed, subject to certain terms and 

conditions, to (i) exercise all of their Basic Subscription Rights and (ii) purchase all Common Shares not 

otherwise required under the Offering, the Corporation expects that it will receive net proceeds of 

approximately USD 63 million in conjunction with the Offering. However, in the event that the Offering 

cannot be completed, or the Corporation could not secure external financing in an amount required to 

cover the remainder of the working capital deficit, the Corporation might be required to take measures 

such as divestment of assets and renegotiation of its debt. Should this not be successful, there is a risk that 

the Corporation will be subject to a partial or complete reorganization, or that the Corporation is declared 

bankrupt. 

The Corporation’s operations are comprised of an appraisal and development program on the Atrush 

petroleum property located in the Kurdistan Region of Iraq which is currently in the pre-production stages 

and generates no revenue. Accordingly, additional funding from equity financing, joint ventures or 

disposition of assets may be required to fund further development and corporate expenses. Such financing 

may not at all times be available to the Corporation in the amount required at any time or for any period 

or, if available, it may not be obtained on terms which are satisfactory to the Corporation. 

Intangible assets 
In USD 000 Exploration and 

evaluation assets 

Other intangible 

 assets 

 

Total 

At December 31, 2013    

Cost 344,988 288 345,276 

Accumulated amortisation - (286) (286) 

Net book value 344,988 2 344,990 

For the nine months ended September 30, 2014    

Opening net book value 344,988 2 344,990 

Additions 61,073 8 61,081 

Amortisation expense - (2) (2) 

Net book value 406,061 6 406,069 

At September 30, 2014    

Cost 406,061 276 406,337 

Accumulated amortisation - (268) (268) 

Net book value 406,061 8 406,069 

 

Exploration and evaluation assets  

The Corporation applies the full cost method of accounting for E&E costs in accordance with the 

requirements of IFRS 6 Exploration for and Evaluation of Mineral Resources. All costs of exploring and 

evaluating oil and gas properties are accumulated and capitalised to the relevant property contract area 

and are tested on a cost pool basis as described below.  

Pre-license costs: Costs incurred prior to having obtained the legal rights to explore an area are expensed 

directly to the statement of comprehensive income.  
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Exploration and evaluation costs: All E&E costs are initially capitalised as E&E assets and include 

payments to acquire the legal right to explore, costs of technical services and studies, seismic acquisition, 

exploratory drilling and testing. 

 

Tangible assets used in E&E activities such as the Corporation’s vehicles, drilling rigs, seismic equipment 

and other PP&E used by the Corporation’s exploration function are classified as PP&E. To the extent that 

such tangible assets are consumed in exploring and evaluating a property the amount reflecting that 

consumption is recorded as part of the cost of the intangible asset. Such intangible costs include directly 

attributable overhead including the depreciation of PP&E utilised in E&E activities together with the cost 

of other materials consumed during the E&E phases such as tubulars and wellheads.  

 

E&E costs are not depreciated prior to the commencement of commercial production.  

 

Treatment of E&E assets at conclusion of appraisal activities:  E&E assets are carried forward until 

commercial viability has been established for a contractual area which normally coincides with the 

commencement of commercial production. The E&E assets are then assessed for impairment and the 

carrying value after any impairment loss is then reclassified as oil and gas assets within PP&E. Until 

commercial viability has been established E&E assets remain capitalised at cost less accumulated 

amortisation and are subject to the impairment test set out below. Such E&E assets are depreciated on a 

unit of production basis over the life of the commercial reserves attributed to the cost pool to which they 

relate.  

 

The net book value of E&E assets at September 30, 2014 relates to the Atrush Block and includes USD 

21.9 million of advances made to fund Atrush development costs on behalf of a partner in the Atrush 

Block. During the nine month period ended September 30, 2014 the Corporation capitalised to E&E 

borrowing costs totalling USD 9.4 million (2013: USD nil) and general and administrative expenses of 

USD 2.4 million (2013: USD 2.3 million).  

Financial instruments 

The Corporation’s financial instruments currently consist of cash, cash equivalents, advances to joint 

venture operator, other receivables, borrowings, accounts payable and accrued expenses, accrued interest 

on bonds, provisions for decommissioning costs, and current tax liabilities. The Corporation classifies its 

financial assets and liabilities at initial recognition in the following categories: 

 Financial assets and liabilities at fair value through profit or loss are those assets and liabilities 

acquired principally for the purpose of selling or repurchasing in the short-term and are 

recognised at fair value. Transaction costs are expensed in the statement of comprehensive 

income and gains or losses arising from changes in fair value are also presented in the statement 

of comprehensive income within other gains and losses in the period in which they arise. 

Financial assets and liabilities at fair value through profit or loss are classified as current except 

for the portion expected to be realised or paid beyond twelve months of the balance sheet date, 

which is classified as non-current.  

 Loans and receivables comprise of other receivables and cash and cash equivalents and are 

financial assets with fixed or determinable payments that are not quoted on an active market and 

are generally included within current assets due to their short-term nature. Loans and receivables 

are initially recognised at fair value and are subsequently measured at amortised cost using the 

effective interest method less any provision for impairment.  
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 Financial liabilities at amortised cost comprise of trade and other payables and are initially 

recognised at the fair value of the amount expected to be paid and are subsequently measured at 

amortised cost using the effective interest rate method. Financial liabilities are classified as 

current liabilities unless the Corporation has an unconditional right to defer settlement for at least 

12 months after the balance sheet date. 

With the exception of borrowings, accrued interest on bonds and provisions for decommissioning costs, 

which have fair value measurements based on valuation models and techniques where the significant 

inputs are derived from quoted prices or indices, the fair values of the Corporation’s other financial 

instruments did not require valuation techniques to establish fair values as the instrument was either cash 

and cash equivalents or, due to the short term nature, readily convertible to or settled with cash and cash 

equivalents. 

The Corporation is exposed in varying degrees to a variety of financial instrument related risks which are 

discussed in the following sections: 

Financial risk management objectives 

The Corporation’s management monitors and manages the Corporation’s exposure to financial risks 

facing the operations. These financial risks include market risk (including commodity price, foreign 

currency and interest rate risks), credit risk and liquidity risk. 

The Corporation does not presently hedge against these risks as the benefits of entering into such 

agreements is not considered to be significant enough as to outweigh the significant cost and 

administrative burden associated with such hedging contracts. 

Commodity price risk: The prices that the Corporation receives for its oil and gas production may have 

a significant impact on the Corporation’s revenues and cash flows provided by operations. World prices 

for oil and gas are characterised by significant fluctuations that are determined by the global balance of 

supply and demand and worldwide political developments and in particular the price received for the 

Corporation’s oil and gas production in Kurdistan is dependent upon the Kurdistan government and its 

ability to export production outside of Iraq. A significant decline in the price at which the Corporation can 

sell future oil and gas production could adversely affect the amount of funds available for capital 

reinvestment purposes as well as the Corporation’s value in use calculations for impairment test purposes.  

The Corporation does not hedge against commodity price risk, however given that the Corporation is in 

the exploration and development stage, it is not currently exposed to significant commodity price risk. 

Foreign currency risk: The substantial portion of the Corporation’s operations require purchases 

denominated in USD, which is the functional and reporting currency of the Corporation and also the 

currency in which the Corporation maintains the substantial portion of its cash and cash equivalents. 

Certain of its operations require the Corporation to make purchases denominated in foreign currencies, 

which are currencies other than USD and correspond to the various countries in which the Corporation 

conducts its business, most notably, Swiss Francs and Canadian dollars. As a result, the Corporation holds 

cash and cash equivalents in foreign currencies and is therefore exposed to foreign currency risk due to 

exchange rate fluctuations between the foreign currencies and the USD.  

Interest rate risk: The Corporation earns interest income on its cash and cash equivalents at both fixed 

and variable and is therefore exposed to interest rate risk due to a fluctuation in short-term interest rates. 
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The Corporation’s policy on interest rate management is to maintain a certain amount of funds in the form 

of cash and cash equivalents for short-term liabilities and to have the remainder held on relatively short-

term deposits. 

The Group is highly leveraged though financing at the project level, for the continuation of Atrush 

project, and at the corporate level due to the USD 150 million of senior secured bonds which were issued 

in November 2013. However, the Corporation is not exposed to interest rate risks associated with the 

bonds as the interest rate is fixed. 

Credit risk: Credit risk is the risk that a counterparty will default on its contractual obligations resulting 

in financial loss to the Corporation. The Corporation is primarily exposed to credit risk on its cash and 

cash equivalents and other receivables. 

The Corporation manages credit risk by monitoring counterparty ratings and credit limits and by 

maintaining excess cash and cash equivalents on account in instruments having a minimum credit rating 

of R-1 (mid) or better (as measured by Dominion Bond Rate Services) or the equivalent thereof according 

to a recognised bond rating service. 

The carrying amounts of the Corporation’s financial assets recorded in the consolidated financial 

statements represent the Corporation’s maximum exposure to credit risk. 

Liquidity risk: Liquidity risk is the risk that the Corporation will have difficulties meeting its financial 

obligations as they become due. In common with many oil and gas exploration companies, the 

Corporation raises financing for its exploration and development activities in discrete tranches in order to 

finance its activities for limited periods. The Corporation seeks to raise additional funding as and when 

required. The Corporation anticipates making substantial capital expenditures in the future for the 

acquisition, exploration, development and production of oil and gas reserves and as the Corporation’s 

project moves further into the development stage, specific financing, including the possibility of 

additional debt, may be required to enable future development to take place. The financial results of the 

Corporation will impact its access to the capital markets necessary to undertake or complete future 

drilling and development programs. There can be no assurance that debt or equity financing, or future 

cash generated by operations, would be available or sufficient to meet these requirements or, if debt or 

equity financing is available, that it will be on terms acceptable to the Corporation. 

The Corporation manages liquidity risk by maintaining adequate cash reserves and by continuously 

monitoring forecast and actual cash flows. Annual capital expenditure budgets are prepared, which are 

regularly monitored and updated as considered necessary. In addition, the Corporation requires 

authorisations for expenditure on both operating and non-operating projects to further manage capital 

expenditures. 

Other information 

As of the date of this Prospectus, the Corporation is not aware of any measures, such as public, tax 

policies, monetary policies or other political and/or policy measures which, directly or indirectly, has had 

or could have a material effect on the Corporation’s business.  

There has been no significant change to the Corporation’s financial position as regards to the market since 

the most recent financial report was made public on October 21, 2014, except for the Offering announced 

on October 15, 2014. 
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BOARD OF DIRECTORS, EXECUTIVE OFFICERS AND AUDITOR 

Board of Directors 

During the year ended 31 December 2013, and the date hereof, the Board of the Corporation was 

comprised of six directors.  Each director holds office until the next annual meeting of shareholders or 

until his successor is duly elected unless his office is earlier vacated in accordance with the by-laws of the 

Corporation.  The table below sets out information on the directors’ name, date of appointment to the 

Board, position, and the members of each of the four committees of the Board, Audit Committee, 

Compensation Committee, Corporate Governance and Nominating Committee, and Reserves Committee: 

Name Director since Position 

Keith Hill
(2)

 19 February 2007 Non-Executive Chair of the Board and Director 

Pradeep Kabra 27 May 2010 President, Chief Executive Officer and Director 

Gary S. Guidry
(2) (4)

 19 February 2007 Director 

Brian D. Edgar
(1) (3) (4)

 27 March 2007 Director 

Alexandre Schneiter
(1) (2) (3) (4)

 10 September 2009 Director 

J. Cameron Bailey
(1) (3) (4)

 10 September 2009 Director 

(1) Members of the Audit Committee.  Mr. Bailey is Chair of the Audit Committee. 

(2) Members of the Compensation Committee.  Mr. Guidry is Chair of the Compensation Committee. 

(3) Members of the Corporate Governance and Nominating Committee.  Mr. Edgar is Chair of the Corporate Governance and Nominating 

Committee. 

(4) Members of the Reserves Committee.  Mr. Guidry is the Chair of the Reserves Committee. 

Keith Hill, Non-Executive Chairman and Member of the Board 

President, CEO and director of Africa Oil Corp.; Director of BlackPearl Resources Inc., Petrovista Energy 

Corp., Horn Petroleum Corp., Tyner Resources Ltd. and TAG Oil Corp. Prior to his appointment as CEO 

of Africa Oil Corp. Mr. Hill was President and CEO of BlackPearl Resources Inc. and of Valkyries 

Petroleum Corp. 

Mr. Hill is currently a director and/or officer of the following public companies: 

Company  Position 

Africa Oil Corp. - Director, President, Chief Executive Officer and 

member of the Reserves Committee 

BlackPearl Resources Inc. - Director and member of the Reserves Committee 

PetroVista Energy Corp. - Director, Chair of the Board of Directors and member 

of the Audit Committee, Compensation Committee and 

Reserves Committee 

Horn Petroleum Corp. - Director, Chair of the Board of Directors and member 

of the Corporate Governance and Nominating 

Committee and the Reserves Committee 

Tyner Resources Ltd. - Director and member of the Audit Committee, the 

Compensation Committee and the Corporate 

Governance Committee 

TAG Oil Corp. - Director and member of the Audit Committee, 

Compensation Committee and Nominating Committee 
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Mr. Hill is not currently, nor has he been during the last five years, a director and/or officer of any other 

public companies. 

Pradeep Kabra, Member of the Board 

Mr. Kabra is a Chartered Accountant and has a Bachelor’s degree in Law from the University of Delhi 

and a Master’s degree in Petroleum Law and Policy from the University of Dundee, U.K. He has over 26 

years’ experience in the oil industry having held senior operational and management positions at Addax 

Petroleum, Lundin Oil and International Petroleum. Prior to being appointed President and CEO of the 

ShaMaran Group, Mr. Kabra was Chief Operating Officer of the ShaMaran Group. Prior thereto, Mr. 

Kabra was General Manager Kurdistan for Addax Petroleum and was also a director of Taq Taq 

Operating Company Limited, the operator of the Taq Taq/Kewa Chirmila production sharing contract, 

Kurdistan. 

Mr. Kabra is not currently, nor has he been during the last five years, a director and/or officer of any other 

public companies. 

Gary S. Guidry, Member of the Board 

Head of Chad Business for Glencore E&P (Canada) Inc. (formerly Caracal Energy Inc.) 

Mr. Guidry is currently a director of the following public companies: 

Company  Position 

Africa Oil Corp. - Director and member of the Audit Committee, 

the Corporate Governance Committee (Chair) 

and the Reserves Committee 

During the past five years, Mr. Guidry has been, but is no longer a director and/or officer of the following 

public companies: 

 Caracal Energy Inc. 

 TransGlobe Energy Corporation 

 Zodiac Exploration Inc. 

 Tanganyika Oil Company Ltd. 

 Orion Oil and Gas Corporation 

Brian D. Edgar, Member of the Board 

Mr. Edgar is a graduate of the University of British Columbia law school and practiced corporate and 

securities law for 16 years until his retirement in 1992 to establish Rand Edgar Investment Corp., a 

private investment company.  Mr. Edgar has approximately 37 years of public company experience and 

has served as an executive officer, director and audit committee chair of several public resources-based 

companies.  Mr. Edgar is currently Chairman of Silver Bull Resources, Inc. 
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Mr. Edgar is currently a director of the following public companies: 

Company  Position 

Silver Bull Resources, Inc. - Director and Chair of the Board of Directors 

Lundin Mining Corporation - Director and member of the Health, Safety, 

Environment and Community Committee and the 

Corporate Governance and Nominating 

Committee (Chair) 

Lucara Diamond Corp. - Director and member of the Audit Committee, 

the Compensation Committee and the Corporate 

Governance and Nominating Committee (Chair) 

Denison Mines Corp. - Director and member of the Audit Committee 

and the Corporate Governance and Nominating 

Committee (Chair) 

BlackPearl Resources Inc. - Director and member of the Audit Committee 

(Chair), the Compensation Committee (Chair), 

the Corporate Governance and Nominating 

Committee and the Reserves Committee 

Mr. Edgar has not been a director and/or officer of any other public company for the last five years. 

Alexandre Schneiter, Member of the Board 

Mr. Schneiter is a graduate of the University of Geneva where he was awarded a degree in Geology and a 

Masters degree in Geophysics.  Mr. Schneiter has been with the Lundin Group of Companies since 1993 

and has been the Executive Vice President and Chief Operating Officer of Lundin Petroleum AB since 

2001. 

Mr. Schneiter is not currently a director and/or officer of any other public companies.  

During the past five years, Mr. Schneiter has been, but is no longer a director and/or officer of the 

following public companies: 

 Enquest plc. 

J. Cameron Bailey, Member of the Board 

Mr. Bailey is a Chartered Financial Analyst with 30 years’ experience in the natural resource sector and 

was formerly a Managing Director of Peters and Co Limited (investment dealer) and Network Capital Inc. 

(energy investment manager)  He is currently the President and CEO of Fortaleza Energy Inc. (formerly 

Alvopetro Inc.) and Canadian oil field service business. 
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Mr. Bailey is currently a director of the following public companies: 

Company  Position 

PHX Energy Services Corp. - Director and member of the Audit Committee 

(Chair)and the Nomination and Corporate 

Governance Committee 

Africa Oil Corp. - Director and member of the Audit Committee 

(Chair), the Remuneration Committee (Chair) 

and the Reserves Committee 

Fortaleza Energy Inc. - Director and President and Chief Executive 

Officer 

During the past five years, Mr. Bailey has been, but is no longer a director and/or officer of the following 

public companies: 

 Crystal Lake Resources Inc. 

The table below sets out information on each director’s specific interests in the Corporation, including 

options, as at the date of this Prospectus: 

 

Name Shares held Options
(1)

 Expiry Date Exercise Price 

CAD 

Keith Hill 1,343,000 500,000 April 12, 2018 0.36 

Pradeep Kabra 524,300 2,100,000 

200,000 

100,000 

April 12, 2018 

Sept. 23, 2015 

Jan. 4. 2015 

0.36 

0.53 

0.46 

Gary S. Guidry 100,000 250,000 April 12, 2018 0.36 

Brian D. Edgar 100,000 250,000 April 12, 2018 0.36 

Alexandre Schneiter 150,000 500,000 April 12, 2018 0.36 

J. Cameron Bailey Nil 250,000 April 12, 2018 0.36 

(1) One-third of the options granted to directors vest on the date of grant, an additional one-third vest one year from the date of grant, and 

the remaining one-third vest two years from the date of grant. 

Executive Officers 

The management team of ShaMaran currently consists of two executives, whose biographies are set out 

below.  The table below sets out information on the executive’s name, date of appointment and position. 

Name Date of Appointment Position 

Pradeep Kabra 14 December 2009 President and Chief Executive Officer 

Brenden Johnstone 14 December 2009 Chief Financial Officer 
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Pradeep Kabra, President and Chief Executive Officer 

For the biography of Mr. Kabra, please see “Board of Directors, Executive Auditors and Auditor - Board 

of Directors” above. 

Brenden Johnstone, Chief Financial Officer 

Mr. Johnstone is a Canadian Chartered Accountant and a graduate of the University of Saskatchewan, 

where he obtained bachelor degrees in both commerce and arts. Mr. Johnstone has a broad range of 

experience in the oil and gas industry. Most recently Mr. Johnstone held the position of CFO of Avante 

Petroleum SA, an international upstream oil and gas company with offices in Geneva, Switzerland. Prior 

to moving to Geneva, Mr. Johnstone was employed in the audit and assurance departments of Deloitte & 

Touche in their Dublin, Ireland and Saskatoon, Canada offices. 

Mr. Johnstone is not currently, and has not been during the last five years, a director and/or officer of any 

other public companies. 

Other Information Regarding the Board of Directors and Executive Officers 

There are no family ties between any members of the Board or executive officers of ShaMaran. No 

member of the Board of Directors or any of the executive officers has an agreement with the Corporation 

providing for benefits upon termination of employment or end of assignment. 

Contact Information 

All members of the Board and executive officers have their business address at Suite 2000 - 885 West 

Georgia Street, Vancouver, British Columbia, Canada, V6C 3E8, with the exception of:  

Brian Edgar, who maintains a business address at Suite 1908, 925 West Georgia Street, Vancouver, BC, 

Canada, V6C 3L2 

J. Cameron Bailey, who maintains a business address at Suite 802, 322 11th Ave SW, Calgary, Alberta 

Canada, T2R 0C5 

Holdings By Directors and Executive Officers 

As at the date of this Prospectus, the directors and executive officers of the Corporation, beneficially 

owned, or controlled or directed, directly or indirectly, an aggregate of 2,542,800 Shares of the 

Corporation, representing approximately 0.31% of the issued and outstanding Shares of the Corporation 

(excluding securities issuable on exercise of stock options). 
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As at the date of this Prospectus, the following Insiders held Shares and options in ShaMaran: 

Insider Common Shares Options 

Keith Hill 1,343,000 500,000 

Pradeep Kabra 524,800 2,400,000 

Gary S. Guidry 100,000 250,000 

Brian D. Edgar 100,000 250,000 

Alexandre Schneiter 150,000 500,000 

J. Cameron Bailey Nil 250,000 

Brenden Johnstone 325,000 1,200,000 

Total 2,542,800 5,350,000 

Cease Trade Orders, Bankruptcies 

Other than as disclosed below, no director or executive officer of the Corporation, is, or has been during 

the ten years preceding the date of this Prospectus, a director, chief executive officer or chief financial 

officer of any company (including the Corporation) that: 

 (a) was subject to a cease trade order, an order similar to a cease trade order or an order that denied the 

relevant company access to any exemption under securities legislation, for a period of more than 30 

consecutive days (an “order”) that was issued while the director or executive officer was acting in 

the capacity as director, chief executive officer or chief financial officer; or 

 (b) was subject to an order that was issued after the director or executive officer ceased to be a director, 

chief executive officer or chief financial officer and which resulted from an event that occurred while 

that person was acting in the capacity as director, chief executive officer or chief financial officer. 

Mr. J. Cameron Bailey is a director of Fortaleza Energy Inc. (formerly Alvopetro Inc. and formerly 

Fortress Energy Inc., “Fortress”).  On March 2, 2011, the Court of Queen’s Bench of Alberta granted an 

order (the “Order”) under the Companies’ Creditors Arrangement Act (Canada) (“CCAA”) staying all 

claims and actions against Fortress and its assets and allowing Fortress to prepare a plan of arrangement 

for its creditors if necessary.  Fortress took such steps in order to enable Fortress to challenge a 

reassessment issued by the Canada Revenue Agency (“CRA”). As a result of the reassessment, if Fortress 

had not taken any action, it would have been compelled to immediately remit one half of the reassessment 

to the CRA and Fortress did not have the necessary liquid funds to remit, although Fortress had assets in 

excess of its liabilities with sufficient liquid assets to pay all other liabilities and trade payables. Fortress 

believed that the CRA’s position was not sustainable and vigorously disputed the CRA’s claim. Fortress 

filed a Notice of Objection to the reassessment and on October 20, 2011 announced that its Notice of 

Objection was successful, CRA having confirmed there were no taxes payable.  As the CRA claim had 

been vacated and no taxes or penalties were owing Fortress no longer required the protection of the Order 

under the CCAA and on October 28, 2011 the Order was removed.   On March 3, 2011 the TSX-V 

suspended trading in the securities of Fortress due to Fortress having been granted a stay under the 

CCAA. In addition the securities regulatory authorities in Alberta, Ontario and Quebec issued a cease 

trade order with respect to Fortress for failure to file its annual financial statements for the year ended 

December 31, 2010 by March 31, 2011.  The delay in filing was due to Fortress being granted the CCAA 

order on March 2, 2011 and the resulting additional time required by its auditors to deliver their audit 

opinion.  The required financial statements and other continuous disclosure documents were filed on 
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April 29, 2011 and the cease trade order was subsequently removed.   On September 1, 2010 Fortress 

closed the sale of substantially all of its oil and gas assets.  As a result of the sale Fortress was delisted 

from the TSX-V on March 30, 2011 as it no longer met minimum listing requirements. 

Mr. Edgar was a director of New West Energy Services Inc. (NEW-TSX-V) when, on September 5, 2006, 

a cease trade order was issued against that company by the British Columbia Securities Commission for 

failure to file its financial statements within the prescribed time.  The default was rectified and the order 

was revoked on November 9, 2006. 

Individual Bankruptcies 

No current director or executive officer of the Corporation named in the sections entitled “Board of 

Directors” or “Executive Officers” has, with the ten years prior to the date of this Prospectus, become 

bankrupt or made a proposal under any legislation relating to bankruptcy or insolvency, or been subject to 

or instituted any proceedings, arrangement or compromise with creditors, or had a receiver, receiver 

manager or trustee appointment to hold the assets of that individual. 

Penalties of Sanctions 

No director or executive officer of the Corporation or a shareholder holding a sufficient number of 

securities of the Corporation to affect materially the control of the Corporation, has been subject to: 

 (a) any penalties or sanctions imposed by a court relating to securities legislation or by a securities 

regulatory authority or has entered into a settlement agreement with a securities regulatory authority; 

or 

 (b) any other penalties or sanctions, relating to fraud or other offenses, imposed by a court or regulatory 

body that would likely be considered important to a reasonable investor making an investment 

decision. 

Conflicts of Interest 

To the best of the Corporation’s knowledge, and other than as disclosed in this Prospectus, there are no 

known existing or potential conflicts of interest between the Corporation and any director or officer of the 

Corporation. The Corporation’s directors and officers may serve as directors or officers of other 

companies or have significant shareholdings in other resource companies and, to the extent that such other 

companies may participate in ventures in which the Corporation may participate, the directors of the 

Corporation may have a conflict of interest in negotiating and concluding terms respecting the extent of 

such participation. In the event that such a conflict of interest arises at a meeting of the Corporation’s 

directors, a director who has such a conflict will abstain from voting for or against the approval of such 

participation or the terms of such participation. From time to time, several companies may participate in 

the acquisition, exploration and development of natural resource properties, thereby allowing for their 

participation in larger programs, the involvement in a greater number of programs or a reduction in 

financial exposure in respect of any one program. It may also occur that a particular company will assign 

all or a portion of its interest in a particular program to another of these companies due to the financial 

position of the company making the assignment. In accordance with the laws of Canada, the directors or 

the Corporation are required to act honestly, in good faith and in the best interests of the Corporation. In 

determining whether or not the Corporation will participate in a particular program and the interest 

therein to be acquired by it, the directors will primarily consider the degree of risk to which the 

Corporation may be exposed and the financial position at that time.  
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The directors and officers of the Corporation are aware of the existence of laws governing the 

accountability of directors and officers for corporate opportunity and requiring disclosure by the directors 

of conflicts of interest and the Corporation will rely upon such laws in respect of any directors’ and 

officers’ conflicts of interest or in respect of any breaches of duty by any of its directors and officers. All 

such conflicts will be disclosed by such directors or officers in accordance with the CBCA and they will 

govern themselves in respect thereof to the best of their ability in accordance with the obligations 

imposed upon them by law. Other than as disclosed above, the directors and officers of the Corporation 

are not aware of any such conflicts of interest in any existing or contemplated contracts with or 

transactions involving the Corporation. 

Auditors 

PricewaterhouseCoopers LLP, Chartered Accountants in accordance with the Institute of Chartered 

Accountants of British Columbia, (“PwC LLP”) have prepared the Independent Auditors’ Report in 

respect of the Corporation’s consolidated audited financial statements for the years ended 31 December 

2013, 2012 and 2011. PwC LLP has advised the Corporation that they are independent in accordance with 

the rules of professional conduct of the Institute of Chartered Accountants of British Columbia. 

With effect from October 1, 2014, the Corporation changed its auditor from PwC LLP (London, UK) to 

PricewaterhouseCoopers AG (Basel, Switzerland). 

PricewaterhouseCoopers have served as auditor of the Corporation for four years. The responsible partner 

of PwC with respect to the audit of the consolidated financial statements of ShaMaran is Steve Johnson. 

Mr. Johnson has been responsible for the audit of the financial statements of the Corporation since 2010. 

For information regarding the Corporation’s Audit Committee, please see “Corporate Governance” 

below. 

Summary Compensation Table 

The following table sets forth a summary of the total compensation paid to, or earned by the 

Corporation’s Board of Directors during the financial year 2013. 

 

Name 
Fees

(1)
 

USD 

Option Based 

Awards
(2)

 

USD 

Salaries, Bonus 

Incentives and 

Other 

Compensation 
(3)

 

USD 

Total 

USD 

Pradeep Kabra Nil 480,322 780,765 1,261,087 

Keith C. Hill 24,274 114,362 Nil 138,637 

Gary S. Guidry 24,274 57,181 Nil 81,455 

Brian D. Edgar  24,274 57,181 Nil 81,455 

Alexandre Schneiter 24,274 114,362 Nil 138,637 

J. Cameron Bailey 29,129 57,181 Nil 86,310 
 

(1) Fees earned have been paid in Canadian dollars and are translated into United States dollars using an average exchange rate for the 
reporting year of 0.9710 per Canadian dollar. 

(2) The value of the stock option grants has been determined using the Black-Scholes models on the date of grant and is consistent with the 

determinations used for financial statement purposes.  The key assumptions used for this determination can be found in the notes to the 
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2013 consolidated financial statements. The amount presented in the table represents the fair value of the vested and unvested portion of the 

options granted for the period. For accounting purposes, the fair value is amortized over the applicable vesting periods.  Options fair values 
were calculated in Canadian dollars and translated into United States dollars using an exchange rate of 0.9876 for the April 12, 2013 option 

grants awarded to these individuals. It should be recognized that the actual future value will be based on the difference between the market 

value at time of exercise and the exercise price. Therefore, the value attributed to the stock options under the Black-Scholes model does not 
necessarily correspond to the actual future value that will be realized. 

(3) Mr Kabra’s “Salary, Bonuses and Other Compensation” includes salary of USD 509,036, annual incentive plan compensation of USD 

252,044 and medical insurance reimbursements of CHF 18,299.  All of Mr Kabra’s “Salary, Bonuses and Other Compensation earned  have 
been paid in Swiss francs and are translated into United States dollars using an average exchange rate for the reporting year of 1.0757 per 

Swiss franc. 

The following table sets forth a summary of the total compensation paid to, or earned by the 

Corporation’s Named Executive Officers (“NEO’s”) during the three most recently completed financial 

years. Unless otherwise indicated, all dollar amounts in this section are enumerated in United States 

dollars, being the Corporation’s reporting currency 

 
Name and 

Principal 

Position 

Year(1) Salary(2) 

($) 

Share-

based 

Awards 

($) 

Option-

based 

Awards(3) 

($) 

Non-equity Incentive 

Plan Compensation 

Pension  

Value 

($) 

All Other 

Compensati

on 
(2)(5) 

($) 

Total 

Compensatio

n 

($) Annual 

Incentive 

Plans(2) ($) 

Long term 

Incentive 

Plans(4) ($) 

Pradeep 

Kabra 

President and 

Chief 
Executive 

Officer  

2013 
2012 

2011 

509,036 
499,659 

498,947 

Nil 
Nil 

Nil 

480,322 
Nil 

Nil 

252,044 
249,893 

  83,158 

Nil 
Nil 

Nil 

Nil 
Nil 

Nil 

19,685 
19,147 

63,741 

1,261,087 
   768,699 

   645,846 

Brenden 

Johnstone 

Chief 

Financial 
Officer 

2013 

2012 

2011 

279,367 

274,211 

287,828 

Nil 

Nil 

Nil 

194,416 

Nil 

Nil 

115,318 

114,334 

  47,994 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

14,590 

13,533 

8,157 

   603,691 

   402,078 

   343,979 

Notes: 

(1) Financial years ended December 31. 

(2) Salaries, annual incentive plan compensation and all other compensation earned have been paid in Swiss francs and are translated into 

United States dollars using an average exchange rate for the reporting year of 1.0757 per Swiss franc. 

(3) The value of the stock option grants has been determined using the Black-Scholes models on the date of grant and is consistent with 
the accounting value determinations used for financial statement purposes.  The key assumptions used for this determination can be 

found in the notes to the 2013 consolidated financial statements. The amount presented in the table represents the value of the vested 

and unvested portion of the options granted for the period. For accounting purposes, the fair value is amortized over the applicable 
vesting periods.  Option fair values were calculated in Canadian dollars and translated into United States dollars using an exchange 

rate of 0.9876 for the April 12, 2013 option grants awarded to these individuals. It should be recognized that the actual future value 

will be based on the difference between the market value at time of exercise and the exercise price. Therefore, the value attributed to 
the stock options under the Black-Scholes model as reported in the table above does not necessarily correspond to the actual future 

value that will be realized. 

(4) The Corporation does not currently have a formal annual incentive plan or long term incentive plan for any of its NEOs. 

(5) During the year 2013 Mr Kabra received other compensation comprised of medical insurance reimbursements of CHF 18,299.  During 

the year 2013 Mr. Johnstone received other compensation comprised of medical insurance reimbursements of CHF 13,563.   

Incentive Programs 

As of the date of this Prospectus, the Corporation had 6,755,000 stock options outstanding under its 

stock-based incentive plan. For specification of the holders of the stock options, please see “Board of 

Directors, Executive Officers and Auditor - Holdings by Directors and Executive Officers”. 

The Corporation has an established share purchase option plan whereby a committee of the Corporation’s 

Board of Directors may, from time to time, grant up to a total of 10% of the issued share capital to 

directors, officers, employees or consultants. The number of shares under option at any specific time to 
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any one option holder shall not exceed 5% of the issued and outstanding common shares of the 

Corporation. The term of any options granted under the plan will be fixed by the Board of Directors and 

may not exceed five years from the date of grant. A four month hold period may be imposed by the stock 

exchange from the date of grant. Vesting terms are at the discretion of the Board of Directors. All issued 

share options have terms of three to five years and vest over periods of up to three years. The exercise 

prices reflect trading values of the Corporation’s shares at grant date. 

Pensions and Benefits 

The Corporation does not have any defined pension plan benefits or deferred compensation plans, 

including defined contribution plans, nor are there any agreements in force relating to benefits which are 

granted to any executive officer upon termination of his or her employment with the Corporation. 

CORPORATE GOVERNANCE 

Canadian corporate governance code 

The Corporation discloses its corporate governance practices pursuant to the disclosure requirements in 

National Instrument 58-101 – Disclosure of Corporate Governance Practices (the “Governance 

Disclosure Rule”) that apply to issuers listed on the TSX-V. The Corporation’s governance practices are 

made with reference to National Policy 58-201 - Corporate Governance Guidelines (the “Governance 

Guidelines”). The Governance Disclosure Rule and the Governance Guidelines are initiatives of the 

Canadian Securities Administrators (“CSA”). 

The Governance Guidelines are not intended to be prescriptive, but are to be used as guidelines in 

developing corporate governance practices. The Governance Guidelines deal with matters such as the 

constitution and independence of corporate boards, their functions, the effectiveness and education of 

board members and other items dealing with sound corporate governance practices. The Governance 

Disclosure Rule requires that, if management of an issuer solicits proxies from its Shareholders for the 

purpose of electing directors, specified disclosure of its corporate governance practices must be included 

in its management information circular. 

The Board recognizes the importance of corporate governance to the effective management of the 

Corporation and to the protection of its employees and shareholders. The Corporation's approach to 

significant issues of corporate governance is designed with a view to ensuring that the business and affairs 

of the Corporation are effectively managed so as to enhance shareholder value. The Board fulfills its 

mandate directly and through its committees at regularly scheduled meetings or as required. Frequency of 

meetings may be increased and the nature of the agenda items may be changed depending upon the state 

of the Corporation's affairs and in light of opportunities or risks which may arise. 

The Corporation believes that its corporate governance practices have been, and continue to be, in 

compliance with applicable Canadian requirements. The Corporation continues to monitor developments 

in Canada with a view to further revising its governance policies and practices, as appropriate. 

Committees 

The Corporation has four committees of the Board, Audit Committee, Compensation Committee, 

Corporate Governance and Nominating Committee, and Reserves Committee.  For information 

concerning the members of each of the Corporation’s Committees, including the Chair of each of the 

Committees, see the section entitled “Board of Directors, Executive Officers and Auditor - Board of 

Directors”. 
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Audit Committee 

The Audit Committee oversees the accounting and financial reporting processes of the Corporation and its 

subsidiaries and all audits and external reviews of the financial statements of the Corporation on behalf of 

the Board of Directors, and has general responsibility for oversight of internal controls, accounting and 

auditing activities of the Corporation and its subsidiaries. All auditing services and non-audit services to 

be provided to the Corporation by the Corporation’s auditors are pre-approved by the Audit Committee.  

The Audit Committee is responsible for examining all financial information, including annual and 

quarterly financial statements, prepared for securities commissions and similar regulatory bodies prior to 

filing or delivery of the same. The Audit Committee also oversees the annual audit process, quarterly 

review engagements, the Corporation’s internal accounting controls, the Code of Business Conduct and 

Ethics, any complaints and concerns regarding accounting, internal controls or auditing matters and the 

resolution of issues identified by the Corporation’s external auditors. The Audit Committee recommends 

to the Board the firm of independent auditors to be nominated for appointment by the shareholders and 

the compensation of the auditors. The Audit Committee meets a minimum of four times per year.  

Compensation Committee 

The Compensation Committee evaluates the performance of the Corporation’s Chief Executive Officer 

and establishes executive and senior officer compensation, determines the general compensation 

structure, policies and programs of the Corporation, including the extent and level of participation in 

incentive programs in conjunction with the Board, and delivers an annual report to shareholders on 

executive compensation. The Compensation Committee has also been mandated to review the adequacy 

and form of the compensation of directors and to ensure that such compensation realistically reflects the 

responsibilities and risk involved in being an effective director.  The Compensation Committee meets at 

least annually.  

Corporate Governance and Nominating Committee 

The Corporate Governance and Nominating Committee is responsible for developing and monitoring the 

Corporation’s approach to corporate governance issues.  The Committee oversees the effective 

functioning of the Board, oversees the relationship between the Board and management, ensures that the 

Board can function independently of management at such times as is desirable or necessary, identifies 

individuals qualified to become new Board members and recommends to the Board the director nominees 

at each annual meeting of shareholders and, with the assistance of the Board and where necessary, 

develops an orientation and education program for new recruits to the Board.  In identifying possible 

nominees to the Board, the Corporate Governance and Nominating Committee considers the 

competencies and skills necessary for the Board as a whole, the skills of existing directors and the 

competencies and skills each new nominee will bring to the Board, as well as whether or not each 

nominee will devote sufficient time and resources to the Board.  The Corporate Governance and 

Nominating Committee also annually reviews and makes recommendations to the Board with respect to: 

(i) the size and composition of the Board; (ii) the appropriateness of the committees of the Board; and (iii) 

the effectiveness and contribution of the Board, its committees and individual directors, having reference 

to their respective mandates, charters and position descriptions.  The Corporate Governance and 

Nominating Committee meets at least once annually. 

Reserves Committee 

The Reserves Committee has the responsibility in general for developing the Corporation’s approach to 

the reporting of oil and gas reserves and other oil and gas information required to be publicly disclosed.  
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The Reserves Committee’s mandate prescribes the methodology that the Corporation and the independent 

evaluator selected by management and approved by the Reserves Committee will adhere to in the 

calculation of oil and gas reserves and the valuation of those reserves.  The Reserves Committee must 

meet at least annually.   

DESCRIPTION OF SHARE CAPITAL 

Common Shares 

The Corporation is authorized to issue an unlimited number of Common Shares without par value of 

which, as of the date hereof, 810,983,860 Common Shares are issued and outstanding as fully paid and 

non-assessable Common Shares.  As of the date hereof, 6,755,000 Stock Options are outstanding under 

the Corporation’s Stock Option Plan. The Common Shares are issued in accordance the BCBCA. 

Assuming that the Offering is fully subscribed, the number of Common Shares in the Corporation will 

increase to 1,565,198,850 Common Shares, corresponding to an increase of approximately 48.19%. The 

dilution effect for shareholders who do not subscribe for new Shares in the Offering will amount to 

754,214,990 new Shares, equivalent to a dilution effect of around 48.19% after the Offering. These 

shareholders will have to opportunity to sell their Rights as financial compensation for this dilution effect. 

The Common Shares are listed on the TSX-V and Nasdaq First North, the depository agent in Canada is 

Computershare and in Sweden, Euroclear Sweden. The Corporation’s Common Share’s ISIN is 

CA8193201024. The Rights’ ISIN on the TSX-V will be CA8193201107, subject to the TSX-V’s 

approval to list the Rights. The new Common Shares are intended to be listed on the TSX-V and Nasdaq 

First North with the same ISIN as the Common Shares. 

The holders of the Common Shares are entitled to dividends, if, as and when declared by the Board of 

Directors, to receive notice of meetings of shareholders of the Corporation, to one vote per share at 

meetings of the shareholders of the Corporation and, upon liquidation, to receive such assets of the 

Corporation as are distributable to the holders of the Common Shares. Holders of Common Shares do not 

have cumulative voting rights with respect to the election of directors and, accordingly, holders of a 

majority of the votes eligible to vote at a meeting of shareholders may elect all the directors of the 

Corporation standing for election. Dividends, if any, will be paid on a pro rata basis only from funds 

legally available therefore. The rights set out herein are subject to the rights, privileges, restrictions and 

conditions attaching to any other series or class of shares ranking senior in priority to or on a pro rata 

basis with the holders of the Common Shares with respect to dividends or liquidation. The Common 

Shares do not carry any pre-emptive, subscription, redemption or conversion rights, nor do they contain 

any sinking or purchase fund provisions. 

The Common Shares are not subject to any offer made due to a mandatory bid obligation, redemption 

right or redemption obligation, nor have the Common Shares been subject to a public takeover offer 

during the current or the past financial year. The Common Shares are not subject to any restrictions on 

their transferability. 

Prior Sales 

The Corporation has not issued or sold any Common Shares or security convertible into Common Shares 

during the 12 months prior to the date hereof. 
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Significant Share Ownership 

To the knowledge of the directors and officers of the Corporation, shareholders carrying 10% or more of 

the voting rights attached to all outstanding Common Shares as of the date of this Prospectus are: 

i. Lorito 
(1)

, 49,141,300 Common Shares and 6.06% of the votes; and 

ii. Zebra 
(1)

, 111,300,000 Common Shares and 13.72% of the votes. 

(1) Lorito and Zebra, who report their security holdings as joint actors, are private corporations owned by a trust whose settlor is 

the Estate of the late Adolf H. Lundin. Together, Lorito and Zebra hold a total of 160,441,300 Common Shares, which 
represents 19.78% of the current outstanding Common Shares. 

To the extent known to the Corporation, the Corporation is not directly or indirectly controlled by any 

person. 

Historic Share Capital 

Please see below the changes in the Corporation’s share capital and number of Common Shares from 

September 28, 2009. 

 

 

Date of Issue 

 

Use of Proceeds 

Price per 

Common 

Shares 

Number of 

Common Shares
 

Issued 

Total number of 

Common Shares 

outstanding 

September 28, 

2009 

Funding petroleum exploration 

and development in the 

Kurdistan Region of Iraq 

0.75 140,000,000 448,756,088 

October 22, 2009 

Funding petroleum exploration 

and development in the 

Kurdistan Region of Iraq 

0.67 50,000,000 498,756,088 

August 27, 2010 

Funding petroleum exploration 

and development in the 

Kurdistan Region of Iraq 

0.43 12,500,000 511,256,088 

September 17, 

2010 

Funding petroleum exploration 

and development in the 

Kurdistan Region of Iraq 

0.45 111,111,106 622,367,194 

May 5, 2011 

Funding petroleum exploration 

and development in the 

Kurdistan Region of Iraq 

0.90 56,000,000 678,367,194 

November 15, 

2011 

Funding petroleum exploration 

and development in the 

Kurdistan Region of Iraq 

0.40 127,500,000 805,867,194 

April 2, 2012 Equity based financing fee 0.24 3,000,000 808,867,194 

January 1, 2009 - 

December 31, 

2011 

Working Capital derived from 

exercise of stock options - 2,116,666 810,983,860 

At the date hereof    810,983,860 
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Trading Price and Volume 

As of the date hereof, the Common Shares of the Corporation are listed for trading on the TSX-V under 

the stock symbol “SNM”. The following are the price ranges (which are not necessarily closing prices) as 

well as the total monthly volume trades for the Common Shares, during the twelve month period 

immediately preceding the date of this Prospectus: 

 
Month High Low Volume 

December 1-22 2014 $0.23 $0.15 4,958,376 

November 2014 $0.28 $0.16 5,800,088 

October 2014 $0.33 $0.14 8,722,712 

September 2014 $0.39 $0.29 4,624,386 

August 2014 $0.39 $0.31 2,526,765 

July 2014 $0.42 $0.35 2,034,575 

June 2014 $0.42 $0.33 3,566,706 

May 2014 $0.42 $0.33 3,954,238 

April 2014 $0.46 $0.40 1,482,135 

March 2014 $0.48 $0.42 5,036,325 

February 2014 $0.48 $0.41 9,037,822 

January 2014 $0.48 $0.44 3,291,481 

December 2013 $0.47 $0.41 4,605,521 

Dividends 

The Corporation has not declared or paid any dividends on its securities since its incorporation.  Any 

decision to pay dividends on the Common Shares or any other outstanding class of shares, from time to 

time, will be made by the Board on the basis of the Corporation’s earnings, financial requirements and 

other conditions existing at such future time.  At present, the Corporation does not anticipate declaring 

and paying any dividends in the foreseeable future. 

LEGAL AND SUPPLMENTARY INFORMATION 

Incorporation and Legal Form of Business 

The Corporation was incorporated under the laws of the Province of British Columbia, Canada on 

October 3, 1991, under the name “Arauco Resources Corporation” (“Arauco”). On August 13, 1997, 

Arauco was continued as a federal company under the Canada Business Corporations Act and on August 

29, 1997 the name of the Corporation was changed from Arauco to Kit Resources Ltd. (“Kit”). 

Effective March 6, 2000, in order to facilitate the business combination of Kit and Wheaton River 

Minerals Ltd. (“Wheaton River”), Kit was continued from the federal jurisdiction to Ontario under the 

Ontario Business Corporations Act. Pursuant to the terms of a statutory plan of arrangement approved by 

the Ontario Superior Court of Justice on March 3, 2000, Kit and 1395896 Ontario Inc., a wholly-owned 

subsidiary of Wheaton River, were amalgamated under the name Kit (the “Arrangement”). As a result of 

the Arrangement, Kit became a wholly-owned subsidiary of Wheaton River. In January 2001 Wheaton 

River sold its majority interest in the Corporation. On November 15, 2001, Kit was extra-territorially 

registered in the Province of British Columbia and on December 29, 2006 was continued into British 

Columbia from Ontario under the Business Corporations Act (British Columbia). On February 9, 2007 

the name was changed from Kit to Bayou Bend Petroleum Ltd. (“Bayou Bend”). On October 21, 2009, 

the name Bayou Bend was changed to ShaMaran Petroleum Corp., its current legal and commercial name.  

The Corporation number of ShaMaran is C0778647.  The Corporation is a public company. 
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ShaMaran is the Canadian parent of a group of companies comprised of seven wholly owned companies 

incorporated in Canada, Netherlands, Switzerland, Cayman Islands and the United States of America.  

Please see below for an overview over ShaMaran’s material subsidiaries:  

  Country of 

% equity and voting interest 

as at December 31, 

Subsidiary Principal activities incorporation 2013 2012 

ShaMaran Petroleum Holdings Coöperatief U.A. Oil exploration and production The Netherlands 100 100 
ShaMaran Ventures B.V. Oil exploration and production The Netherlands 100 100 

General Exploration Partners, Inc. Oil exploration and production Cayman Islands 100 100 

ShaMaran Petroleum B.V. Oil exploration and production The Netherlands 100 100 
ShaMaran Services S.A. Technical and admin. services Switzerland 100 100 

Bayou Bend Petroleum U.S.A. Ltd Discontinued operations United States of America 100 100 

Summit Energy Corporation LLC. Discontinued operations United States of America 100 100 

Legal History of the Corporation and its Shares - Advance Notice Provisions 

Effective June 18, 2013, the articles of the Corporation were amended to provide for advance notice 

provisions related to the election of directors at shareholders’ meetings. Among other things, the advance 

notice provisions fix a deadline by which holders of record of common shares of the Corporation must 

submit director nominations to the Corporation prior to any annual or special meeting of shareholders and 

sets forth the information that a shareholder must include in the notice to the Corporation for the 

nomination notice to be in proper written form. In the case of an annual meeting of shareholders, notice to 

the Corporation must be provided not less than 40 days no more than 65 days prior to the date of the 

annual meeting. In the case of a special meeting of shareholders (which is not also an annual meeting) 

called for the purpose of electing directors (whether or not called for other purposes), notice to the 

Corporation must be provided not later than the close of business on the 15th day following the day on 

which the first public announcement of the date of the special meeting was made.  

Related Party Transactions 
In USD 000 

Purchases of services for periods ended September 30, Amounts owing at the 

reporting dates  Three months Nine months 

 2014 2013 2014 2013 30 Sep 14 31 Dec 13 

Lundin Petroleum AB 120 250 344 457 100 89 

Namdo Management Services Ltd. 48 56 148 187 12 15 

McCullough O’Connor Irwin LLP 1 1 12 8 2 14 

Mile High Holdings Ltd. - - - - - 113 

Vostok Nafta Investment Ltd. - - - 13 - - 

Total 169 307 335 665 114 231 

The Corporation receives services from various subsidiary companies of Lundin Petroleum AB 

(“Lundin”), a shareholder of the Corporation. Lundin charges during the three and nine months ended 

September 30, 2014 of USD 120,000 (2013: USD 250,000) and USD 344,000 (2013: USD 457,000) were 

comprised of G&G and other technical service costs of USD 22,000 (2013: USD 157,000) and USD 

28,000 (2013: USD 178,000), investor relations services of USD 7,000 (2013: USD nil) and USD 28,000 

(2013: USD nil), reimbursement for Corporation travel and related expenses of USD nil (2013: USD nil) 

and USD 1,000 (2013: USD nil), office rental, administrative and building services of USD 91,000 (2013: 

USD 93,000) and USD 287,000 (2013: USD 279,000). 

Namdo Management Services Ltd. is a private corporation owned by a shareholder of the Corporation 

which has provided corporate administrative support and investor relation services to the Corporation. 
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McCullough O’Connor Irwin LLP is a law firm in which an officer of the Corporation is a partner which 

has provided legal services to the Corporation. 

Mile High Holdings Ltd. is a private corporation associated with a shareholder of the Corporation which 

has provided transportation services to the Corporation in relation to its investor relation activities. 

Vostok Nafta Investment Ltd. is a corporation traded on the Nasdaq Stockholm (trading symbol VNIL 

SDB) which was associated with a shareholder of the Corporation and which provided investor relations 

services to the Corporation in Sweden.  

All transactions with related parties are in the normal course of business and are made on the same terms 

and conditions as with parties at arm’s length. 

Other than as set out below, to the best of the Corporation’s knowledge, no director, executive officer or 

person or company that beneficially owns or controls or directs, directly or indirectly, more than 10 per 

cent of any class or series of the Corporation’s outstanding voting securities, or any associate or affiliate 

of any of the foregoing, has had any material interest, direct or indirect, in any transaction within the three 

most recently completed financial years or during the most recently completed financial year, that has 

materially affected or is reasonably expected to materially affect the Corporation. 

Together, Lorito and Zebra, each a company owned by a trust whose settlor was the late Adolf H. Lundin, 

and are joint actors, currently hold more than 10 per cent of the Shares of the Corporation. Each of Lorito 

and Zebra are also Standby Purchasers under the Standby Purchase Agreement. 

Material Project Related Agreements and Financial Agreements 

Please refer to “The Corporation - 2013 Bond Issue” for information regarding the Corporation’s 

outstanding bonds. 

Please refer to “The Corporation - General PSC Terms” and “The Corporation - Operational History and 

Plans - Declaration of Commerciality and Field Development Plan” for information regarding the 

Corporation’s licenses. 

Other Material Agreements or Applications 

Except as set forth below there are no other contracts, other than those entered into in the ordinary course 

of business, that are material to the Corporation and remain in effect. 

The Corporation was a party to the following material contracts, made and entered into during the fiscal 

year ended December 31, 2013 and there are no changes as of the date of this document: 

 The Bond Agreement dated November 11, 2013 in respect of the USD 150 million senior secured 

bond facility negotiated by GEP. 

 A guarantee and indemnity agreement dated November 11, 2013 obligating ShaMaran and certain 

of its direct and indirect subsidiaries, as guarantors, in respect of the USD 150 million senior 

secured bond facility negotiated by GEP. 

 A pledge agreement dated November 11, 2013 made among Nordic Trustee ASA (formerly 

Norsk Tillitsmann ASA) as the pledgee (on behalf of and as trustee for the bondholders under the 

Bond Agreement) and ShaMaran and certain of its direct and indirect subsidiaries as pledgers, in 

respect of the USD 150 million senior secured bond facility negotiated by GEP. 
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 An equitable mortgage over shares agreement dated November 11, 2013 made among Nordic 

Trustee ASA as security trustee (on behalf of and as trustee for the bondholders under the Bond 

Agreement) and ShaMaran Ventures B.V., an indirect subsidiary of ShaMaran and mortgagor of 

shares of GEP as security relating to the USD 150 million senior secured bond facility negotiated 

by GEP. 

 An internal credit facility agreement dated November 11, 2013 made among ShaMaran and 

certain of its subsidiaries. 

Bankruptcy, Reorganizations and Similar Procedures 

There are no bankruptcy, receivership or similar proceedings against the Corporation, nor is the 

Corporation aware of any such pending or threatened proceedings. There have not been any voluntary 

bankruptcy, receivership or similar proceedings by the Corporation within the three most recently 

completed financial years or completed or currently proposed for the current financial year. 

There have been no reorganizations of or involving the Corporation within the three most recently 

completed financial years or completed or currently proposed for the current financial year. 

Legal Proceedings and Regulatory Actions 

Legal Proceedings 

ShaMaran has not in the past 12 months been involved in any governmental, legal or arbitrational 

proceedings which have had, or may have, significant effect on ShaMaran’s financial position or 

profitability, nor is ShaMaran aware of any such pending or threatened proceeding. 

Regulatory Actions 

No penalties or sanctions were imposed by a court relating to securities legislation or by a securities 

regulatory authority during the Corporation’s recently completed financial year, nor were there any other 

penalties or sanctions imposed by a court or regulatory body against the Corporation that would likely be 

considered important to a reasonable investor in making an investment decision, nor were any settlement 

agreements entered into before a court relating to securities legislation or with a securities regulatory 

authority during the Corporation’s recently completed financial year. 

The Corporation is, from time to time, involved in various claims, legal proceedings and complaints 

arising in the ordinary course of business. The Corporation cannot reasonably predict the likelihood or 

outcome of these actions. The Corporation does not believe that adverse decisions in any other pending or 

threatened proceedings related to any matter, or any amount which may be required to be paid by reason 

therein, will have a material effect on the financial condition or future results of operations of the 

Corporation. 

Environmental Protection 

All phases of the Corporation’s operations are subject to environmental regulation in the jurisdictions in 

which it operates. Environmental legislation is evolving in a manner which requires stricter standards and 

enforcement, increased fines and penalties for non-compliance, more stringent environmental assessments 

of proposed projects and a heightened degree of responsibility for companies and their officers, directors 

and employees. 
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Future changes in environmental regulation, if any, could adversely affect the Corporation’s operations. 

Regulatory and environmental approvals may not be obtained on a timely basis, or at all. The cost of 

compliance with changes in governmental regulations has the potential to reduce the profitability of 

operations or to preclude entirely the economic development of a property. Environmental hazards may 

exist on the properties which are unknown to the Corporation at present which have been caused by 

previous or existing owners or operators of the properties. The Corporation is currently engaged in 

exploration with limited environmental impact. The cost of compliance with changes in governmental 

regulations has a potential to reduce the viability or profitability of operations. 

Environmental Issues 

There are currently no outstanding proceedings relating to environmental issues to which the Corporation 

is a part. 

ELIGIBILITY FOR INVESTMENT 

In the opinion of Thorsteinssons LLP, special tax counsel to the Corporation, provided the Rights and 

Common Shares are listed on a designated stock exchange under the Tax Act (which includes the TSX-

V), the Rights and the Common Shares issuable on the exercise of Rights, if issued on the date hereof 

would be qualified investments under the Tax Act for trusts governed by registered retirement savings 

plans (“RRSP”), registered retirement income funds (“RRIF”), deferred profit sharing plans, registered 

disability savings plans, registered education savings plans  and tax free savings accounts (“TFSA”) 

(collectively, the “Plans”). Notwithstanding that the Common Shares and Rights may be a qualified 

investment for a RRSP, RRIF or TFSA, a holder of a TFSA or the annuitant under an RRSP or RRIF, as 

the case may be, will be subject to a penalty tax in respect of the Rights and Common Shares, if such 

Rights and Common Shares are a “prohibited investment”, as defined under the Tax Act, for the TFSA, 

RRSP or RRIF. Common Shares and Rights will not be a “prohibited investment” for a TFSA, RRSP or 

RRIF, as applicable, provided the holder or annuitant of such account:(a) deals at arm’s length with the 

Corporation for the purposes of the Tax Act; and (b) does not have a “significant interest” (within the 

meaning of the Tax Act) in the Corporation.  In addition, the Rights and Common Shares will not be a 

prohibited investment if the Rights and Common Shares are “excluded property” as defined in the Tax 

Act for trusts governed by a TFSA, RRSP or RRIF. Holders are advised to consult their own tax advisors 

in this regard. 

INTERESTS OF EXPERTS 

The matters referred to under “Federal Income Tax Considerations” and “Eligibility for Investment” will 

be passed upon by Thorsteinssons LLP, on behalf of the Corporation. Certain other legal matters relating 

to the securities offered hereby will also be passed upon by McCullough O’Connor Irwin LLP, 

Vancouver, British Columbia, Canada, on behalf of the Corporation.  Kevin Hisko, a partner with 

McCullough O’Connor Irwin LLP also serves as the Corporate Secretary of the Corporation.  PwC LLP, 

Chartered Accountants in accordance with the Institute of Chartered Accountants of British Columbia 

have prepared the Independent Auditors’ Report in respect of the Corporation’s consolidated audited 

financial statements for the years ended 31 December 2013, 2012 and 2011. With effect from October 1, 

2014, the Corporation changed its auditor from PwC LLP (London, UK) to PricewaterhouseCoopers AG 

(Basel, Switzerland) (“PwC AG”). 

As of the date hereof, the partners and associates of Thorsteinssons LLP, McCullough O’Connor Irwin 

LLP, PwC LLP and PricewaterhouseCoopers AG own, in aggregate, Common Shares representing less 

than 1% of all of the issued and outstanding Common Shares. 



- 104 - 

Pareto provides financial advice and other services to the Corporation in connection with the Offering, for 

which it will receive customary remuneration. The total compensation will be dependent on the success of 

the Offering. From time to time, Pareto may provide services in the ordinary course of business to the 

Corporation in connection with other transactions. 

OTHER MATERIAL FACTS 

There are no material facts relating to the Corporation’s business which are not disclosed in the 

Corporation’s AIF or this Prospectus. 

REGISTRAR AND TRANSFER AGENT 

Computershare Investor Services Inc., Suite 200, 510 Burrard Street, Vancouver, BC, V6C 3B9 is the 

registrar and transfer agent for the Corporation. 

PURCHASERS’ STATUTORY RIGHTS 

Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw 

from an agreement to purchase securities. This right may be exercised within two (2) business days after 

receipt or deemed receipt of a Prospectus and any amendment. In several of the provinces and territories 

the securities legislation further provides a purchaser with remedies for rescission or, in some 

jurisdictions, revisions of the price or damages if the Prospectus and any amendment contains a 

misrepresentation or is not delivered to the purchaser, provided that such remedies for rescission, revision 

of the price or damages are exercised by the purchaser within the time limit prescribed by the securities 

legislation of the purchaser’s province. The purchaser should refer to any applicable provisions of the 

securities legislation of the purchaser’s province for the particulars of these rights or consult with a legal 

advisor. 

CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

In the opinion of Thorsteinssons LLP, special tax counsel to the Corporation, the following is, at the date 

hereof, a summary of the principal Canadian federal income tax considerations concerning the receipt of 

Rights under the Offering and the Common Shares issuable on the exercise of Rights.  This summary is 

only applicable to a Holder who, for the purposes of the Tax Act and at all relevant times: (i) is a resident 

of Canada or is deemed to be a resident of Canada; (ii) deals at arm’s length with and is not affiliated with 

the Corporation; and (iii) will acquire and hold the Rights and Common Shares issued on the exercise of 

Rights (the “Securities”) as capital property (a “Rights Holder”). Generally, the Securities will be 

considered to be capital property to a Rights Holder unless such Securities are held in the course of 

carrying on a business or were acquired in a transaction considered to be an adventure in the nature of 

trade.  

This summary is not applicable to a Rights Holder who: (i) is a “financial institution” for the purposes of 

the mark-to-market rules contained in the Tax Act; (ii) is a “specified financial institution” as defined in 

the Tax Act; (iii) has made a functional currency reporting election under the Tax Act; (iv) that has 

entered into, or will enter into, a “derivative forward agreement” or a “synthetic disposition arrangement” 

as defined in the Tax Act with respect to the Securities; or (v) is a Rights Holder an interest in which 

would be a “tax shelter investment” as defined in the Tax Act. 

This summary is based upon the current provisions of the Tax Act and the regulations thereunder (the 

“Regulations”) and counsels’ understanding of the current published administrative practices and policies 

of the Canada Revenue Agency (“CRA”).  This summary also takes into account all specific proposals to 
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amend the Tax Act and the Regulations (the “Proposed Amendments”) announced by the Minister of 

Finance (Canada) prior to the date hereof, and  assumes that all Proposed Amendments will be enacted in 

the form proposed.  No assurance can be given that the Proposed Amendments will be enacted in the form 

proposed or at all.  This summary does not take into account or anticipate any other changes in law or 

administrative or assessing practice, whether by legislative, governmental or judicial action, nor does it 

take into account provincial, territorial or foreign tax considerations, which may differ significantly from 

the Canadian federal income tax considerations discussed below. 

This summary is of a general nature only and is not exhaustive of all possible Canadian federal income 

tax considerations.  This summary is not intended to be, nor should it be construed to be, legal or tax 

advice to any Rights Holder.  Consequently, Holders should consult their own tax advisors for advice 

with respect to the tax consequences to them of acquiring, holding or disposing of Rights or Common 

Shares, having regard to their particular circumstances. 

Receipt of Rights 

No amount will be required to be included in computing the income of a Rights Holder as a consequence 

of acquiring Rights under the Offering. The cost to a Rights Holder of Rights received under the Offering 

will be nil. Where a Rights Holder acquires Rights otherwise than pursuant to the Offering, for the 

purpose of determining the adjusted cost base of each Right held by the Rights Holder, the cost of Rights 

so acquired must be averaged with the adjusted cost base to the Rights Holder of all other identical Rights 

held by the Rights Holder as capital property immediately prior to the acquisition.  

Exercise of Rights 

The exercise of Rights will not constitute a disposition of property for purposes of the Tax Act and, 

consequently, no gain or loss will be realized by a Rights Holder upon the exercise of Rights. Common 

Shares acquired by a Rights Holder upon exercise of Rights will have an aggregate cost to the Rights 

Holder equal to the aggregate of the Subscription Price paid for such Common Shares and the adjusted 

cost base (if any) to the Rights Holder of the Rights so exercised. The cost of each Common Share 

acquired by a Rights Holder upon exercise of the Rights will be averaged with the adjusted cost base to 

the Rights Holder of all other Common Shares held at that time as capital property to determine the 

adjusted cost base of each such Common Share to the Rights Holder. 

Expiry of Rights 

The expiry or termination of an unexercised Right will result in a capital loss to a Rights Holder equal to 

the Rights Holder’s adjusted cost base, if any, of the Right immediately before its expiry or termination.   

See “Taxation of Capital Gains and Losses” below for a general description of the tax treatment of 

capital losses under the Tax Act. 

Disposition of Rights 

A Rights Holder that disposes or is deemed to dispose of Rights (otherwise than by the expiry or exercise 

thereof) will realize a capital gain (or capital loss) equal to the amount by which the proceeds of 

disposition of the Rights are greater than (or less than) the aggregate of the Rights Holder’s adjusted cost 

base of such Rights immediately before disposition and any reasonable costs of disposition.  See 

“Taxation of Capital Gains and Losses” below for a general description of the tax treatment of capital 

gains and losses under the Tax Act.  



- 106 - 

Disposition of Common Shares 

Generally, a Rights Holder that disposes or is deemed to dispose of a Common Share will realize a capital 

gain (or capital loss) equal to the amount by which the proceeds of disposition exceed (or are less than) 

the aggregate of the Rights Holder’s adjusted cost base of the Common Share immediately before the 

disposition and any reasonable costs of the disposition.  See “Taxation of Capital Gains and Losses” 

below for a general description of the tax treatment of capital gains and losses under the Tax Act. 

Taxation of Capital Gains and Losses 

One-half of any capital gain (a “taxable capital gain”) realized by a Rights Holder in a taxation year will 

be included in the Rights Holder’s income for the year.  One-half of any capital loss (an “allowable 

capital loss”) realized by the Rights Holder in a year may be deducted against taxable capital gains 

realized in the year.  Any excess of allowable capital losses over taxable capital gains in a taxation year 

may be carried back up to three taxation years or forward indefinitely and deducted against net taxable 

capital gains in those other years, to the extent and in the circumstances specified in the Tax Act. 

A Rights Holder that is throughout the relevant taxation year a “Canadian controlled private corporation”, 

as defined in the Tax Act may be liable to pay an additional refundable tax of 6 ⅔% on its “aggregate 

investment income” for the year, which will include taxable capital gains.   

The amount of any capital loss arising on the disposition or deemed disposition of any Common Shares 

by a Rights Holder that is a corporation may be reduced by the amount of dividends received or deemed 

to have been received by it on such shares to the extent and under circumstances prescribed by the Tax 

Act.  Similar rules may apply where the corporation is a member of a partnership or a beneficiary of a 

trust that owns such shares or where a trust or partnership of which the corporation is a beneficiary or a 

member is a member of a partnership or a beneficiary of a trust that owns any such shares. 

Alternative Minimum Tax on Individuals 

The Tax Act provides for an alternative minimum tax that is applicable to Rights Holders who are 

individuals (including certain trusts and estates).  This tax is computed by reference to an adjusted taxable 

income amount.  Eighty percent of capital gains (net of capital losses) and the actual amount of taxable 

dividends (not including any gross-up) are included in adjusted taxable income.  Any additional tax 

payable by a Rights Holder under the minimum tax provisions may be carried forward and applied against 

certain tax otherwise payable in any of the seven immediately following taxation years to the extent 

specified by the Tax Act. 

Taxation of Dividends 

In the case of a Rights Holder who is an individual, dividends received or deemed to be received on 

Common Shares be included in computing the individual’s income and will be subject to gross-up and 

dividend tax credit rules applicable to taxable dividends received from taxable Canadian corporations, 

including the enhanced gross-up and dividend tax credit applicable to any dividends designated by the 

Corporation as an “eligible dividend” in accordance with the Tax Act.  

In the case of a Rights Holder that is a corporation, dividends received or deemed to be received on 

Common Shares will be included in computing the corporation’s income and will generally be deductible 

in computing its taxable income.  A “private corporation” or a “subject corporation”, as defined in the 

Tax Act, may be liable under Part IV of the Tax Act to pay a refundable tax of 33⅓% on dividends 



- 107 - 

received or deemed to be received on Common Shares to the extent that such dividends are deductible in 

computing the corporation’s taxable income. 

SWEDISH INCOME TAX CONSIDERATIONS 

The following is a summary of certain tax issues that may arise as a result of the Offering to the Holders 

to subscribe for new Common Shares.  

The summary is based on Swedish tax legislation currently in force and is intended only as general 

information for shareholders, who are resident or domiciled in Sweden for tax purposes, if not otherwise 

stated. The summary does not cover situations where shares are held as current assets in business 

operations or by a partnership. Furthermore, the summary does not cover special regulations governing 

tax exempt capital gains, shareholding in companies that are, or have previously been, closely held 

companies or on shares acquired on the basis of such holdings, or other specific situations and rules. The 

summary also does not cover tax issues related to holdings in unlisted shares. Special tax consequences 

that are not described below may also apply for certain categories of taxpayers, including, for example, 

investment companies, mutual funds, pension funds and insurance companies. Further, the summary does 

not cover shares held through a capital insurance or investment savings accounts (Sw: investerings-

sparkonto). This summary is not applicable to Holders that have ever been resident in Canada for 

Canadian tax purposes, carried on business or maintained a permanent establishment in Canada or 

performed independent personal services in Canada from a fixed base situated in Canada, each as defined 

in the Sweden-Canada Income Tax Convention (Sw. Lag (1996:1511) om dubbelbeskattningsavtal 

mellan Sverige och Kanada). Each Holder is recommended to consult a tax adviser for information on the 

specific tax consequences that may arise as a result of holding shares in the Corporation, including the 

applicability and effect of foreign or other rules, tax treaties or from foreign exchange rate fluctuations 

between currencies which may be applicable.  

Individuals  

Capital Gains Taxation  

Individuals who sell their shares are subject to capital gains tax. The current tax rate is 30% of the gain. 

The capital gain is calculated to equal the difference between the sales proceeds, after deduction for sales 

expenses, and the shares’ acquisition cost for tax purposes (for specific information on the capital gains 

taxation of Rights, see Receipt, Exercise and Disposal of Rights below). The acquisition cost is 

determined according to the “average cost method”. This means that the costs for all shares of the same 

type and class are added together and determined collectively, with respect to changes to the holding. 

Alternatively, ”the standard rule” according to which the acquisition cost is deemed to be equal to 20% of 

the net sales price may be applied on the disposal of listed shares. Capital losses on listed shares are fully 

deductible against taxable capital gains on shares during the same fiscal year. The loss is also deductible 

against gains on other listed securities that are taxed in the same manner as shares (except for shares in 

mutual funds containing only Swedish receivables (Sw. räntefonder)). A loss in excess of the above 

mentioned gains is deductible with 70% against any other taxable income derived from capital. 

If a deficit arises in the income from capital category, a reduction of the tax on income from employment 

and from business, as well as the tax on real estate, is allowed. The tax reduction allowed amounts to 30% 

of any deficit not exceeding SEK 100,000 and 21% of any deficit in excess of SEK 100,000. Deficits may 

not be carried forward to a later fiscal year.  
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An individual tax resident in Sweden for the purposes of the tax treaty between Sweden and Canada is not 

subject to any Canadian capital gains taxation from the sale of shares listed on Nasdaq First North. 

Dividend Taxation  

In general, dividends, if any, on shares are taxed in Sweden at a rate of 30% as income from capital for 

individuals. A preliminary tax of 30% is generally withheld on dividends paid to individuals resident in 

Sweden. The preliminary tax is withheld by Euroclear Sweden or, regarding nominee-registered shares, 

by the nominee.  

Additionally, dividends from a corporation resident in Canada, such as the Corporation, are generally 

subject to Canadian withholding tax at a rate of 25%. However, under the tax treaty between Sweden and 

Canada, the tax rate is normally reduced to 15% for dividends beneficially owned by a person resident in 

Sweden for the purpose of the treaty. The treaty rate is only applied if sufficient information regarding the 

tax residency of the shareholder is available.  

The Corporation assumes responsibility where required for deducting tax in relation to dividends it may 

issue. The Corporation is required to withhold the tax on the dividends when paid or credited, or when 

deemed to have been paid or credited, and to remit this tax to the CRA on behalf of the non-resident. 

Since the dividend is generally taxable in both Sweden and Canada, double taxation may occur. However, 

Canadian withholding tax levied can be credited from Swedish tax to the extent Swedish tax is 

attributable to foreign income (overall credit).  

If the foreign tax should exceed the Swedish tax attributable to foreign income one year, the credit may, 

subject to certain limitations, be carried forward for up to five years. Alternatively, the foreign tax may be 

deducted as a cost for the recipient.  

Receipt, Exercise and Disposal of Rights 

The receipt and exercise of Rights does not give rise to any taxation. Individuals who sell their Rights are 

subject to capital gains tax. The current tax rate is 30% of the gain. Rights based on a shareholding of 

existing shares are considered to have been acquired at SEK 0. The total sales proceeds, after deduction 

sales costs, are thus taxable. The standard method is not applicable in this case. The tax basis for the 

original shares is not affected. For Rights purchased or otherwise acquired (i.e. that are not received based 

on a holding of existing shares), the price paid for the rights constitutes the acquisition cost. The 

acquisition cost of such subscription rights shall be taken into account when calculation the tax basis for 

the subscribed new shares. In this case, the standard method may be applied when subscription right are 

disposed of. A Right that is not exercised or sold, and thus expires, is deemed disposed of at SEK 0.  

Limited Liability Companies  

Capital Gains  

Swedish limited liability companies (Sw: aktiebolag) are taxed on all income as income from business 

activities at a flat rate of 22%. Regarding the calculation of a capital gain or loss and the acquisition cost, 

see “Swedish Income Tax Considerations - Individuals”.  

A capital loss on shares incurred by a corporate shareholder may be offset only against gains on shares or 

other securities that are taxed in the same manner as shares. Such capital losses may, under certain 

circumstances, also be deductible against capital gains on such securities within the same group of 
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companies, provided the requirements for group contributions (Sw: koncernbidrag) are met. Capital 

losses on shares or other such securities, which have not been deducted from capital gains within a certain 

year, may be carried forward and be offset against similar capital gains in future years without any 

limitation in time.  

Capital gains on listed shares in limited liability companies, including foreign equivalents, are tax-exempt 

(and capital losses on such shares are non-deductible) provided that the holding represents at least 10% of 

the voting rights of all shares. Exemption may also be available provided the holding is conditioned by 

the shareholder’s (or affiliated company’s) business. Capital gains on listed shares are only tax-exempt if 

they are held not less than one year from the day any of the above holding requirements were met. 

Dividend Taxation  

In general, dividends, if any, on shares to limited liability companies are taxed in Sweden at a rate of 22% 

as ordinary income from business activities. 

Dividends on listed shares, if any, in limited liability companies, including foreign equivalents, are tax 

exempt provided that the holding represents at least ten per cent of the voting rights of all shares (or the 

holding is conditioned by the shareholders’, or affiliated company’s business). The dividend tax 

exemption only applies if the listed shares are not disposed of within one year from the day any of the 

above holding requirements were met. The shares must, however, not have been held continuously for 

one year at the date of distribution. Taxation will, however, be triggered if the shares are sold (or 

otherwise ceases to be entitled to the tax exemption) before the one year holding period requirement is 

met. A dividend on shares that ceases to be covered by the tax exemption may therefore be subject to tax 

in a different fiscal year than the dividend was received.  

Dividends from a limited company resident in Canada, such as the Corporation, are generally subject also 

to Canadian withholding tax at a rate of 25%. However, under the tax treaty between Sweden and Canada, 

the tax rate is normally reduced to 15% for dividends beneficially owned by a legal entity resident in 

Sweden for the purpose of the treaty. If the beneficial owner is a company resident in Sweden for the 

purposes of the tax treaty that controls directly at least ten per cent of the voting power, or that holds 

directly at least 25% of the capital, in the Corporation, the withholding tax rate is reduced to 5%.  

The treaty rate is only applied if sufficient information regarding the tax residency of the shareholder is 

available. The Corporation assumes responsibility for deducting tax in relation to the dividends where 

required. The Corporation is required to withhold the tax on the dividends when repatriated and to pay 

this over to the CRA on behalf of the non-resident. 

Since the dividend is generally taxable in both Sweden and Canada, double taxation may occur. However, 

Canadian withholding tax levied can be credited from Swedish tax to the extent Swedish tax is 

attributable to foreign income (overall credit).  

If the foreign tax should exceed the Swedish tax attributable to foreign income one year, the credit may, 

subject to certain limitations, be carried forward for up to five years. Alternatively, the foreign tax may be 

deducted as a cost for the recipient.  

Receipt, Exercise and Disposal of Rights 

The receipt and exercise of Rights does not give rise to any taxation.  



- 110 - 

Individuals who sell their Rights are subject to capital gains tax. The current tax rate is 30% of the gain. 

Rights based on a shareholding of existing shares are considered to have been acquired at SEK 0. The 

total sales proceeds, after deduction sales costs, are thus taxable. The standard method is not applicable in 

this case. The tax basis for the original shares is not affected.  

For Rights purchased or otherwise acquired (i.e. that are not received based on a holding of existing 

shares), the price paid for the rights constitutes the acquisition cost. The acquisition cost of such 

subscription rights shall be taken into account when calculation the tax basis for the subscribed new 

shares. In this case, the standard method may be applied when subscription right are disposed of. A Right 

that is not exercised or sold, and thus expires, is deemed disposed of at SEK 0.  

Certain Tax Issues for Holders of Common Shares and Rights that are not Tax Resident in Sweden  

Holders of Common Shares and Rights who are not resident or domiciled in Sweden for Swedish tax 

purposes are generally not subject to tax in Sweden for capital gains realized upon the sale or other 

disposal of shares. Such Holders may, however, be subject to taxation in their country of domicile and 

elsewhere. If shares are attributable to a permanent establishment in Sweden, the rules concerning tax-

exempt dividends and capital gains described above are applicable with certain limitations.  

Under a domestic Swedish tax provision, non-Swedish tax resident individuals may be subject to Swedish 

capital gains taxation upon a sale or other disposal of shares in non-Swedish corporate entities if the 

shares were acquired during their tax residency in Sweden if they have been resident or lived permanently 

in Sweden at any time during the calendar year of such disposal or during the previous ten calendar years 

preceding the year of disposal. The applicability of this provision may however be limited by an 

applicable tax treaty between Sweden and other countries.  

Foreign legal entities are not liable to Swedish tax on dividends or capital gains upon a sale or other 

disposal of Common Shares, provided that the Common Shares are not pertaining to a permanent 

establishment in Sweden. 

Canadian Withholding Tax  

As the Corporation is a Canadian company, dividends, if any, paid or credited (or which are deemed to be 

paid or credited) to a Holder that is not resident in Canada will be subject to a Canadian withholding tax 

at a rate of 25%. This rate may be reduced in the case of such a Holder that is entitled to the protection of 

an applicable income tax convention.  When the beneficial owner of such dividends is a resident of 

Sweden, according to the Canada – Sweden Tax Treaty, the withholding tax rate will generally be 

reduced to 15%. Where the beneficial owner is a corporation that directly controls at least 10% of the 

votes or holds directly at least 25% of the capital in the Corporation, the withholding tax rate will be 

reduced to 5%. Unless the dividend is tax-free for the Swedish holder, the Canadian tax withheld can 

generally be credited against Swedish income tax and real estate tax. In order to benefit from the tax 

credit, legal entities must apply for a tax credit from the Swedish Tax Agency. The 30% preliminary tax 

withheld by Euroclear on dividends to individuals is normally reduced with the withholding tax levied 

and individuals will automatically benefit from the tax credit if the withholding tax is reported to the Tax 

Agency and included in the annual income statement. 
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KEY DATES AND TIMES OF THE RIGHTS OFFERING 

 

 Date 

Record Date for participation in the Offering……………………………………… 

January 12, 2015 (at 

5:00 p.m. Toronto 

time) 

Mailing date of final short form prospectus and Rights Certificates………………. January 15, 2015 

Commencement Time of Offering…………………………………………………. January 15, 2015 

Date that Rights will be listed for trading on the TSX-V…………………………… January 8, 2015 

Date that Rights will be listed for trading on Nasdaq First North January 19, 2015 

Date on which sale of Rights of Ineligible Holders in Euroclear Sweden by Pareto begins January 29, 2015 

Date on which sale of Rights of Ineligible Holders in CDS (Canada) by Subscription 

Agent begins 
February 2, 2015 

End of trading of Rights on Nasdaq First North February 2, 2015 

End of trading of Rights on the TSX-V……………………………………………... 

12:00 p.m. (Toronto 

time) on February 9, 

2015 

End of subscription period for Rights in Euroclear Sweden 

3.00 p.m. (Stockholm 

time) on February 4, 

2015 

Rights Expiry Time and Rights Expiry Date 

(Canada)………………………………………. 

5:00 p.m. (Toronto 

time) on February 9, 

2015 

Expected Closing Date of the Offering…………………………………………….. February 11, 2015 

Announcement of the Results of the Offering February 11, 2015 

 

QUESTIONS AND ANSWERS RELATING TO THE OFFERING 

The following are examples of what the Corporation anticipates will be common questions about the 

Offering. The following questions and answers do not contain all of the information that may be 

important to an investor. This Prospectus and the documents incorporated by reference herein contain 

more detailed descriptions of the terms and conditions of the Offering and provide additional information 

about the Corporation and its business. The questions and answers are qualified in their entirety by the 

more detailed information appearing elsewhere in this Prospectus which investors should read before 

making an investment decision. Capitalized terms used below are defined under "Definitions". 

Q: What is the Offering? 

A: The Corporation is issuing to its Shareholders of record as of 5:00 p.m. (Toronto time) on January 12, 

2015, at no charge, one Right for each Common Share held by such Shareholder. See "Details of the 

Offering for Registered Holders of Common Shares, Holders of Common Shares Registered with CDS 

(Canada) and Approved Eligible Holders", “Details of the Offering for Holders of Common Shares in 

Euroclear Sweden (Sweden)” and “Details of the Offering for Ineligible Holders”. 
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Q: Why have I received this material? 

A: These materials are important and require your immediate attention. Shareholders are receiving Rights 

which give them the right to purchase Common Shares. Shareholders are required to make an important 

decision regarding whether to exercise their Rights to purchase Common Shares and whether to exercise 

the Additional Subscription Privilege to obtain Additional Common Shares. 

Q: What are the subscription terms? 

A: Every 100 Rights permit the holder thereof to subscribe for 93 Common Shares of the Corporation at a 

price of $9.30 (SEK 63.24), being the equivalent of $0.10 (SEK 0.68) per Common Share. This is the 

Basic Subscription Right. 

Q: When are the Commencement and Expiry Dates for the Rights? 

A: The Rights will be eligible for exercise commencing on January 15, 2015. Holders will need to 

exercise their Rights prior to 5:00 p.m. (Toronto time) on February 9, 2015 for Rights registered with 

CDS (Canada) and prior to 3:00 p.m. (CET) on February 4, 2015 for Rights in Euroclear Sweden 

(Sweden). Any subscription for Common Shares will be irrevocable once submitted and subscribers will 

be unable to withdraw their subscriptions for Common Shares once submitted. 

Q: How much will the Offering raise? 

A: The Offering entitles Shareholders to subscribe for up to an aggregate of approximately 754,214,990 

Common Shares (which represents 93.00% of the Corporation's current outstanding Common Shares) for 

gross proceeds to the Corporation of up to approximately $75,421,500. The proceeds raised by the 

Offering will be dependent upon the number of Rights exercised and the completion of the Standby 

Guarantee. 

Q: What will the funds raised from the Offering be used for? 

A: The Corporation intends to use the net proceeds of the Offering to fund: (i) the Corporation’s costs 

(including the additional funding required to cover the Corporation’s pro-rata share of the Government 

Interest) related to the financing, development and operation of the Atrush Block; and (ii) the 

Corporation’s technical, management and administrative services expenses and other corporate purposes. 

For further details, see “Use of Proceeds”. 

Q: As a Beneficial Shareholder whose Common Shares are held, directly or indirectly, through 

CDS (Canada), what should I do if I want to participate in the Offering? 

A: If you hold your Common Shares through a CDS Participant, such as a securities broker or dealer, 

bank, trust company or other intermediary, then the CDS Participant must exercise the Basic Subscription 

Privilege on your behalf and Shareholders must arrange purchases or transfers of Rights through their 

own CDS Participant. If you wish to participate in the Offering, please contact the CDS Participant who 

holds your Common Shares as soon as possible.  The Additional Subscription Privilege may not be 

exercised through CDS.  Any person holding Rights through CDS will be required to withdraw such 

Rights from CDS prior to exercise of the Additional Subscription Privilege.  Any such person should 

contact its applicable CDS Participant for instructions as to the manner in which it may withdraw its 

Rights from CDS.  See "Details of the Offering for Registered Holders of Common Shares, Holders of 
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Common Shares Registered with CDS (Canada) and Approved Eligible Holders - Rights Certificates - 

Common Shares Held Through CDS". 

Q: If my Common Shares are held by a nominee in Euroclear Sweden (Sweden), what should I do if 

I want to participate in the Offering? 

A: Holders of Common Shares, whose shareholding is registered with a nominee in Euroclear Sweden, 

will need to contact its nominee in order to instruct its nominee to participate in the Offering. 

Q: What if I reside in an Ineligible Jurisdiction? 

A: The Eligible Jurisdictions for the Offering are the provinces of British Columbia, Alberta, 

Saskatchewan, Manitoba, Ontario and Nova Scotia as well as Sweden. Shareholders who do not reside in 

these Eligible Jurisdictions will generally not be permitted to exercise their Rights. Notwithstanding the 

foregoing, persons located in certain Ineligible Jurisdictions (other than the United States) may be able to 

exercise the Rights and purchase Common Shares provided that they furnish an investor letter satisfactory 

to the Corporation on or before February 2, 2015. The form of investor letter will be available from the 

Corporation or the Subscription Agent upon request. See "Details of the Offering for Ineligible Holders". 

Q: Can I buy Additional Common Shares beyond my Basic Subscription Privilege? 

A: Possibly. All Holders have an Additional Subscription Privilege that allows those Holders who 

exercise in full their Basic Subscription Privilege to subscribe pro rata for Additional Common Shares, if 

any, not otherwise purchased pursuant to the Basic Subscription Privilege by the Holders. See “Details of 

the Offering for Registered Holders of Common Shares, Holders of Common Shares Registered with 

CDS (Canada) and Approved Eligible Holders - Additional Subscription Privilege” and “Details of the 

Offering for Holders of Common Shares in Euroclear Sweden (Sweden) - B. Subscription of Additional 

Common Shares without Exercising Rights”. 

Q: Will the Rights trade on a stock exchange? 

A: The TSX-V has conditionally approved the listing of the Rights. The Corporation also intends to apply 

to Nasdaq First North to list the Rights on Nasdaq First North. Listing will be subject to the Corporation 

fulfilling all of the listing requirements of the TSX-V and Nasdaq First North, as applicable. Although the 

Corporation expects that the Rights will be listed on the TSX-V and Nasdaq First North, the Corporation 

cannot provide any assurance that the Rights will be so listed, an active or any trading market in the 

Rights will develop or that the Rights can be sold on the TSX-V and/or Nasdaq First North at any time. 

Q: What is the Standby Purchase Agreement? 

A: Pursuant to the Standby Purchase Agreement, the Standby Purchasers have agreed, subject to certain 

terms and conditions, to: (i) exercise their Basic Subscription Right in full under the Offering; and (ii) to 

purchase all Common Shares not otherwise acquired under the Offering pursuant to the Standby 

Commitment.  The Standby Purchasers will receive a fee for providing the Standby Commitment.  See 

“Standby Commitment”. 

Q: When will I be issued my Common Shares if I exercise my Rights? 

A: Shareholders who exercise the Rights will be issued Common Shares on the closing of the Offering, 

which is expected to occur on or about February 11, 2015 on CDS (Canada) and on or about February 16, 

2015 on Euroclear Sweden (Sweden) or such earlier or later date as the Corporation may determine. 
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Q: What will happen to my Rights after the Expiry Date? 

A: Rights not exercised before the Expiry Time on the Expiry Date will be void and of no value. 

Q: What will happen to my current Common Shares if I do not participate in the Offering? 

A: If a Shareholder elects not to exercise the Rights issued to it, or elects to sell or transfer those Rights, 

then such Shareholder's current percentage ownership in the Corporation will be diluted as a result of the 

exercise of the Rights by others. See "Risk Factors". 

Q: Who should I contact if I have any further questions? 

A: If you have any questions relating to the Offering, you should contact the Information Agent if you are 

a Holder in Canada or the United States, or Pareto if you are a Holder of Common Shares in Euroclear 

Sweden. 

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS AND INFORMATION 

This Prospectus and the documents incorporated by reference herein contain forward-looking statements 

and forward-looking information that are prospective and reflect management’s expectations regarding 

the Corporation’s future growth, results of operations, performance and business prospects and 

opportunities. These forward-looking statements and forward-looking information are not based on 

historical facts, but rather on current expectations and projections about future events, and are therefore 

subject to risks and uncertainties which could cause actual results to differ materially from the future 

results expressed or implied by the forward-looking statements.  Forward-looking information can often 

be identified by forward-looking words such as “anticipate”, “believe”, “expect”, “goal”, “plan”, 

“intend”, “estimate”, “may”, “could”, “should” and “will” or the negatives thereof, or similar variations 

suggesting future outcomes, or other expectations, beliefs, plans, objectives, assumptions, intentions or 

statements about future events or performance. All statements, other than statements of historical fact, 

included in these documents, including without limitation statements regarding the completion of the 

Offering; purchase by the Standby Purchasers of the Standby Shares; the anticipated funds to be raised by 

the Offering and the expected use thereof and benefits therefrom; the listing of the Rights and the 

Common Shares issuable upon exercise of the Rights on the TSX-V and Nasdaq First North and the 

timing thereof; the record date of the Offering; the projected timeline for completion of the Offering and 

the filing of certain documents in connection therewith; future appraisal and development plans for the 

Atrush petroleum property and the timing, funding and estimated costs associated therewith; 

management’s belief as to phased development; the prospective potential of the Atrush block including 

the Triassic reservoir located therein; the interpretation of 3D seismic data; future production capability 

and capacity of wells and facilities; facility capacity for oil and gas processing including estimated capital 

costs on the Atrush Block; estimated commitments and operations under the Atrush Block PSC; future 

production, production rates, sales and export possibilities; the quantity and quality of resources and 

reserves; future pipeline development; plans for increasing or bringing on new production; expectations 

regarding the Iraqi political system and regulation of the oil and gas industry; expectations regarding the 

outcome and impact of disputes; and exploration results and future plans and objectives of ShaMaran are 

forward-looking statements that involve various risks and uncertainties.  Various factors or assumptions 

are typically applied by the Corporation in drawing conclusions or making the forecasts, projections, 

predictions or estimations set out in forward-looking information based on information currently available 

to the Corporation. These factors and assumptions include, but are not limited to:  

 

 the success of the Corporation’s operations and exploration and development activities;  

 the ability of the Corporation to develop its properties;  
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 the prevailing commodity prices and exchange rates;  

 the availability of capital to fund planned expenditures;  

 the prevailing regulatory, royalty, tax and environmental laws and regulations; and  

 the ability of the Corporation to secure necessary personnel, equipment and services.  

With respect to forward-looking information contained in this Prospectus and documents incorporated by 

reference herein, the Corporation has made assumptions consistent with the views of management or of 

experts that it relies on. Many of these assumptions are subject to change and are beyond the 

Corporation’s control, such as:  
 

 the completion of the Offering; 

 the outcome of future well operations, including production rates and production decline rates;  

 future capital and other expenditures (including the amount, nature and sources of funding 

thereof); 

 the Corporation’s ability to recover reserves;  

 future economic conditions; 

 future currency and exchange rates; 

 the future global supply and demand of natural gas and crude oil; 

 the future natural gas and crude oil prices;  

 the future royalty rates;  

 the well abandonment costs and salvage values;  

 the political and economic stability in Iraq; 

 the security in the Kurdistan region; 

 timely receipt of any necessary government or regulatory approvals; 

 the successful resolution of disputes; 

 the participation of the Corporation’s co-venturers in joint activities; 

 the ability to sell production and the prices to be received in connection therewith; 

 the Corporation’s ability to attract and retain qualified service companies and related personnel 

and to obtain equipment in a timely and cost-efficient manner to meet its demand;  

 the impact of competition; and  

 the Corporation’s ability to obtain financing on acceptable terms or at all. 

Such statements are qualified in their entirety by the inherent risks and uncertainties surrounding future 

expectations. There can be no assurance that such statements will prove to be accurate, and actual results 

and future events could differ materially from those anticipated in such statements. Important factors that 

could cause actual results to differ materially from ShaMaran’s expectations include, but are not limited 

to, any of the conditions set forth in the Standby Purchase Agreement not being satisfied on a timely basis 

or other termination events under such agreement occurring, failure by the Standby Purchasers to 

purchase the Standby Shares where such conditions have been met, failure by the other shareholders of 

the Corporation to purchase all of the Rights in the event the Standby Purchasers do not acquire the 

Standby Shares, inability to obtain timely receipt of regulatory approvals required in respect of the 

Offering, operational risks associated with the oil and gas industry, failure to establish estimated resources 

and reserves, the quality and recovery of oil produced varying from estimates, capital and operating costs 

varying significantly from estimates, delays in obtaining or the failure to obtain required governmental, 

environmental or other project approvals, title disputes or claims, unanticipated reclamation expenses, 

inflation, changes in exchange rates, fluctuations in commodity prices, delays in the development of 

projects, limitations on insurance coverage, general business and economic conditions, the uncertainty 

associated with negotiating with foreign governments, the risks of adverse determinations by 

governmental authorities and other risks associated with international activity and foreign government 
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sovereignty over the areas in which the Corporation’s activities are conducted, including the lack of 

federal petroleum legislation and ongoing political disputes in Iraq and recent terrorist activities in Iraq in 

particular, and other factors as well as the risks described under “Risk Factors” herein and in the 

Corporation’s Annual Information Form dated March 13, 2014, which is incorporated by reference herein 

and which is available both on SEDAR at www.sedar.com and on the Corporation’s web-site at 

http://www.shamaranpetroleum.com/s/AIF.asp.   

Forward-looking statements and forward-looking information are based on the opinions and estimates of 

management as of the date such statements are made, and they are subject to known and unknown risks, 

uncertainties and other factors that may cause the actual results, level of activity, performance or 

achievements of ShaMaran to be materially different from those expressed or implied by such forward-

looking statements or forward-looking information, including but not limited to risks related to: the ability 

of the Corporation to continue as a going concern, an increase in the size of the controlling shareholder if 

no other shareholders exercise their rights, that additional financing will be required, that current 

shareholders risk dilution if they do not exercise their Rights, the market price of the Common Shares 

may not be sustained after the Offering, that Holders of Rights accurately complete their subscriptions in 

time, that no active trading market for the Rights may develop, issues arising because the Offering is not 

underwritten, the risk that management does not use the proceeds as described in this Prospectus, the 

Subscription Price does not necessarily reflect the Corporation’s value, the trading price of the Common 

Shares may decline below the Subscription Price, as well as the risks discussed under the heading “Risk 

Factors” in this Prospectus and in the AIF as hereinafter defined. Although management of ShaMaran has 

attempted to identify important factors that could cause actual results to differ materially from those 

contained in forward-looking statements or forward-looking information, there may be other factors that 

cause results not to be as anticipated, estimated or intended.  Subscribers are cautioned not to put 

undue reliance on such forward-looking statements, which are not a guarantee of performance and 

are subject to a number of uncertainties and known and unknown risks, many of which are outside 

the control of the Corporation, which could cause actual results to differ materially from those 

expressed or implied by such forward-looking statements. 

Forward-looking statements and information contained in this Prospectus or the documents incorporated 

by reference herein are made as of the date hereof and the Corporation disclaims any obligation to update 

any forward-looking statements, whether as a result of new information, future events, results or 

otherwise, except as required by applicable securities laws. 

All subsequent written and oral forward looking statements attributable to the Corporation or persons 

acting on its behalf are expressly qualified in their entirety by this notice. 

GENERAL MATTERS 

All references in this Prospectus to “dollars”, “$” or C$ are to Canadian dollars unless otherwise noted.  

On December 22, 2014, the Bank of Canada noon rate of exchange for United States of America dollars 

was C$1.1643 for one U.S. dollar.  On December 22, 2014 the Bank of Canada noon rate of exchange for 

Swedish krona was C$0.1496 for one Swedish krona. 

The Corporation’s consolidated financial statements incorporated herein by reference have been prepared 

in accordance with International Financial Reporting Standards (“IFRS”).  

A prospective subscriber should rely only on the information contained in this Prospectus or any 

document incorporated by reference herein. The Corporation has not authorized anyone to provide 

subscribers with information different from that contained in this Prospectus. The Corporation is 

distributing the Rights only in jurisdictions where, and to persons to whom, distributions are lawfully 
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permitted. The information contained in this Prospectus is accurate only as of the date of this Prospectus, 

regardless of the time of delivery of this Prospectus or any sale of the Rights. 

PRESENTATION OF FINANCIAL INFORMATION 

Unless otherwise indicated, all financial information included and incorporated by reference in this 

Prospectus is determined using International Financial Reporting Standards as issued by the International 

Accounting Standards Board, which is referred to as “IFRS”. 

Except as expressly stated herein, no financial information in this Prospectus has been audited or 

reviewed by the Corporation’s auditor (the Corporation’s auditor has consented to the incorporation by 

reference of its report on the 2013 and 2012 audited financial statements and has performed review 

procedures on the interim financial information for the nine months ended September 30, 2014 and 2013). 

Financial information relating to the Corporation in this Prospectus that is not part of the information 

audited or reviewed by the Corporation’s auditor as outlined herein originates from the Corporation’s 

internal accounting and reporting systems. 

PRESENTATION OF OIL AND GAS RESOURCES INFORMATION 

All oil and gas information contained in this Prospectus has been prepared and presented in accordance 

with NI 51-101.  Certain terms used herein are defined in the “Glossary of Terms”.  Certain other terms 

used herein but not defined herein are defined in the COGE Handbook, NI 51-101 and Canadian 

Securities Administrators Staff Notice 51-324 (“CSA 51-324”) and, unless the context otherwise requires, 

shall have the same meanings herein as in NI 51-101 and CSA 51-324.  This Prospectus also contains 

certain supplemental operational, and property information with respect to the Corporation, not required 

to be disclosed under NI-51-101. 

The actual oil and gas resources or reserves and future production may be greater or less than any 

estimates provided herein. 

RESERVES AND RESOURCES CLASSIFICATION 

Note to Shareholders outside of Canada: Reserves & Resources are classified according to Canadian NI51 

101 standards and therefore the classifications defined below may not be in line with other jurisdictions. 

ShaMaran’s crude oil reserves and the crude oil and natural gas contingent resources estimates presented 

are based on the Canadian reserves definitions and guidelines prepared by the Standing Committee on 

Reserves Definitions of the CIM (Petroleum Society) as presented in the COGE Handbook.  A summary 

of those definitions and guidelines is presented below. 

Development and Production Status 

Each of the reserves categories (proved, probable and possible) may be divided into developed and 

undeveloped categories: 

 Developed reserves are those reserves that are expected to be recovered from existing wells and 

installed facilities or, if facilities have not been installed, that would involve a low expenditure 

(for example, when compared to the cost of drilling a well) to put the reserves on production. The 

developed category may be subdivided into producing and non-producing.  
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 Developed producing reserves are those reserves that are expected to be recovered from 

completion intervals open at the time of the estimate.  These reserves may be currently producing 

or, if shut-in, they must have previously been on production, and the date of resumption of 

production must be known with reasonable certainty. 

 Developed non-producing reserves are those reserves that either have not been on production, 

or have previously been on production, but are shut-in, and the date of resumption of production 

is unknown. 

 Undeveloped reserves are those reserves expected to be recovered from known accumulations 

where a significant expenditure (for example, when compared to the cost of drilling a well) is 

required to render them capable of production.  They must fully meet the requirements of the 

reserves category (proved, probable, possible) to which they are assigned. 

In multi-well pools it may be appropriate to allocate total pool reserves between the developed and 

undeveloped categories or to subdivide the developed reserves for the pool between developed producing 

and developed non-producing.  This allocation should be based on the estimator's assessment as to the 

reserves that will be recovered from specific wells, facilities and completion intervals in the pool and their 

respective development and production status. 

Reserves Categories 

Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be 

recoverable from known accumulations, as of a given date, based on 

 analysis of drilling, geological, geophysical and engineering data;  

 the use of established technology; and  

 specified economic conditions, which are generally accepted as being reasonable, and shall be 

disclosed. 

Reserves are classified according to the degree of certainty associated with the estimates 

 Proved reserves are those reserves that can be estimated with a high degree of certainty to be 

recoverable. It is likely that the actual remaining quantities recovered will exceed the estimated 

proved reserves. 

 Probable reserves are those additional reserves that are less certain to be recovered than proved 

reserves.  It is equally likely that the actual remaining quantities recovered will be greater or less 

than the sum of the estimated proved plus probable reserves. 

 Possible reserves are those additional reserves that are less certain to be recovered than probable 

reserves.  It is unlikely that the actual remaining quantities recovered will exceed the sum of the 

estimated proved plus probable plus possible reserves. 

Other criteria that must also be met for the classification of reserves are provided in the COGE Handbook. 
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Levels of Certainty for Reported Reserves 

The qualitative certainty levels referred to in the definitions above are applicable to individual reserves 

entities (which refers to the lowest level at which reserves calculations are performed) and to reported 

reserves (which refers to the highest-level sum of individual entity estimates for which reserves estimates 

are presented).  Reported reserves should target the following levels of certainty under a specific set of 

economic conditions: 

 at least a 90 percent probability that the quantities actually recovered will equal or exceed the 

estimated proved reserves; 

 at least a 50 percent probability that the quantities actually recovered will equal or exceed the sum 

of the estimated proved plus probable reserves; and 

 at least a 10 percent probability that the quantities actually recovered will equal or exceed the sum 

of the estimated proved plus probable plus possible reserves. 

Additional clarification of certainty levels associated with reserves estimates and the effect of aggregation 

is provided in the COGE Handbook. 

Contingent Resources 

Contingent resources are defined as those quantities of petroleum estimated, as of a given date, to be 

potentially recoverable from known accumulations using established technology or technology under 

development, but which are not currently considered to be commercially recoverable due to one or more 

contingencies.  Contingencies may include factors such as economic, legal, environmental, political and 

regulatory matters, or a lack of markets.  It is also appropriate to classify as contingent resources the 

estimated discovered recoverable quantities associated with a project in the early evaluation stage.  

Contingent resources are further classified in accordance with the level of certainty associated with the 

estimates and may be sub-classified based on project maturity and/or characterized by their economic 

status.   

Resource Uncertainty Categories 

Estimates of resources always involve uncertainty, and the degree of uncertainty can vary widely between 

accumulations/projects and over the life of a project.  Consequently, estimates of resources should 

generally be quoted as a range according to the level of confidence associated with the estimates.  An 

understanding of statistical concepts and terminology is essential to understanding the confidence 

associated with resources definitions and categories. 

The range of uncertainty of estimated recoverable volumes may be represented by either deterministic 

scenarios or a probability distribution.  Resources should be provided as low, best and high estimates, as 

follows: 

 Low Estimate – This is considered to be a conservative estimate of the quantity that will actually 

be recovered. It is likely that the actual remaining quantities recovered will exceed the low 

estimate.  If probabilistic methods are used, there should be at least a 90 percent probability (P90) 

that the quantities actually recovered will equal or exceed the low estimate.   

 Best Estimate – This is considered to be the best estimate of the quantity that will actually be 

recovered.  It is equally likely that the actual remaining quantities recovered will be greater or 
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less than the best estimate.  If probabilistic methods are used, there should be at least a 50 percent 

probability (P50) that the quantities actually recovered will equal or exceed the best estimate.   

 High Estimate – This is considered to be an optimistic estimate of the quantity that will actually 

be recovered.  It is unlikely that the actual remaining quantities recovered will exceed the high 

estimate.  If probabilistic methods are used, there should be at least a 10 percent probability (P10) 

that the quantities actually recovered will equal or exceed the high estimate. 

Contingent Resources Categories 

For Contingent Resources, the general cumulative terms low/best/high estimates are denoted as 1C/2C/3C 

respectively.  No specific terms are defined for incremental quantities within Contingent Resources. 

ABBREVIATIONS AND CONVERSION FACTORS 

Conversion Table 

The following table sets forth certain conversions between Standard Imperial Units and the International 

System of Units (or metric units). 
 

To Convert From To Multiply By 

Mcf Cubic meters 0.028174 

Cubic meters Cubic feet 35.315 

Bbls Cubic meters 0.159 

Cubic meters Bbls 6.289 

Feet Meters 0.305 

Meters Feet 3.281 

Miles Kilometres 1.609 

Kilometres Miles 0.621 

Acres Hectares 0.405 

Hectares Acres 2.471 

Gigajoules MMbtu 0.950 

MMbtu Gigajoules 1.0526 

Abbreviations 

 
Oil and Natural Gas Liquids Natural Gas 

Bbls Barrels of crude oil Bcf Billion cubic feet of natural gas 

Bbls/d Barrels of crude oil per day Mcf Thousand cubic feet of natural gas 

bopd Barrels of oil per day MMcf Million cubic feet of natural gas 

BOEs Barrels of oil equivalent Mcfd Thousand cubic feet of natural gas per day 

BOEs/d Barrels of oil equivalent per day McfGe Thousand cubic feet of gas equivalent 

Mboe Thousands of barrels of oil equivalent MMbtu Million British Thermal Units 

MMboe Millions of barrels of oil equivalent   

Mbbl Thousands of barrels of crude oil   

MMbbl Millions of barrels of crude oil   

NGLs Natural gas liquids   

The calculations of barrels of oil equivalent (BOEs) and thousand cubic feet of gas equivalent (McfGe) 

are based on the standard of 6Mcf: 1 bbl when converting natural gas to oil and 1 bbl: 6 Mcf when 

converting oil to natural gas. BOEs and McfGe may be misleading, particularly if used in isolation. A 

BOE conversion ratio of 6 Mcf: 1 bbl or a McfGe conversion ratio of 1 bbl: 6 Mcf is based on an energy 
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equivalent conversion method primarily applicable at the burner tip and does not represent a value 

equivalency at the wellhead. 

DEFINITIONS 

“1C” means P90 Contingent Resources; 

“1P” means Proved Reserves; 

“2D” means two dimensional; 

“2C” means P50 Contingent Resources; 

“2P” means Proved and Probable Reserves; 

“3D” means three dimensional; 

“3C” means P10 Contingent Resources; 

“3P” means Proved, Probable and Possible Reserves; 

“1933 Act” means the United States Securities Act of 1933, as amended; 

“AIF” means the Corporation’s annual information form dated March 13, 2014 for the year ended 

December 31, 2013; 

“Additional Common Shares” means the additional Common Shares for which Holders who exercise 

their rights in full under the Basic Subscription Rights, are entitled to subscribe; 

“Additional Subscription Privilege” means the additional subscription privilege pursuant to which 

Holders who exercise their Rights in full under the Basic Subscription Privilege are entitled to subscribe 

for Additional Common Shares on a pro rata basis, if available, at the Subscription Price; 

“Approved Eligible Holder” means an Ineligible Holder to whom the Corporation determines that an 

offering to and subscription of Rights would be lawful and in compliance with all securities and other 

laws applicable in the jurisdiction where such person or agent is resident; 

“Atrush Block PSC” means the PSC granted in respect of the Atrush Block; 

“Basic Subscription” means the exercise, by a Holder, of all of its Basic Subscription Rights; 

“Basic Subscription Privilege” means the entitlement to subscribe for 93 Common Shares for every 100 

Rights held at a price of $9.30 (SEK 63.24), being the equivalent of $0.10 (SEK 0.68) per Common 

Share; 

“BTA” means Paid Subscribed Shares (Sw. Betald Tecknad Aktie); 

“CDS” means CDS Clearing and Depository Services Inc.; 

“CDS Participant” means a securities broker or dealer, bank or trust company or other CDS Participant 

in the book-based system administered by CDS; 
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“CRA” means Canada Revenue Agency; 

“CSA 51-324” means CSA Staff Notice 51-324 Glossary to NI51-101 Standards of Disclosure for Oil 

and Gas Activities; 

“Common Shares” means the outstanding common shares in the capital of the Corporation; 

“Commencement Date” means January 8, 2015; 

“Commercial Discovery” has the meaning assigned to it in the Atrush Block PSC, generally a discovery 

that is potentially commercial when taking into account all technical, operational, commercial and 

financial factors, all in accordance with prudent international petroleum industry practices; 

“DTC” means The Depository Trust & Clearing Corporation; 

“DTC Participant” means a securities broker or dealer, bank or trust company or other participant in the 

book entry services of DTC; 

“E&E” means exploration and evaluation; 

“Eligible Jurisdictions” means the provinces of British Columbia, Alberta, Saskatchewan, Manitoba, 

Ontario and Nova Scotia as well as Sweden; 

“Euroclear Sweden” means Euroclear Sweden AB, company org. no. 556112-8074; 

“Expiry Date” means February 9, 2015 for Rights on CDS (Canada) and February 4, 2015 for Rights in 

Euroclear Sweden (Sweden); 

“Expiry Time” means 5:00 p.m. (Toronto time) for Rights in CDS (Canada) and 3:00 p.m. (Stockholm 

time) for Rights in Euroclear Sweden (Sweden) on the Expiry Date; 

“FEED” means Front-End Engineering and Design; 

“Georgeson” means Georgeson Shareholder Communications Canada, Inc.; 

“Government Interest” means, under the terms of the Atrush Block PSC, the option held by the 

Kurdistan Regional Government to acquire up to a 25% undivided interest in the petroleum operations 

and all the other rights, duties, obligations and liabilities of the contracting parties to the PSC, which may 

be exercised up to 180 days from the date the block has first been declared commercially viable, and 

which becomes effective from that date; 

“Guarantee Fee” means the fee paid to the Standby Purchasers in an amount equal to 3% of the gross 

proceeds received by the Corporation as a result of the Offering, other than proceeds received by the 

Corporation through the exercise by the Standby Purchasers of their respective Basic Subscription 

Privilege and which will be paid by the issuance of Common Shares at the closing quoted market price 

per Common Share on the TSX-V on the day following the closing of the Offering. 

“Holders” means a holder of a Right; 

“IFRS” means International Financial Reporting Standards; 

“Ineligible Holder” means a Holder resident in an Ineligible Jurisdiction; 
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“Ineligible Jurisdictions” means those jurisdictions where the exercise of Rights would not be in 

compliance with applicable securities laws; 

“Information Agent” means Georgeson Shareholder Communications Canada, Inc.; 

“ISIS” means Islamic State of Iraq and Syria; 

“KRG” means the Kurdistan Regional Government of Iraq; 

“Lorito” means Lorito Holdings S.a.r.l., of 38 C rue JF Kennedy, 1855 Luxembourg, Grand Duchy of 

Luxembourg; 

“Lundin Petroleum” means Lundin Petroleum B.V. of Amaliastraat 3 – 5, 2514 JC, The Hague, The 

Netherlands; 

“Manager” means Pareto Securities AB; 

“Nasdaq First North” means the alternative marketplace operated by NASDAQ OMX Stockholm AB; 

“Offering” means the distribution of Rights to the holders of Common Shares of record at 5:00 p.m. 

(Toronto time) on the Record Date; 

“Operator” means TAQA Atrush B.V., the operator of the Atrush Block; 

“P10” or “High Estimate” means the optimistic estimate of resources that will actually be recovered. It is 

unlikely that the actual remaining quantities recovered will exceed the high estimate.  If probabilistic 

methods are used, there should be at least a 10 percent probability (P10) that the quantities actually 

recovered will equal or exceed the high estimate. 

“P50” or “Best Estimate” means the best estimate of the quantity of resources that will actually be 

recovered.  It is equally likely that the actual remaining quantities recovered will be greater or less than 

the best estimate.  If probabilistic methods are used, there should be at least a 50 percent probability (P50) 

that the quantities actually recovered will equal or exceed the best estimate.  

“P90” or “Low Estimate” means the conservative estimate of the quantity of resources that will actually 

be recovered. It is likely that the actual remaining quantities recovered will exceed the low estimate.  If 

probabilistic methods are used, there should be at least a 90 percent probability (P90) that the quantities 

actually recovered will equal or exceed the low estimate.   

“PP&E” means property, plant and equipment; 

“Pareto” means Pareto Securities AB; 

“Prospectus” means this short form prospectus dated December 23, 2014; 

“Prospective Resources” means, as approved by the COGE Handbook, those quantities of petroleum 

which are estimated, on a given date, to be potentially recoverable from undiscovered accumulations; 

“PSC” means production sharing contract; 

“SEK” means the lawful currency in Sweden; 
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“Record Date” means January 12, 2015; 

“Right” means a transferable right that permits the holder thereof to subscribe for Common Shares of the 

Corporation on the terms set forth herein; 

“Rights Certificate” means a fully transferable certificate, issued in registered form to each Rights 

Holder who holds Common Shares as of the Record Date; 

“Rights Holder” means a holder of Rights; 

“Securities” means the Rights and the Common Shares issuable on the exercise of the Rights (including 

the Standby Shares); 

“ShaMaran” means ShaMaran Petroleum Corp.; 

“Standby Commitment” means the commitment of the Standby Purchasers to purchase Standby Shares 

in accordance with the terms and conditions of the Standby Purchase Agreement; 

“Standby Purchase Agreement” means the standby purchase agreement between the Corporation and 

the Standby Purchasers dated as of October 14, 2014; 

“Standby Purchasers” means Lorito, Zebra and Lundin Petroleum; 

“Standby Shares” means the Common Shares purchased by the Standby Purchasers pursuant to the 

Standby Purchase Agreement; 

“Subscription Agent” means Computershare Investor Services Inc.; 

“Subscription Office” means the office of the Subscription Agent in the City of Vancouver; 

“Subscription Price” means a subscription price of $0.10 (SEK 0.68) per Common Share; 

“Tax Act” means the Income Tax Act (Canada), together with any and all of the regulations promulgated 

thereunder, as amended from time to time;  

“TSX-V” means the TSX Venture Exchange; and 

“Zebra” means Zebra Holdings and Investments S.a.r.l., of 38 C rue JF Kennedy, 1855 Luxembourg, 

Grand Duchy of Luxembourg. 

DOCUMENTS INCORPORATED HEREIN BY REFERENCE 

Information has been incorporated by reference in this Prospectus from documents filed with securities 

commissions or similar authorities in British Columbia, Alberta, Saskatchewan, Manitoba, Ontario and 

Nova Scotia.  Copies of the documents incorporated herein by reference may be obtained on request 

without charge from the corporate secretary of the Corporation at 2600 - 1066 West Hastings Street, 

Vancouver, British Columbia, V6E 3X1, and are also available electronically at www.sedar.com. 

The following documents of the Corporation, filed with the securities commissions in the provinces of 

British Columbia, Alberta, Saskatchewan, Manitoba, Ontario and Nova Scotia, are specifically 

incorporated by reference into, and form an integral part of this Prospectus: 

http://www.sedar.com/
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(a) the audited consolidated financial statements for the Corporation for the year ended 

December 31, 2012 together with the notes thereto and the auditors’ report thereon; 

(b) the annual information form of the Corporation dated March 13, 2014 for the year ended 

December 31, 2013 (the “AIF”); 

(c) the audited consolidated financial statements for the Corporation for the year ended 

December 31, 2013 together with the notes thereto and the auditors’ report thereon; 

(d) the management’s discussion and analysis of financial conditions and results of 

operations of the Corporation for the year ended December 31, 2013; 

(e) the unaudited condensed interim consolidated financial statements of the Corporation for 

the three and nine months ended September 30, 2014; 

(f) the management’s discussion and analysis of financial conditions and results of 

operations of the Corporation for the three and nine months ended September 30, 2014; 

(g) the management information circular of the Corporation as at May 13, 2014, prepared in 

connection with the annual meeting of shareholders of the Corporation held on June 18, 

2014; 

(h) the material change report of the Corporation dated and filed March 13, 2014 in 

connection with the Corporation reporting an initial recognition of reserves for the Atrush 

Block; 

(i) the material change report of the Corporation dated and filed August 18, 2014 in 

connection with the suspension of operations at the Atrush Block; 

(j) the material change report of the Corporation dated and filed September 4, 2014 in 

connection with the resumption of operations at the Atrush Block; 

(k) the material change report of the Corporation dated and filed October 22, 2014 in 

connection with the announcement of a CAD 75 million equity rights offering; and 

(l) the material change report of the Corporation dated and filed December 17, 2014 in 

connection with the Corporation reporting updated reserves and resources as at 

November 30, 2014. 

Any documents of the type required by National Instrument 44-101 - Short Form Prospectus 

Distributions of the Canadian Securities Administrators to be incorporated by reference in a short form 

prospectus, including any annual information form, comparative annual consolidated financial statements 

and the auditors’ report thereon, comparative condensed interim consolidated financial statements, 

management’s discussion and analysis of financial condition and results of operations, material change 

reports (except confidential material change reports), business acquisition reports and information 

circulars, if filed by the Corporation with the securities commissions or similar authorities in the 

provinces of Canada after the date of this Prospectus and before the termination of the Offering, shall be 

deemed to be incorporated by reference in this Prospectus. 

Any statements contained in this Prospectus or in a document incorporated or deemed to be 

incorporated by reference herein are not incorporated by reference to the extent their contents are 
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modified or superseded by a statement contained in this Prospectus or in any other subsequently 

filed document which is also incorporated or deemed to be incorporated by reference into this 

Prospectus. The modifying or superseding statement need not state that it has modified or 

superseded a prior statement or include any other information set forth in the document that it 

modifies or supersedes. The making of a modifying or superseding statement shall not be deemed 

an admission for any purposes that the modified or superseded statement, when made, constituted 

a misrepresentation, an untrue statement of a material fact or an omission to state a material fact 

that is required to be stated or that is necessary to make a statement not misleading in light of the 

circumstances in which it was made. Any statement so modified or superseded shall not be deemed, 

except as so modified or superseded, to constitute part of this Prospectus. 
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ADDRESSES 

The Corporation ShaMaran Petroleum Corp. 

Suite 2000 - 885 West Georgia St. 

Vancouver, British Columbia 

V6C 3E8 

Tel: +1 604-689-7842 

Information Agent Georgeson Shareholder Communications Canada, Inc. 

100 University Avenue 

11
th
 Floor 

Toronto, Ontario 

M5J 2Y1 

Manager for the Offering Pareto Securities AB 

P.O. Box 7415 

Berzelii Park 9 

Stockholm 103 91 

Sweden 

External auditor PricewaterhouseCoopers AG, Chartered Accountants 

St. Jakobs-Strasse 25, 

Postfach, CH-4002 Basel, 

Switzerland 

Swedish legal counsel Gernandt & Danielsson Advokatbyrå KB 

Hamngatan 2 

P.O. Box 5747 

114 87 Stockholm 

Sweden 

Canadian legal counsel McCullough O'Connor Irwin LLP 

Suite 2600 Oceanic Plaza 

1066 West Hasting Street 

Vancouver, British Columbia 

Canada  V6E 3X1 

Central securities depositories Euroclear Sweden AB 

P.O. Box 191 

Klarabergsviadukten 63 

Stockholm 101 23 

Sweden 

Transfer agent Computershare Investor Services Inc. 

3rd Floor, 510 Burrard Street, Vancouver, 

British Columbia, Canada 

V6C 3B9 

ShaMaran’s independent qualified 

reserves and resource evaluator 

 

McDaniel & Associates Consultants Ltd 

2200, Bow Valley Square 3, 

255 - 5 Avenue SW,  

Calgary AB  T2P 3G6  
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CONSTATING DOCUMENTS 

The Corporation’s Certificate of Continuation, Notice of Articles and Articles are attached as Schedule 

“A” to this Prospectus. 

CONFIRMATION OF BOARD OF DIRECTORS 

The Board of Directors of ShaMaran is responsible for the contents of this Prospectus. It is hereby 

assured that all reasonable precautionary measures have been taken to ensure that the information 

contained in this Prospectus, as far as the Board of Directors is aware, corresponds to the facts and that 

nothing has been omitted that would affect its import. In the event that information comes from a third 

party, the information has been correctly reflected and no information has been omitted in a way that the 

reflected information would be false or misleading. 

Vancouver, British Columbia, Canada 

December 23, 2014 

ShaMaran Petroleum Corp. 

The Board of Directors 

 

 



 

CERTIFICATE OF THE CORPORATION 

Dated: December 23, 2014 

This short form prospectus, together with the documents incorporated herein by reference constitutes full, 

true and plain disclosure of all material facts relating to the securities offered by this prospectus as 

required by the securities legislation of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario and 

Nova Scotia. 

SHAMARAN PETROLEUM CORP. 

 

 

(Signed) “Pradeep Kabra” 

Pradeep Kabra 

President and Chief Executive Officer 

(Signed) “Brenden Johnstone” 

Brenden Johnstone 

Chief Financial Officer 

 

On behalf of the Board of Directors 

 

(Signed) “Keith Hill” 

Keith Hill 

(Signed) “J. Cameron Bailey” 

J. Cameron Bailey 
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Directly registered Holders of Common Shares in Euroclear Sweden may direct their questions and 

requests for assistance to: 

 

 

Pareto Securities AB 

Issuer service/ShaMaran 

P.O. Box 7415 

103 91 Stockholm, Sweden 

Visiting address: Berzelii Park 9, Stockholm, Sweden 

Telephone number: 

+46 8 402 51 32 

Email: issueservice.se@paretosec 

Fax: +46 8 402 50 30 

 

 

 

Nominee registered shareholders in Euroclear Sweden should direct their questions and requests for 

assistance to their respective nominees. 
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ANY QUESTIONS OR REQUESTS FOR ASSISTANCE MAY BE DIRECTED TO OUR 

INFORMATION AGENT: 

 

 

 

 

 

 

 

North American Toll Free Number: 1-888-605-8414 

Email: askus@georgeson.com 

 



 

SCHEDULE “A” 

Certificate of Continuation, Certificates (2) of Change of Name, Notice of Articles and Articles 

 
















































































