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CONVENTIONS 

The information in this annual information form (“Annual Information Form”) is stated as at December 31, 2014, 
unless otherwise indicated.  For an explanation of the capitalized terms and expressions and certain defined terms, 
please refer to the section of this Annual Information Form titled “Definitions”. 

ABBREVIATIONS 

 Oil and Natural Gas Liquids Natural Gas 
bbl barrel  scf standard cubic feet 
bbl/d barrels per day  scm standard cubic meter 
Mbbl thousands of barrels  Mcf thousand cubic feet 
MMbbl millions of barrels  MMcf million cubic feet 
boe barrels of oil equivalent includes crude oil barrels plus natural 

gas, unless otherwise indicated 
 Bcf billion cubic feet 

boe/d barrels of oil equivalent per day  Mcf/d thousand cubic feet per day 
Mboe thousand boe  MMcf/d million cubic feet per day 
NGL natural gas liquids  GJ Gigajoule 
MMBtu million British thermal units  md millidarcy 
Mbc thousands of barrels of condensate  mm millimeter 
Bcpd Barrels of condensate per day    
API American Petroleum Institute    
TVD true vertical depth    
 

CONVERSION 

The following table sets forth certain standard conversions from Standard Imperial Units to the International System of 
Units (or metric units). 

To Convert From To Multiply By 
Mcf Cubic meters 28.317 
Cubic meters Cubic feet 35.315 
bbls Cubic meters 0.159 
Cubic meters bbls oil 6.290 
Feet Meters 0.305 
Meters Feet 3.281 
Miles Kilometers 1.609 
Kilometers Miles 0.621 
Acres Hectares 0.405 
Hectares Acres 2.471 
 
Disclosure provided herein in respect of "boe"s may be misleading, particularly if used in isolation.  A boe conversion 
ratio of 6 Mcf:1 Bbl is based on an energy equivalency conversion method primarily applicable at the burner tip and 
does not represent a value equivalency at the wellhead. Given the value ratio based on the current price of crude oil 
as compared to natural gas is significantly different from the energy equivalency of 6:1, utilizing a conversion ratio at 
6:1 may be misleading as an indication of value. 

EXCHANGE RATES 

Except as otherwise indicated, all dollar amounts referenced in this Annual Information Form are expressed in United 
States dollars.  The following table sets forth: (i) the rates of exchange for United States dollars expressed in 
Canadian dollars, in effect at the end of each of the periods indicated; and (ii) the average of exchange rates during 
such periods, in each case based on the noon rate reported by the Bank of Canada. 

 Year Ended
December 31, 2014 

Year Ended
December 31, 2013 

Year Ended
December 31, 2012 

Rate at end of period 1.1601 1.0636 0.9949 
Average noon spot rate during period 1.1045 1.0299 0.9996 
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NOTES ON RESERVES DATA AND OTHER OIL AND GAS INFORMATION 

Caution Respecting Reserves Information 

The determination of oil and gas reserves involves the preparation of estimates that have an inherent degree of 
associated uncertainty.  Categories of proved, probable and possible reserves have been established to reflect the 
level of these uncertainties and to provide an indication of the probability of recovery. The estimation and classification 
of reserves requires the application of professional judgment combined with geological and engineering knowledge to 
assess whether or not specific reserves classification criteria have been satisfied.  Knowledge of concepts including 
uncertainty and risk, probability and statistics, and deterministic and probabilistic estimation methods is required to 
properly use and apply reserves definitions. 

The recovery and reserve estimates of oil, NGLs and natural gas reserves provided herein are estimates only. 
Actual reserves may be greater than or less than the estimates provided herein. The estimated future net 
revenue from the production of the Corporation's anticipated oil, NGLs and natural gas reserves does not 
represent the fair market value of the Corporation's proposed reserves. 

“Reserves” are estimated remaining quantities of oil and natural gas and related substances anticipated to be 
recoverable from known accumulations, from a given date forward, based on (a) analysis of drilling, geological, 
geophysical, and engineering data; (b) the use of established technology; and (c) 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. 

“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 (e.g., 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 classification (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 sub divide 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. 

“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 + probable reserves. 

Definitions 

Certain terms used in this Annual Information Form in describing reserves and other oil and natural gas information 
are defined below. Certain other terms and abbreviations used in this Annual Information Form, but not defined or 
described, are defined in National Instrument 51-101 – Standards of Disclosure for Oil and Gas Activities ("NI 51-
101") or the Canadian Oil and Gas Evaluation Handbook (the "COGE Handbook") and, unless the context otherwise 
requires, shall have the same meanings herein as in NI 51-101 or the COGE Handbook. 

“associated gas” means the gas cap overlying a crude oil accumulation in a reservoir. 

“crude oil” or “oil” means a mixture that consists mainly of pentanes and heavier hydrocarbons, which may contain 
sulphur and other non-hydrocarbon compounds, that is recoverable at a well from an underground reservoir and that 
is liquid at the conditions under which its volume is measured or estimated.  It does not include solution gas or natural 
gas liquids. 
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“development costs” means costs incurred to obtain access to reserves and to provide facilities for extracting, 
treating, gathering and storing the oil and gas from the reserves.  More specifically, development costs, including 
applicable operating costs of support equipment and facilities and other costs of development activities, are costs 
incurred to: 

(a) gain access to and prepare well locations for drilling, including surveying well locations for the 
purpose of determining specific development drilling sites, clearing ground, draining, road building, 
and relocating public roads, gas lines and power lines, to the extent necessary in developing the 
reserves; 

(b) drill and equip development wells, development type stratigraphic test wells and service wells, 
including the costs of platforms and of well equipment such as casing, tubing, pumping equipment 
and the wellhead assembly; 

(c) acquire, construct and install production facilities such as flow lines, separators, treaters, heaters, 
manifolds, measuring devices and production storage tanks, natural gas cycling and processing 
plants, and central utility and waste disposal systems; and 

(d) provide improved recovery systems. 

“development well” means a well drilled inside the established limits of an oil or gas reservoir, or in close proximity to 
the edge of the reservoir, to the depth of a stratigraphic horizon known to be productive. 

“exploration costs” means costs incurred in identifying areas that may warrant examination and in examining specific 
areas that are considered to have prospects that may contain oil and gas reserves, including costs of drilling 
exploratory wells and exploratory type stratigraphic test wells.  Exploration costs may be incurred both before 
acquiring the related property (sometimes referred to in part as “prospecting costs”) and after acquiring the property.  
Exploration costs, which include applicable operating costs of support equipment and facilities and other costs of 
exploration activities, are: 

(a) costs of topographical, geochemical, geological and geophysical studies, rights of access to 
properties to conduct those studies, and salaries and other expenses of geologists, geophysical 
crews and others conducting those studies (collectively sometimes referred to as “geological and 
geophysical costs”); 

(b) costs of carrying and retaining unproved properties, such as delay rentals, taxes (other than income 
and capital taxes) on properties, legal costs for title defense, and the maintenance of land and lease 
records; 

(c) dry hole contributions and bottom hole contributions; 

(d) costs of drilling and equipping exploratory wells; and 

(e) costs of drilling exploratory type stratigraphic test wells. 

“exploratory well” means a well that is not a development well, a service well or a stratigraphic test well. 

“field” means an area consisting of a single reservoir or multiple reservoirs all grouped on or related to the same 
individual geological structural feature and/or stratigraphic condition.  There may be two or more reservoirs in a field 
that are separated vertically by intervening impervious strata or laterally by local geologic barriers, or both.  Reservoirs 
that are associated by being in overlapping or adjacent fields may be treated as a single or common operational field.  
The geological terms “structural feature” and “stratigraphic condition” are intended to denote localized geological 
features, in contrast to broader terms such as “basin”, “trend”, “province”, “play” or “area of interest”. 

 “future net revenue” means the estimated net amount to be received with respect to the development and 
production of reserves (including synthetic oil, coal bed methane and other non-conventional reserves) estimated 
using or forecast prices and costs. 

“gross lease” means: 
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(a) in relation to the Corporation’s interest in production or reserves, its “company gross lease reserves”, 
are it’s working interest (operating or non-operating) marketable share, before deduction of royalties 
and without including any royalty interests of the Corporation; 

(b) in relation to wells, the total number of wells in which the Corporation has an interest; and 

(c) in relation to properties, the total area of properties in which the Corporation has an interest. 

“natural gas” means the lighter hydrocarbons and associated non-hydrocarbon substances occurring naturally in an 
underground reservoir, which under atmospheric conditions are essentially gases but which may contain natural gas 
liquids.  Natural gas can exist in a reservoir either dissolved in crude oil (solution gas) or in a gaseous phase 
(associated gas or non-associated gas).  Non-hydrocarbon substances may include hydrogen sulphide, carbon 
dioxide and nitrogen. 

“natural gas liquids” means those hydrocarbon components that can be recovered from natural gas as liquids 
including, but not limited to, ethane, propane, butanes, pentanes plus, condensate and small quantities of 
non-hydrocarbons. 

“net” means: 

(a) in relation to the Corporation’s interest in production or reserves its working interest (operating or 
non-operating) share after deduction of royalty obligations, plus the Corporation’s royalty interests in 
production or reserves; 

(b) in relation to the Corporation’s interest in wells, the number of wells obtained by aggregating the 
Corporation’s working interest in each of its gross wells; and 

(c) in relation to the Corporation’s interest in a property, the total area in which the Corporation has an 
interest multiplied by the working interest owned by the Corporation. 

“non-associated gas” means an accumulation of natural gas in a reservoir where there is no crude oil. 

“operating costs” or “production costs” means costs incurred to operate and maintain wells and related equipment 
and facilities, including applicable operating costs of support equipment and facilities and other costs of operating and 
maintaining those wells and related equipment and facilities. 

“Production” means recovering, gathering, treating, field or plant processing (for example, processing gas to extract 
natural gas liquids) and field storage of oil and gas. 

“property” includes: 

(a) fee ownership or a lease, concession, agreement, permit, license or other interest representing the 
right to extract oil or gas subject to such terms as may be imposed by the conveyance of that interest; 

(b) royalty interests, production payments payable in oil or gas, and other non-operating interests in 
properties operated by others; and 

(c) an agreement with a foreign government or authority under which a reporting issuer participates in 
the operation of properties or otherwise serves as “producer” of the underlying reserves (in contrast to 
being an independent purchaser, broker, dealer or importer). 

A property does not include supply agreements, or contracts that represent a right to purchase, rather than extract, oil 
or gas. 

“property acquisition costs” means costs incurred to acquire a property (directly by purchase or lease, or indirectly 
by acquiring another corporate entity with an interest in the property), including: 

(a) costs of lease bonuses and options to purchase or lease a property; 

(b) the portion of the costs applicable to hydrocarbons when land including rights to hydrocarbons is 
purchased in fee; 
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(c) brokers’ fees, recording and registration fees, legal costs and other costs incurred in acquiring 
properties. 

“proved property” means a property or part of a property to which reserves have been specifically attributed. 

“Reservoir” means a porous and permeable underground formation containing a natural accumulation of producible 
oil or gas that is confined by impermeable rock or water barriers and is individual and separate from other reservoirs. 

“service well” means a well drilled or completed for the purpose of supporting production in an existing field.  Wells in 
this class are drilled for the following specific purposes: gas injection (natural gas, propane, butane or flue gas), water 
injection, steam injection, air injection, salt water disposal, water supply for injection, observation, or injection for 
combustion. 

“solution gas” means natural gas dissolved in crude oil. 

“stratigraphic test well” means a drilling effort, geologically directed, to obtain information pertaining to a specific 
geologic condition.  Ordinarily, such wells are drilled without the intention of being completed for hydrocarbon 
production.  They include wells for the purpose of core tests and all types of expendable holes related to hydrocarbon 
exploration.  Stratigraphic test wells are classified as (a) “exploratory type” if not drilled into a proved property; or 
(b) “development type”, if drilled into a proved property.  Development type stratigraphic wells are also referred to as 
“evaluation wells”. 

“support equipment and facilities” means equipment and facilities used in oil and gas activities, including seismic 
equipment, drilling equipment, construction and grading equipment, vehicles, repair shops, warehouses, supply 
points, camps, and division, district or field offices. 

“unproved property” means a property or part of a property to which no reserves have been specifically attributed. 

“well abandonment costs” means costs of abandoning a well (net of salvage value) and of disconnecting the well 
from the surface gathering system.  They do not include costs of abandoning the gathering system or reclaiming the 
wellsite. 

CERTAIN DEFINITIONS 

Wherever used in this Annual Information Form, unless the context otherwise requires, the following words and 
phrases shall have the meanings set forth below: 

“2011 Loan Agreement” means the loan agreement entered into in 2011 between Baghlan and Bahar Energy 
whereby Baghlan agreed to loan to Bahar Energy up to the amount of $21,971,164; 

“2013 Loan Agreement” means the loan agreement entered into in 2013 between Baghlan and Bahar Energy 
whereby Baghlan agreed to loan to Bahar Energy up to the amount of $105.0 million; 

“2014 Loan Agreement” means loan agreement entered into in 2014 between Baghlan and Bahar Energy whereby 
Baghlan agreed to loan to Bahar Energy up to the amount of approximately $20.0 million; 

“Audit Committee” means the audit committee of the Board of Directors; 

“Azerbaijan” means the Republic of Azerbaijan; 

“Baghlan” means Baghlan Group Ltd., a company incorporated in the British Virgin Islands and a wholly-owned 
subsidiary of Baghlan FZCO; 

“Baghlan Default” has the meaning ascribed thereto under the heading “Bahar Energy Governance”; 

“Baghlan FZCO” means Baghlan Group FZCO, a company incorporated in the Jebel Ali Free Zone, Dubai, UAE; 

“Bahar Board” means the board of directors of Bahar Energy; 

“Bahar Energy” means Bahar Energy Limited, a company incorporated in the Jebel Ali Free Zone, Dubai, UAE 
owned as to 33.33% indirectly by the Corporation; 
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“Bahar Gas Field” means the gas field located in the offshore Caspian Sea area of Azerbaijan that is the subject of 
the ERDPSA and contains approximately 204 offshore wells; 

“Bahar Gas Sales Agreement” means the gas sales agreement dated September 24, 2010 effective October 1, 
2010, between SOCAR and BEOC on behalf of the Contractor Parties in respect of the sales of natural gas from the 
Bahar Gas Field; 

“Bahar Oil Sales Agreement” means the oil sales agreement dated September 24, 2010 effective October 1, 2010, 
between SOCAR and the Contractor Parties in respect of the sales of oil from the Gum Deniz Oil Field; 

“Bahar Shareholders” means the shareholders of Bahar Energy, currently Baghlan holding 66.67% of Bahar Energy 
and GPIC holding 33.33% of Bahar Energy;  

“Bahar Shareholders’ Agreement” means the shareholders’ agreement dated October 21, 2009, as amended, 
entered into among the shareholders of Bahar Energy; 

“BEOC” means Bahar Energy Operating Company Limited, a company incorporated in the Jebel Ali Free Zone, 
Dubai, UAE for the purpose of conducting operations on behalf of the Contractor Parties under the ERDPSA in 
accordance with the terms of the Joint Operating Agreement, and which is currently owned 100% by Bahar Energy, 
subject to a 20% interest assignable to SOA pursuant to the ERDPSA; 

“BEOC Shareholders’ Agreement” has the meaning ascribed thereto under the heading “Narrative Description of the 
Business – Description of the BEOC Shareholders’ Agreement”; 

“Board” or “Board of Directors” means the board of directors of the Corporation; 

“Bonus Shares” has the meaning ascribed thereto under the heading “General Development of the Business – Year 
Ended 2013”; 

“Carry” means the obligations of Bahar Energy to carry the costs attributable to SOA’s 20% participating interest in 
respect of: 

(a) operations in the Rehabilitation Area (as defined in the ERDPSA) from the effective date of the 
ERDPSA until the end of the calendar quarter in which the production from the Rehabilitation Area 
equals two times the 2008 production levels as provided in the ERDPSA; and 

(b) operations in the Exploration Area (as defined in the ERDPSA) from the effective date of the 
ERDPSA until the commencement date of commercial production from the Exploration Area; 

“Common Shares” means the common shares in the capital of the Corporation; 

“Compensation Units” means the 60,000 Units issued by the Corporation to the agents of the February 2010 Private 
Placement as payment of commission, each Unit being comprised of one Common Share and one-half of one 
Warrant; 

“Compensatory Petroleum” is the obligation of the ERDPSA Contractor Parties to deliver hydrocarbon products 
in-kind to SOCAR from 5% of the gross production of crude oil and non-associated natural gas in the first three years 
of the ERDPSA and thereafter to deliver 10% of gross production until the sum of crude oil deliveries to SOCAR are 
170,000 tons and non-associated natural gas are 630,000,000 cubic meters; 

“Contractor Parties” means, collectively, SOA and Bahar Energy as contractors under the ERDPSA; 

“Corporate Redomestication” has the meaning ascribed thereto in “The Corporation”; 

“Corporation” or “GPC” means Greenfields Petroleum Corporation; 

“Debentures” means the 9.0% convertible unsecured subordinated debentures of the Corporation; 

“Debenture Indenture” has the meaning ascribed thereto under the heading “General Development of the Business – 
Year Ended 2012”; 

“ERDPSA” means the Agreement on the Exploration, Rehabilitation, Development and Production Sharing for the 
Block including the Bahar Gas Field and Gum-Deniz Oil Field in the Azerbaijan Sector of the Caspian Sea, dated 
December 22, 2009, between Bahar Energy, SOCAR and SOA; 
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“Exploration Area” has the meaning ascribed thereto under the heading “Description of the ERDPSA”; 

“First Lender” has the meaning ascribed thereto under the heading “General Development of the Business – Year 
Ended 2013”; 

“First Loan” has the meaning ascribed thereto under the heading “General Development of the Business – Year 
Ended 2013”; 

“First Loan Agreement” has the meaning ascribed thereto under the heading “General Development of the Business 
– Year Ended 2013”; 

“GFI” means GFI Oil and Gas Corporation; 

“GFPI” means GFPI-USA, LLC; 

“GLJ” means GLJ Petroleum Consultants Ltd., independent qualified reserves evaluators; 

“GLJ Report” means the report of GLJ dated April 15, 2015 evaluating the crude oil, natural gas liquids and natural 
gas reserves of Bahar Energy as at December 31, 2014; 

“GPIC” means Greenfields Petroleum International Company Ltd.; 

“Gum Deniz Oil Field” means the oil field located in the offshore Caspian Sea area of Azerbaijan that is the subject of 
the ERDPSA; 

“Joint Operating Agreement” means the joint operating agreement for the Bahar Gas Field and the Gum Deniz Oil 
Field between Bahar Energy, SOA and BEOC entered into for the purpose of regulating operations under the 
ERDPSA; 

“Kansas Assets” means the Corporation’s indirect interest in certain petroleum and natural gas assets located in the 
State of Kansas in the United States; 

“NI 51-101” means National Instrument 51-101 - Standards of Disclosure for Oil and Gas Activities; 

“NI 52-110” means National Instrument 52-110 - Audit Committees; 

“PSA” means a production sharing agreement; 

“RAFI” means RAFI Oil FZE, a company incorporated in the Jebel Ali Free Zone, Dubai, UAE; 

“Rehabilitation Area” has the meaning ascribed thereto under the heading “Description of the ERDPSA”; 

“Second Lender” has the meaning ascribed thereto under the heading “General Development of the Business – Year 
Ended 2014”; 

“Second Loan” has the meaning ascribed thereto under the heading “General Development of the Business – Year 
Ended 2014”; 

“Second Loan Agreement” has the meaning ascribed thereto under the heading “General Development of the 
Business – Year Ended 2014”; 

“SOA” means SOCAR Oil Affiliate; 

“SOCAR” means the State Oil Company of the Republic of Azerbaijan; 

“Target Production Rate 1” or “TPR1” has the meaning ascribed thereto under the heading “Description of the 
ERDPSA”; 

“Target Production Rate 2” or “TPR2” has the meaning ascribed thereto under the heading “Description of the 
ERDPSA”; 

“TSXV” means the TSX Venture Exchange; 

“UAE” means the United Arab Emirates; 

“Unit” means a unit of the Corporation, each such unit consisting of one Common Share and one-half of one Warrant; 
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“U.S.A.” or “United States” or “U.S.” means the United States of America, its territories and possessions, any state of 
the United States of America and the District of Columbia; and 

“Warrant” means a share purchase warrant of the Corporation comprising part of the Units, each whole Warrant 
entitling the holder thereof to acquire one Common Share at a price of CAD$5.00 per share (subject to adjustment in 
certain events), until February 24, 2012. 

Certain other terms used herein but not defined herein are defined in NI 51-101 and, unless the context otherwise 
requires, shall have the same meanings herein as in NI 51-101. 

Unless otherwise stated, all dollar amounts herein are in United States dollars, which is the same currency used by 
the Corporation in preparing its consolidated financial statements. 

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 

All forward-looking statements in this Annual Information Form and in certain documents incorporated by reference 
herein are based on assumptions and the Corporation’s view of future events which reflect information available at the 
time the assumption was made.  Certain statements contained in this Annual Information Form constitute 
forward-looking statements.  The use of any of the words “anticipate”, “continue”, “estimate”, “expect”, “may”, “will”, 
“project”, “should”, “believe” and similar expressions are intended to identify forward-looking statements.  These 
statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events 
to differ materially from those anticipated in such forward-looking statements.  Management of the Corporation 
believes the expectations reflected in those forward-looking statements are reasonable but no assurance can be 
given that these expectations will prove to be correct and such forward-looking statements included herein should not 
be unduly relied upon.  These statements speak only as of the date hereof or at the date specified in the documents 
incorporated by reference into this Annual Information Form. 

In particular, this Annual Information Form contains forward-looking statements pertaining to the following: 

 capital expenditure programs and other expenditures, the allocation of such capital and the timing 
thereof; 

 estimates generally, and the quality and quantity of future revenues derived from the Corporation’s 
reserves; 

 the size of the oil and natural gas reserves of the Corporation and anticipated future cash flows from 
such reserves; 

 performance characteristics of the Corporation’s property and assets; 
 oil and natural gas production levels; 
 planned development of oil and gas properties; 
 projections of commodity prices, foreign currency exchange rates and interest rates and costs; 
 supply and demand for crude oil and gas; 
 expectations regarding the Corporation’s ability to raise capital and to continually add reserves 

through acquisitions, exploration and development; 
 schedules and timing of certain projects and the Corporation’s strategy for growth; 
 treatment under governmental and other regulatory regimes and tax, environmental and other laws; 
 treatment of contractual obligations of the Corporation and its joint venture partners; 
 expectations regarding the Baghlan Default;  
 schedules and timing of certain projects and the Corporation’s strategy for growth; 
 the Corporation’s future operating and financial results; 
 estimated abandonment and reclamation costs and the timing thereof; 
 the tax horizon of the Corporation;  
 the Corporation’s future business strategy with respect to, among other things, greenfields, 

development plans and redevelopment; 
 dependence on personnel; and 
 operating risk liability. 

With respect to forward looking statements contained in this Annual Information Form, the Corporation has made 
assumptions regarding: 

 oil and natural gas production levels; 
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 the success of the Corporation’s operations and exploration and development activities; 
 prevailing weather conditions, commodity prices and exchange rates; 
 the availability of labor, services and drilling equipment; 
 the availability of capital to fund planned expenditures; 
 the ability of the Corporation’s partners to consistently fund their share of project expenditures; 
 timing and amount of capital expenditures; 
 general economic and financial market conditions; 
 the success, nature and timing of water flood activities; 
 the ability of the Corporation to secure necessary personnel, equipment and services; 
 government regulation in the areas of taxation, royalty rates and environmental protection;  
 the success of exploration and development activities; and  
 the ability of BEOC to successfully market Bahar Energy’s oil and natural gas products.  

Actual results could differ materially from those anticipated in these forward-looking statements as a result of the risk 
factors set forth below and elsewhere in this Annual Information Form: 

 the Corporation’s inability to raise sufficient proceeds in the future given the Corporation’s substantial 
capital requirements; 

 the inability of the Corporation’s partners’ to raise sufficient working capital to meet their share of 
capital expenditure funding requirements; 

 the Corporation’s operational dependency on other companies; 
 a material decline in crude oil prices; 
 volatility in market prices for oil and natural gas; 
 the Corporation drilling or completing wells that yield uneconomic hydrocarbons reserves; 
 the Corporation’s inability to obtain drilling and completion services and equipment in sufficient time to 

meet expiration deadlines; 
 uncertainties associated with the Corporation’s operations in Azerbaijan, including political and legal 

framework instability; 
 failure to obtain industry partners and other third party consents and approvals, as and when 

required;  
 competition for, inter alia, capital, acquisitions of reserves, undeveloped lands and skilled personnel; 
 liabilities, risks and potential hazards inherent in oil and natural gas operations; 
 uncertainties associated with estimating oil and natural gas reserves; 
 inability to secure labor, services or equipment on a timely basis or on favorable terms; 
 the Corporation’s ability to maintain systems of internal controls; 
 unfavorable weather conditions; 
 incorrect assessments of the value of acquisitions; 
 geological, technical, drilling, completion and processing problems; 
 fluctuations in foreign exchange or interest rates and stock market volatility; 
 general economic and business conditions; 
 a change in the Corporation’s business strategy; 
 failure to realize the anticipated benefits of acquisitions; and 
 the other factors discussed under “Risk Factors” herein. 

Statements relating to “reserves” or “resources” are deemed to be forward-looking statements, as they involve the 
implied assessment, based on certain estimates and assumptions that the resources and reserves described can be 
profitably produced in the future. 

Readers are cautioned that the foregoing lists of factors are not exhaustive.  The forward-looking statements 
contained in this Annual Information Form are expressly qualified by this cautionary statement.  The Corporation does 
not undertake any obligations to publicly update or revise any forward-looking statements other than as required 
under applicable securities law. 
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THE CORPORATION 

The Corporation was formed on November 28, 2007 as “Greenfields Petroleum, Inc.” under the laws of the State of 
Texas.  On April 4, 2008, the Corporation was converted pursuant to a Certificate of Conversion to “Greenfields 
Petroleum LLC”, a limited liability company under the laws of the State of Texas.  Pursuant to a resolution passed by 
the board of Greenfields Petroleum LLC on January 8, 2010, the outstanding units of Greenfields Petroleum LLC were 
split on the basis of 1.5 new units for each outstanding unit.  On February 19, 2010, pursuant to a Certificate of 
Conversion, Greenfields Petroleum LLC was converted to a corporation named “Greenfields Petroleum Corporation” 
under the laws of the State of Delaware. 

On August 18, 2011, the Corporation completed a corporate redomestication from the State of Delaware to the 
Cayman Islands (the “Corporate Redomestication”).  The Corporate Redomestication included three primary steps: 
(i) a merger with a wholly-owned subsidiary incorporated pursuant to the laws of the State of Arizona; (ii) a transfer of 
domicile procedure under Arizona law and continuation procedure under Cayman Islands law; and (iii) a scheme of 
arrangement pursuant to sections 86 and 87 of the Cayman Islands Companies Law (2010 Revision). 

Prior to the Corporate Redomestication, the Common Shares were subject to a one year distribution compliance 
period and deemed to be “restricted securities” under United States securities laws and were therefore subject to 
certain restrictions on transfers to U.S. persons (“Resale Restrictions”).  As such, all certificates evidencing the 
Common Shares (“Share Certificates”) bore a restrictive transfer legend and the Corporation’s trading symbol on the 
TSXV contained an “.S” qualifier to alert investors to the existence of the Resale Restrictions.  As a result of the 
Corporate Redomestication, the Corporation qualifies as a “foreign private issuer” for the purposes of the United 
States securities laws, resulting in no restrictive transfer legend on Share Certificates currently outstanding, the “.S” 
qualifier not applying to the Common Shares, and the trading symbol of the Corporation and the Common Shares 
becoming generally freely tradeable by its U.S. shareholders. 

The head office of the Corporation is located at Suite 227, 211 Highland Cross Drive, Houston, Texas, 77073, U.S.A., 
and the registered office is located at 190 Elgin Avenue, George Town, Grand Cayman  KY1-9005, Cayman Islands. 
 

INTERCORPORATE RELATIONSHIPS 

Intercorporate Relationships 

The Corporation’s corporate structure parallels its United States and international oil and gas activities. 

The Corporation owns 100% of Greenfields Petroleum Holdings Ltd., a British Virgin Islands company, through which 
it conducts its international oil and gas activities, and whose registered office is located at 56 Administration Drive, 
Wickhams Cay 1, Road Town, Tortola, British Virgin Islands. 

Greenfields Petroleum Holdings Ltd. owns 100% of the outstanding shares of Greenfields Petroleum International 
Company Ltd. (“GPIC”), a British Virgin Islands company, whose registered office is located at 56 Administration 
Drive, Wickhams Cay 1, Road Town, Tortola, British Virgin Islands.  The principal asset of GPIC is its ownership of 
33.33% of the outstanding shares in Bahar Energy, a company formed in the Jebel Ali Free Zone, Dubai, UAE whose 
registered office is LOB 15 514, P.O. Box 17870, Jebel Ali Free Zone, Dubai, UAE.  Bahar Energy is one of the 
Contractor Parties under the ERDPSA in Azerbaijan and owns an 80% participating interest in the ERDPSA.  BEOC 
is currently owned 100% by Bahar Energy, subject to a 20% interest transferrable to SOA, effective as of October 1, 
2010, upon completion of the final legal documentation for the assignment, which has not yet been completed at 
SOA’s election.  BEOC is a company formed in the Jebel Ali Free Zone, Dubai, UAE for the purpose of acting as 
operator under the ERDPSA on behalf of the Contractor Parties, and whose registered office is LOB 15 514, 
P.O. Box 17870, Jebel Ali Free Zone, Dubai, UAE. 

The relationship between the Corporation and its related companies is set forth in the following organizational chart: 
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Bahar Energy Governance 

Prior to 2012, Bahar Energy was owned 33.33% by RAFI, 33.34% by Baghlan and 33.33% by GPIC.  In 2012, 
Baghlan acquired RAFI’s 33.33% interest in Bahar Energy, such that Bahar Energy is now owned 66.67% by Baghlan 
and 33.33% by GPIC.  The representation of GPIC on the Bahar Board and the voting procedures on the Bahar Board 
were not impacted by the sale. 

GPIC holds 166,650 shares of Bahar Energy with par value of Arab Emirates Durham 100 each.  Bahar Energy is 
governed by its Memorandum of Association and Articles of Association as filed with the Jebel Ali Free Zone Authority 
in Dubai, UAE, and the Bahar Shareholders’ Agreement.  See “Material Contracts”. 

In 2014, Baghlan failed to make payments to Bahar Energy under its 2014 Loan Agreement in the amount of 
approximately $16.5 million.  Furthermore, certain charges made by Baghlan to BEOC were disallowed, resulting in a 
deficiency under Baghlan’s 2011 and 2013 Loan Agreements in the amount of approximately $4.3 million.  Under the 
Bahar Shareholders Agreement, GPIC was required to fund Baghlan’s defaulted amounts (the “Baghlan Default”), 
and did so by way of default loan agreements with Bahar Energy.  As a result of such funding, and in accordance with 
the terms of the Bahar Shareholders Agreement, the right to vote of any directors appointed by Baghlan to the board 
of directors of Bahar Energy was suspended, and will remain suspended until Baghlan cures the Baghlan Default.  
Additionally, and in accordance with the terms of the Bahar Shareholders Agreement: 

a. all of Baghlan’s loans to Bahar Energy became “last in” loans and will not be repaid by Bahar Energy until all 
amounts outstanding under all of GPIC’s loans to Bahar Energy, including default loan amounts, have been 
paid by Bahar Energy to GPIC in full, regardless of when such loans were made my Baghlan; and 

b. Baghlan is deemed to have assigned to GPIC a share of its dividends equal to the sum of: (i) the Baghlan 
Default; (ii) the cost of funding (as defined in the Bahar Shareholders Agreement) of such Baghlan Default; 
and (iii) a default rate of 4% on such Baghlan Default computed from and including the date on which the 
Baghlan Default was funded by GPIC to, but excluding, the date Baghlan remedies the default. 

In 2014, receivers were appointed to take over the share capital of Baghlan pursuant to an equitable mortgage over 
the shares of Baghlan related to a third party Baghlan financial transaction.  The receivers are conducting a sale and 
have advised that no funds will be forthcoming from Baghlan for Bahar Energy until Baghlan or its interest in Bahar 
Energy is sold.  The receivers have further advised that expressions of interest were due on April 7, 2014, and that 
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negotiations related to a sale are underway. As of the date hereof, the Corporation believes such negotiations remain 
ongoing.  

Bahar Energy Memorandum and Articles of Association 

The Memorandum and Articles of Association of Bahar Energy contain basic formation and governance provisions, 
the most significant of which is the requirement that all resolutions put to a vote of the Bahar Shareholders must be 
approved by unanimous vote of the Bahar Shareholders. 

Description of the Bahar Shareholders’ Agreement 

In order to regulate the operation and management of Bahar Energy, the Bahar Shareholders entered into the Bahar 
Shareholders’ Agreement.  The Bahar Shareholders’ Agreement contains the following terms: 

1. Shareholders 

The Bahar Shareholders’ Agreement recognizes that the Bahar Shareholders are the supreme authority of Bahar 
Energy, and provides for both annual and extraordinary general meetings.  The Bahar Shareholders’ Agreement is 
subject to the Memorandum and Articles of Association of Bahar Energy, which requires that all resolutions put to a 
vote of the Bahar Shareholders be approved by unanimous vote. 

2. Board 

Each Bahar Shareholder holding at least 25% of the outstanding shares in Bahar Energy is entitled to appoint one 
director to the Bahar Board.  The original three Bahar Shareholders, however, are at all times entitled to appoint one 
director to the Bahar Board, for so long as such Bahar Shareholder holds at least 8% of the outstanding shares of 
Bahar Energy. 

Decisions of the Bahar Board are to be made by unanimous vote of the directors, except in the following instances: 

(a) If the Bahar Board cannot reach a unanimous decision to approve an annual work program and 
budget consistent with the obligations of the ERDPSA, then the proposal capable of satisfying the 
minimum work and production obligations for the calendar year in questions that receives the highest 
percentage vote shall be deemed approved by the board as the annual work program and budget. 

(b) If the Bahar Board cannot reach a unanimous decision regarding dividends, then the proposal 
receiving the highest percentage vote will prevail. 

Bahar Board meetings are held at least quarterly.  Currently, since the right to vote of directors appointed by Baghlan 
is suspended, “quorum” and “unanimous vote” is determined with respect to the directors having a right to vote. 

3. Officers 

The Bahar Board is responsible for appointing the President of Bahar Energy, who in turn is responsible for appointing 
all other officers and staff. 

4. Annual Work Program and Budget 

The Bahar Board must each year approve an annual work program and budget consistent with the minimum work and 
production requirements of the ERDPSA. 

5. Working Capital 

The Bahar Shareholders’ Agreement provides that the preferred method of financing the costs of Bahar Energy is by 
limited recourse third party financing.  Should third party financing not be available, the Bahar Board and Bahar 
Shareholders may elect to offer additional shares of Bahar Energy to the Bahar Shareholders.  Shares of Bahar 
Energy not subscribed for by one Bahar Shareholder will be offered to the other Bahar Shareholders, meaning that 
the interest of a Bahar Shareholder not subscribing will be subject to dilution.  In the event that Bahar Energy is not 
able to procure third party financing and does not elect to raise additional funds by way of the issuance of additional 
shares, the Bahar Shareholders shall provide such funds to Bahar Energy by way of a shareholder loan facility.  In 
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2015, the Bahar Shareholders intend to fund Bahar Energy through shareholder loans, although reserve based 
lending is being sought by the Bahar Shareholders.   

6. Dividend Policy 

All profits available for distribution at the end of each fiscal year will be distributed by way of dividend to the Bahar 
Shareholders, subject to the retention of sufficient cash to meet normal and foreseeable working capital requirements, 
including any annual work program and budget and minimum work and production obligations under the ERDPSA. 

7. Transfers 

Shares of Bahar Energy may be transferred to affiliates of the Bahar Shareholders; however, any other proposed 
share transfers are subject to a right of first offer to the other Bahar Shareholders. 

GENERAL DEVELOPMENT OF THE BUSINESS 

Year Ended 2012 

On May 30, 2012, the Corporation closed the public offering of the Debentures for aggregate gross proceeds of 
CAD$23,725,000.  The Corporation issued CAD$23,725,000 aggregate principal amount of Debentures, at a price of 
CAD$1,000 per Debenture, which includes the exercise, in part, of an option granted to the underwriters to purchase 
up to an additional CAD$5,000,000 aggregate principal amount of Debentures at a price of CAD$1,000 per 
Debenture.  Pursuant to the sale of the Debentures, the Corporation entered into a debenture indenture (“Debenture 
Indenture”) dated May 30, 2012 with Alliance Trust Company, providing for the issue of the Debentures. 

The Debentures bear interest at 9.0% per annum, payable semi-annually in arrears on May 31 and November 30 
commencing on November 30, 2012 and will mature and be repayable on May 31, 2017 (the “Maturity Date”). 

Each CAD$1,000 principal amount of the Debentures is convertible at the option of the holder at any time prior to the 
close of business on the earlier of the business day immediately preceding the Maturity Date and, if applicable, the 
last business day immediately preceding the date fixed for redemption, into approximately 117 Common Shares, 
based on a conversion price of CAD$8.55 per Common Share (the “Conversion Price”), subject to certain 
anti-dilution provisions.  Holders who convert their Debentures will receive accrued and unpaid interest for the period 
from the date of the latest interest payment date to the date of conversion. 

The Debentures will not be redeemable by the Corporation before May 31, 2015.  On and after June 1, 2015 and prior 
to Maturity Date, the Debentures may be redeemed in whole or in part from time to time at the option of the 
Corporation on not more than 60 days and not less than 40 days prior notice, at a price equal to their principal amount 
plus accrued and unpaid interest, provided that the weighted average trading price of the Common Shares on the 
TSXV for the 20 consecutive trading days ending five trading days preceding the date on which the notice of 
redemption is given is at least 125% of the Conversion Price. 

Azerbaijan 

During the year ended December 31, 2012, Bahar Energy prepared platform 2 in the Gum Deniz Oil Field and #196 
well in the Bahar Gas Field for receiving the drilling rig PSG-1 and workover rig PSG-2, respectively.  These upgrades 
to the existing structures enabled Bahar Energy to spud the #715 well in the Gum Deniz Oil Field on December 14, 
2012, and begin working over the #196 well on November 25, 2012. 

A land rig was brought in to develop the Gum Deniz Oil Field’s #601 well, which successfully placed 70 bbl/d on 
production.  The land rig was subsequently released. 

Two 14,600 bbl storage tanks were completed and put into service. 

Kansas 

GFPI sold its interest in the Kansas Assets effective September 1, 2012, retaining a right to participate in certain wells 
until October 1, 2013, with a net distribution to the Corporation of $95,000. 
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Year Ended 2013 

Gross field production for the fourth quarter of 2013 averaged 1,832 bbl/d for oil and 27,171 Mcf/d for natural gas or 
approximately 6,693 boe/d, an increase of 12% over third quarter production on a boe basis. At year end 2013, BEOC 
had made significant progress toward achieving the 90 day TPR1 production level of 6,944 boe/d.  The year-end 2013 
production was 7,045 boe/d versus 3,483 boe/d at the beginning of 2013.   

During 2013, BEOC drilled a total of 3.5 development oil wells in the Gum Deniz Oil Field. 

Well workover activities conducted in 2013 included a total of 84 well maintenance and workover procedures.  Capital 
workovers in the Bahar Gas Field were responsible for production growth of approximately 20 MMcf/d from 10 MMcf/d 
at year-end 2012 to 30 MMcf/d at year-end 2013.  Capital workovers and newly completed wells in the Gum Deniz Oil 
Field were responsible for a 300 bbl/d growth in oil production net of production declines during 2013 to 1,854 bbl/d at 
year-end 2013 versus 1,548 bbl/d at year-end 2012.   

A total of seven platforms were refurbished and facilities updated during 2013 to support drilling and workover 
activities. A total of 8 capital workovers were conducted in the Bahar Gas Field.  
 
In the exploration area (Bahar-2), the Contractor Parties are required by the ERDPSA to: (a) acquire a minimum of 
60 square kilometers of 3D seismic (estimated cost to the Corporation of $1,550,000); and (b) drill at least one 
exploration well. The Contractor Parties acquired the above referenced seismic in 2012, but did not drill the required 
exploration well within the exploration period of three years from the effective date of the ERDPSA.  The acquisition of 
the seismic took longer than planned due to poor weather conditions and contractor delays.  The failure to drill the 
required well gives SOCAR the right to terminate the Contractor Parties rights for the Exploration Area.  Bahar Energy 
has continued to assess the economic merit of drilling an exploration well based on the results of the analysis of the 
3D seismic data.  The Contractor Parties submitted to SOCAR a 2014 exploration budget for additional evaluation 
studies of the prospectivity of the exploration area, which was approved by SOCAR.  Prior to any proposed drilling an 
exploration well, an extension to the exploration period will be obtained from SOCAR.   
 
During 2013, the Corporation completed two separate equity financings for total gross proceeds of CAD$9.6 million 
(approximately $9.2 million at the time of closing).  On June 25, 2013, the Corporation completed a non-brokered 
private placement of 2,000,000 Common Shares at a price of CAD$3.40 per Common Share for gross proceeds of 
CAD$6.8 million (approximately $6.5 million at the time of closing).  On July 9, 2013, the Corporation completed a 
brokered offering of 821,800 Common Shares at a price of CAD$3.40 per Common Share for gross proceeds of 
approximately CAD$2.8 million (approximately $2.65 million at the time of closing). 

On November 25, 2013, the Corporation executed a $25.0 million loan facility (“First Loan”) through an arm’s length 
third party (the “First Lender”).  The funds available under the First Loan are intended to be used primarily to finance 
the Corporation’s ongoing development operations in Azerbaijan as it relates to the Gum Deniz Oil Field and Bahar 
Gas Field. 

Pursuant to the terms of the loan agreement (the “First Loan Agreement”) among the First Lender, the Corporation, 
Greenfields Petroleum Holdings Ltd. and Greenfields Petroleum International Company Ltd., as guarantors, the 
Corporation is entitled to draw up to an aggregate of $25.0 million in tranches based upon the achievement of certain 
operational milestones, as set forth in the First Loan Agreement.  The amount drawn under the First Loan bears 
interest at rates between 15% and 20%.  The First Loan has a maturity date of December 31, 2015.  The First Loan is 
subject to a 2.5% cash structuring fee payable on each tranche advance in accordance with the First Loan 
Agreement. 

In consideration of the First Loan, the Corporation agreed to issue to the First Lender common shares of the 
Corporation as bonus shares (the “Bonus Shares”).  The Bonus Shares are subject to resale restrictions expiring four 
months from the date of issuance.  On closing the First Loan, the Corporation issued 524,476 Bonus Shares to the 
First Lender.  The Corporation has issued a total of 652,462 Bonus Shares to the First Lender as at December 31, 
2013.  Subsequent to the closing of the $25.0 million loan facility with the First Lender and the Corporation exercised 
its option to drawdown an initial $5.0 million advance in December 2013. 
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Year Ended 2014 

Operations 

On January 31, 2014, BEOC informed SOCAR that they had maintained an average rate of 7,081 boe/d for the 
previous 92 consecutive days in satisfaction of the TPR1 requirement under the ERDPSA.  This production milestone 
has been acknowledged by SOCAR with official notice still pending, which, upon receipt by Bahar Energy, will trigger 
the $2.0 million bonus obligation of Bahar Energy ($667,000 net to the Corporation).   By satisfying the TPR1 
requirement, the Contractor Parties have secured their rights under the ERDPSA to the full 25 year development and 
production period. 

On April 17, 2014, BEOC informed SOCAR that the TPR2 requirement under the ERDPSA was achieved on March 
31, 2014.  With that obligation met, SOA, with a 20% interest in the Bahar project, was obligated to begin paying its 
share of project costs April 1, 2014.  SOA’s carry balance, which totaled approximately $35.0 million at the end of first 
quarter of 2014, continues to be reimbursed out of SOA’s share of entitlement petroleum revenues allocated to cost 
recovery from the Rehabilitation Area.  SOA has failed to meet its obligation to fund the 20% share of the Bahar 
project expenditures from the April 1, 2014 effective date. 

Financing Activities 

The Corporation exercised the option to draw down the remaining advances under the First Loan Agreement for the 
aggregate amount of $20.0 million and issued an additional total of 548,165 Bonus Shares to the First Lender in 2014. 

On June 27, 2014, the Corporation executed a $21.0 million loan facility (“Second Loan”) through an arm’s length 
third party (the “Second Lender”).  The funds available under the Second Loan are intended to be used to finance 
GPIC’s obligation to fund the Baghlan Default. 

Pursuant to the terms of the loan agreement (the “Second Loan Agreement”) between the Second Lender and the 
Corporation, the Corporation is entitled to draw up to an aggregate of $21.0 million for the purpose of enabling GPIC 
to fund the Baghlan Default.  The amount drawn under the Second Loan bears interest at the rate of 12% per annum 
and has a maturity date of June 30, 2018.  As at December 31, 2014, the Corporation had drawn down $18.5 million 
of the loan facility. 

Corporate Activities 

Greenfields Petroleum Holdings Ltd. sold its interest in two inactive companies, South Caspian Service Company Ltd. 
on January 23, 2014, and Greenfields Petroleum (Indonesia) Company Ltd. on February 12, 2014, each for a nominal 
amount with an effective date for each sale of December 31, 2013.   

On April 28, 2014, the Corporation sold its 5% interest in GFPI-USA, LLC for a nominal amount with an effective date 
of January 1, 2014. 

Subsequent to Year Ended 2014 

In February 2015, the Corporation drew down an additional $2.3 million on the Second Loan Agreement for a 
cumulative drawdown of $20.8 million of the $21.0 million loan facility. 

 

NARRATIVE DESCRIPTION OF THE BUSINESS 

General 

The Corporation is a junior oil and natural gas company focused on the development and production of proved oil and 
gas reserves principally in Azerbaijan.  The Board of Directors and management of the Corporation are experienced 
in financing and operating international oil and gas companies and are believed to possess the requisite technical 
skills and business acumen to operate in diverse international environments. 

The Corporation also plans to expand its oil and gas assets through farm-ins and acquisitions of PSA’s from foreign 
governments of previously discovered but undeveloped international oil and gas fields, also known as “greenfields”.  
Greenfields are characterized by existing proven hydrocarbons which require further delineation or infrastructure (as 
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opposed to wildcat exploration), have current production or near term production, and frequently contain significant 
potential exploration upside.  The Corporation has identified over nine hundred greenfields worldwide, some of which 
the Corporation expects to focus on, and particularly in areas where the management of the Corporation has past 
operating experience and local relationships. 

The Corporation was formed by the former management team of GFI after GFI’s successful sale to Salamander 
Energy, PLC, a South East Asia focused oil and gas company, in March 2008.  Continuing the strategy of pursuing 
greenfields opportunities, the Corporation identified and captured the ERDPSA containing the Bahar Gas Field and 
Gum Deniz Oil Field located in the shallow waters of the Caspian Sea directly offshore of Azerbaijan.  The historical 
results of operations and performance of GFI should not be relied upon as an indicator of how the Corporation will 
perform in the future. 

Business Strategy in Azerbaijan 

Management’s strategy in the Bahar Gas Field and the Gum Deniz Oil Field is to increase existing production and 
develop previously discovered proved undeveloped reserves.  Management of the Corporation intends to accomplish 
its plan of development by implementing modern production techniques, including: 

(a) repairing and upgrading platforms and facilities; 

(b) introducing high rate gas compression; 

(c) installing down hole electric submersible pumps; 

(d) utilizing modern completion techniques not associated with Soviet style oil and gas field operations; 

(e) completing previously unperforated pay zones in existing wellbores; 

(f) capitalizing on understanding of reservoirs gained from analysis of data from over 700 previous wells 
drilled; and 

(g) sidetracking existing wellbores and drill new development wells using modern seismic data. 

Plan of Development 

Development Plan for Bahar Gas Field  

Bahar Energy’s activity plan for the Bahar Gas Field is divided into three phases.  Due to the large number of 
available wellbores, no new wells were planned to be drilled in the first three phases, although early workover success 
may encourage earlier sidetracking and drilling.  Repair and recompletion of existing wells has increased the 
production and developed additional reserves.  Due to the number of the existing facilities, only upgrades to such 
facilities are planned where production and reserves can be added.  The principal objectives are as follows for the 
near term program: 

(a) to increase daily production and develop additional reserves from the existing active wells; 

(b) to increase daily production and develop additional reserves from zones found behind pipe in existing 
wellbores; 

(c) to increase daily production and develop additional reserves from zones via a sidetrack program to 
allow for access into zones not available in the existing wellbores found inside the field; and 

(d) to raise field daily production to over 110 MMcf/d of gas. 

In Phase 1, 16 existing producing wells are included in the recompletion program.  Platforms will be upgraded as 
necessary to enable workovers.  If problems are identified, selected facilities will be modified. 

In Phase 2, recompletion activities on approximately 53 wells are planned in zones that have not previously been 
perforated and produced.  Many of the wells in the Bahar Gas Field have more than seven separate pay zones, and a 
large number of proved developed non-producing (behind pipe) reserves remain unproduced throughout the field. 
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Phase 3 is expected to focus on drilling or sidetracking approximately 7 wells to access deeper zones that have yet to 
be perforated and produced. 

A successful program of workovers and recompletions has been implemented in the Bahar gas field as outlined in 
Phase 1 and part of Phase 2 of Bahar Energy’s development plan for the Bahar Gas Field.  We will continue the 
program of recompletions and add new recompletion opportunities to the program as a result of a current field study 
of the Bahar Gas Field being undertaken by ERA.  Also, the acquisition of 50 km of 2D Seismic in the first and second 
quarters of 2015 should assist in identifying areas of the field warranting additional development  

Development Plan for Gum Deniz Oil Field 

Bahar Energy’s near term activity plan is divided into four phases of specific work.  Due to the number of available 
wellbores no new well drilling has been planned until Phase 3.  The main objectives are as follows for the near term 
program: 

(a) execute a well optimization program to increase daily production during the first six months; 

(b) execute a recompletion program to increase daily production and to add proved producing reserves; 

(c) drill up to 32 wells from existing platforms.  Four wells of this program have been completed. 

(d) install four new platforms and drill up to 55 new development wells to develop reservoirs found in 
areas of the field that could not be accessed from the causeway development program; and 

(e) increase daily production to approximately 12,500 bbl/d or approximately 30% of the level previously 
established in the field. 

In Phase 1, an aggregate of 24 well optimization upgrades were planned on active producing wells, and focused on 
replacing failed tubing and place downhole electric submersible pumps on selected wells.  The Phase 1 program has 
been completed. 

Phase 2 includes recompletion activities in zones of wells that have not previously been perforated and produced.  An 
aggregate of 25 recompletions are planned in Phase 2.  In practice, more than 50 recompletions have been 
conducted to date, and additional recompletion opportunities have been identified.  This work will continue in parallel 
with the Phase 3 drilling program. 

Phase 3 includes drilling approximately 32 wells from existing platforms to access zones that have yet to be 
perforated and produced.  These wells are often deeper than the existing wellbores.  In addition, Bahar Energy plans 
to construct and install 4 new offshore platforms.  To date, two existing oil platforms have been refurbished and five 
new wells have been drilled and completed, including one land-based well drilled on Gum Island that was not in the 
original development plan. 

Phase 4 includes drilling up to 55 new development wells in the oil field.  The Corporation will utilize new directional 
drilling technology to access parts of the field that could not previously be reached from the Soviet causeway systems.  
On the southeastern portion of the field, it is anticipated that one of the platforms will be used to expand the field area 
that is currently only partially developed. 

We will continue the program of recompletions and add new recompletion opportunities to the program as a result of 
the recently acquired 95 km2 of 3D Seismic.  The seismic will be processed at the PGS Almaty facility in Almaty, 
Kazakhstan and should assist in identifying areas of the field warranting additional development.  The seismic will be 
integrated into an updated drilling program scheduled to start in 2016. 

Description of the ERDPSA 

Terms of the ERDPSA 

Pursuant to the ERDPSA, the Contractor Parties are obligated to: 

(a) pay SOCAR a signing bonus of $2,000,000 ($666,667 net to the Corporation) within 30 days after the 
effective date of the ERDPSA, which signing bonus was received by SOCAR on October 28, 2010; 
and 
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(b) pay annual acreage fees to SOCAR for three years (or four years if the exploration period is 
extended) in the amount of $216,000 per annum ($72,000 per annum net to the Corporation). 

These bonus and acreage fees are not recoverable by Bahar Energy from production revenue pursuant to the 
ERDPSA. 

Pursuant to the ERDPSA, the Contractor Parties are required to increase production in the specified rehabilitation 
area in the Gum Deniz Oil Field and the Bahar Gas Field (the “Rehabilitation Area”) within three years from 
SOCAR’s approval of the rehabilitation and production program (the “Rehabilitation and Production Program”) 
related to the Rehabilitation Area, which approval was received on June 22, 2011, to 1.5 times the 2008 production 
levels from the Bahar Gas Field and the Gum Deniz Oil Field of each of oil and natural gas (the “Target Production 
Rate 1” or “TPR1”).  For the purposes of the ERDPSA, the parties have acknowledged the 2008 production levels of 
the Gum Deniz Oil Field and the Bahar Gas Field were 1,233 bbl/d and 18.8 MMcf/d, respectively, approximately 
4,629 boe/d.   

On January 31, 2014, BEOC informed SOCAR that BEOC had maintained an average rate of 7,081 boe/d for the 
previous 92 consecutive days, thus meeting TPR1.  As a result of meeting TPR1, Bahar Energy will pay a bonus of 
$2,000,000 to SOCAR ($667,000 net to the Corporation) in 2015 upon receipt of the official notice from SOCAR.  This 
payment is not recoverable by Bahar Energy from production revenue pursuant to the ERDPSA.  Failure to reach the 
Target Production Rate 1 within three years could have resulted in the termination of Bahar Energy’s rights in respect 
of the Rehabilitation Area at SOCAR’s discretion. 

In 2012, SOCAR and the Contractor Parties entered into a protocol relative to the ERDPSA which established a 
mechanism for converting gas to a boe for the purpose of calculating the above referenced 2008 production levels 
and the Target Production Rate such that 5,559 scf of gas equals one boe (5,559 scf/boe). 

In the Exploration Area of the ERDPSA, the Contractor Parties are required to: 

(a) acquire a minimum of 60 square kilometers of 3D seismic (estimated cost to the Corporation is 
$1,550,000); and 

(b) drill at least one exploration well. 

The Contractor Parties acquired the above referenced seismic in 2012, but did not drill the required exploration well 
within the exploration period of three years from the effective date of the ERDPSA.  The failure to drill such well gives 
SOCAR the right to terminate the Contractor Party’s rights in respect of the specified exploration area in the Gum 
Deniz Oil Filed and the Bahar Gas Field (the “Exploration Area”).  Bahar Energy will continue to assess the 
economic merit of drilling an exploration well based on the results of the analysis of the 3D seismic data.  Prior to the 
drilling of any proposed exploration well, however, Bahar Energy will obtain an extension of the exploration period 
from SOCAR. 

In the event that either the Rehabilitation Area or Exploration Area is terminated, Bahar Energy will not be able to 
recover costs incurred in relation to such area under the ERDPSA. 

Bahar Energy has the obligation to carry the costs attributable to SOA’s 20% participating interest in respect of: 

(a) operations in the Rehabilitation Area from the effective date of the ERDPSA until the production from 
the Rehabilitation Area equals two times the 2008 production levels described above (“Target 
Production Rate 2” or “TPR2”); and 

(b) operations in the Exploration Area from the effective date of the ERDPSA until the commencement 
date of commercial production from the Exploration Area (collectively, the “Carry”). 

These costs carried by Bahar Energy on behalf of SOA are to be repaid from SOA’s share of cost recovery petroleum 
from the Rehabilitation Area and the Exploration Area.  Further, as the Rehabilitation Area is currently producing both 
oil and natural gas, 5% of the production (referred to as “Compensatory Petroleum”) for the first three years of the 
ERDPSA is to be delivered to SOCAR as Compensatory Petroleum.  The percentage increases to 10% of production 
commencing in the fourth year of the ERDPSA until the amount of production delivered is the equivalent of 
1,242,000 bbl of oil and 22.2 Bcf of gas.  After this threshold is reached, no additional Compensatory Production is 
required to be delivered to SOCAR. 
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On April 17, 2014, BEOC informed SOCAR that the TPR2 requirement under the ERDPSA was achieved on March 
31, 2014.  With that obligation met, SOA, with a 20% interest in the Bahar project, was obligated to begin paying its 
share of project costs April 1, 2014.  SOA’s carry balance, which totaled approximately $35.0 million at the end of first 
quarter of 2014, continues to be reimbursed out of SOA’s share of entitlement petroleum revenues allocated to cost 
recovery from the Rehabilitation Area.  SOA has failed to meet its obligation to fund the 20% share of the Bahar 
project expenditures from the April 1, 2014 effective date. 

Production revenue under the ERDPSA is allocated as follows: 

(a) the Contractor Parties recover operating costs; 

(b) the Contractor Parties recover capital costs up to a maximum of 50% of sales revenue after deducting 
operating costs.  Unrecovered capital costs are considered to be financed, and these are carried 
forward and earn interest equal to LIBOR plus 4% of the amount of any unrecovered capital costs; 
and 

(c) the balance of sales revenue (“Profit Oil”) is split between SOCAR and the Contractor Parties based 
on a series of factors. 

This mechanism for dividing Profit Oil, including the proportions allocated to SOCAR and the Contractor Parties, is 
comparable to other Azerbaijan PSAs. 

There is neither a minimum nor a maximum restriction on the revenues that may accrue to Bahar Energy with respect 
to the division of revenues between SOCAR, SOA and Bahar Energy. 

Economic Stabilization 

Pursuant to the economic stabilization clause of the ERDPSA, in the event that any government authority in 
Azerbaijan adversely affects the rights of Bahar Energy under the ERDPSA, SOCAR has agreed to re-establish the 
economic equilibrium of the parties. 

Tax 

Pursuant to the ERDPSA, a tax credit equivalent to 22% of the profit is paid by SOCAR, on behalf of the Contractor 
Parties, to the government of Azerbaijan.  The Corporation anticipates that it will not be in a tax paying position in the 
U.S. for at least four to six years but that such taxes can be partially offset by the aforementioned tax credit.  In 
addition, the Contractor Parties are exempt from all other taxes, duties and royalties in Azerbaijan, other than certain 
customs fees, personal income tax and contributions to the state social insurance funds of Azerbaijan. 

Facilities Access and Environmental Matters 

Pursuant to the ERDPSA, the Contractor Parties have complete access during the term of the ERDPSA to all existing 
wells and facilities necessary to carry out operations in the Bahar Gas Field and Gum Deniz Oil Field.  SOCAR has 
agreed to indemnify the Contractor Parties for all environmental conditions prior to the effective date of the ERDPSA 
and SOCAR has assumed all remediation obligations for these environmental liabilities.  An environmental 
assessment and baseline was completed by Bahar Energy to establish conditions as at the effective date of the 
ERDPSA. 

Governing Law 

The ERDPSA is governed by principles of law common to the laws of Azerbaijan and English law and, to the extent 
that no common principles exist, in accordance with the laws of the Province of Alberta (except for laws regarding 
conflict of laws).  In addition, the ERDPSA contains provisions for international dispute resolution, arbitration, 
confidentiality, waiver of sovereign immunity, and economic stabilization for the protection of the foreign contractor. 

Force of Law 

The terms of the ERDPSA provide that, since the ERDPSA has been ratified by the Parliament of Azerbaijan, it has 
the force of law in Azerbaijan and became effective as at October 1, 2010. This is a feature that management of the 
Corporation believes will provide greater protection from changes in local law than is provided by other PSAs in 
Azerbaijan that do not share that feature. 
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Parent Company Guarantee 

To satisfy a condition precedent under the ERDPSA, the Bahar Shareholders, including the Corporation’s subsidiary 
GPIC, executed a joint ultimate parent company guarantee dated effective February 19, 2010 (the “Guarantee”) in 
favor of SOCAR, guaranteeing to provide Bahar Energy with all funds necessary for it to fulfill all of its obligations, 
financial or otherwise, under the ERDPSA.  Payment under the Guarantee is due only after a default by Bahar Energy 
under the ERDPSA has been established pursuant to an arbitration award against Bahar Energy.  Any dispute under 
the Guarantee is to be resolved by arbitration in the same manner as provided for in the ERDPSA. 

Government Guarantee 

In connection with the ERDPSA and pursuant to the guarantee provided by the Government of Azerbaijan to the 
Contracting Parties (the “Government Guarantee”), the Government of Azerbaijan has guaranteed, among other 
things: 

(a) the rights granted or to be granted by SOCAR to the Contractor Parties under the ERDPSA; 

(b) those obligations undertaken or to be undertaken by SOCAR under the ERDPSA; 

(c) that SOCAR has the authority to grant the rights to the Contractor Parties under the ERDPSA; 

(d) that the Government of Azerbaijan shall not enter into treaties, intergovernmental agreements or 
other arrangements that would diminish or infringe upon the rights and interests of the Contractor 
Parties under the ERDPSA; 

(e) that none of the Contractor Parties’ rights, interests or property shall be expropriated, nationalized or 
taken by reason of any act of any authority of the Government of Azerbaijan; and 

(f) that no grant of rights to explore for and develop reserves in the area governed by the ERDPSA shall 
be given or permitted to be given to any parties other than the Contractor Parties during the term of 
the ERDPSA, or any extension thereof. 

In addition, the Government of Azerbaijan has agreed and undertaken to take all measures necessary within the 
framework of its authority to ensure that all rights, privileges and exemptions granted under the ERDPSA and the 
Government Guarantee have full legal force and effect.  The Government Guarantee is governed by the same choice 
of law and dispute resolution mechanism as the ERDPSA. 

Operational Matters 

Description of the Joint Operating Agreement 

BEOC was formed pursuant to the terms of the ERDPSA as an operating company to conduct the operations under 
the ERDPSA on behalf of the Contractor Parties.  For the purpose of regulating operations and the relations between 
the Contractor Parties and BEOC in the exercise of each of their respective rights and obligations under the ERDPSA, 
Bahar Energy, SOA and BEOC entered into the Joint Operating Agreement which contains, among other things, the 
following terms: 

1. Participating Interests:  All rights, obligations and interests under the ERDPSA, including the production 
attributable thereto, will be held by the Contractor Parties in accordance with their participating interests as 
follows: 

SOA 20% 
Bahar Energy 80% 

The obligations of the Contractor Parties under the ERDPSA will be charged to a joint account and paid by 
each as to its participating interest except as are attributable to bonus payments and other specified 
expenses to be paid by Bahar Energy only, including costs attributable to the Carry. 

2. Operating Company:  Operations under the ERDPSA and Joint Operating Agreement will be conducted by 
BEOC in accordance with the directions of an established management committee acting in accordance with 
the ERDPSA.  BEOC will represent the Contractor Parties in all dealings with the Government of Azerbaijan 
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relating to the ERDPSA and operations thereunder.  BEOC, as the operating company, will neither suffer a 
loss nor gain a profit as a result of joint operations under the ERDPSA, and will be indemnified by the 
Contractor Parties for liabilities associated therewith.  BEOC is prevented from undertaking any business 
activity except as provided in the Joint Operating Agreement. 

3. Management Committee:  A management committee will be established to supervise operations, including 
approving work programs and budgets relating to exploration and development operations, and will consist of 
one representative appointed by each of SOA and Bahar Energy.  Each representative has a vote equal to 
the participating interest of the Contractor Party such person represents.  Decisions of the management 
committee will be made by the affirmative vote of at least 80% of the participating interests.  Following the 
termination of the Carry, certain limited decisions will require unanimity, including amendment or termination 
of the Joint Operating Agreement or ERDPSA.  The management committee will meet at least twice a year. 

4. Default:  A Contractor Party (except SOA during the period of the Carry) which fails to pay its participating 
interest share of any cash call is deemed to be in default, and may be subject to interest payments, 
production penalties and other restrictions.  Should the default continue for more than 60 days, the defaulting 
party may lose its participating interest to the non-defaulting parties. 

5. Sole Risk:  Provisions are included for sole risk operations, meaning operations permitted to be performed 
exclusively by one party under certain circumstances, with significant penalties to the non-participating party 
should such party desire to participate in the sole risk operation at a later stage. 

6. Assignment:  The assignment of a participating interest by a Contractor Party is subject to a right of first 
refusal of the other Contractor Party exercisable within 30 days of notice.  Assignments to affiliates are not 
subject to such right of first refusal. 

7. Dispute Resolution:  The Joint Operating Agreement is governed by English law, and disputes are resolved 
by an international dispute resolution procedure. 

8. Other Provisions:  In addition to the foregoing, the Joint Operating Agreement contains provisions typical in 
similar agreements, including those relating to insurance, third party claims, work programs and budgets, 
force majeure and confidentiality, which may impose additional obligations on the Contractor Parties and 
BEOC. 

Description of the BEOC Shareholders’ Agreement 

BEOC was formed as a not for profit company pursuant to the terms of the ERDPSA, which requires the 
establishment of an operating company to conduct operations under the ERDPSA on behalf of the Contractor Parties.  
BEOC is currently owned 100% by Bahar Energy, subject to a 20% interest assignable to SOA pursuant to the 
ERDPSA.  In order to regulate the operation and management of BEOC, Bahar Energy, SOA and BEOC entered into 
a shareholders’ agreement (“BEOC Shareholders’ Agreement”), effective October 1, 2010.  The BEOC 
Shareholders’ Agreement contains, among other things, the following terms: 

1. Shareholders:  The BEOC Shareholders’ Agreement recognizes that the shareholders are the supreme 
authority of BEOC, and provides for both annual and extraordinary general meetings.  The BEOC 
Shareholders’ Agreement provides that all resolutions put to a vote of the shareholders may only pass if 
approved by at least 80% of the shares having the right to vote on the relevant matter. 

2. Board:  The board of directors of BEOC is intended to be comprised of five directors, four being appointed by 
Bahar Energy and one by SOA.  At the current time, and at the request of SOC, all directors are appointed by 
Bahar Energy.  Decisions of the board are to be made by affirmative vote of at least 80% of the directors, 
except that the director appointed by SOA shall not have the right to participate in any decisions on matters 
regarding the implementation of work financed by Bahar Energy pursuant to the Carry.  Board meetings will 
be held at least annually. 

3. Officers:  The board is responsible for appointing the President of BEOC, who in turn is responsible for 
appointing all other officers in accordance with the terms of the Joint Operating Agreement. 
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4. Share Transfers:  Shares of BEOC may be transferred only to the extent that a corresponding interest in the 
ERDPSA is transferred.  Conversely, shares of BEOC must be transferred if and to the extent that a 
participating interest in the ERDPSA is transferred. 

5. Compliance with ERDPSA:  BEOC must comply with all instructions of the management committee formed 
under the Joint Operating Agreement and conduct its operations in accordance with the Joint Operating 
Agreement and in compliance with the ERDPSA. 

Pricing and Marketing 

Oil Sales 

In Azerbaijan, SOCAR and any foreign company producers of oil, such as Bahar Energy, negotiate sales contracts 
directly with oil purchasers at selling prices that are generally derived from benchmark crude oil reference prices, such 
as the Brent Index.  Actual selling prices may vary from posted benchmark selling prices to reflect factors such as oil 
quality, prices of competing fuels, distance to market, the value of refined products and the supply/demand balance. 

As agent on behalf of the parties to the Joint Lifting Agreement (the “JLA”) between Bahar Energy, SOCAR and SOA 
that governs the sale of petroleum, BEOC has entered into the Bahar Oil Sales Agreement with SOCAR as the buyer 
for the sale of oil from the ERDPSA.  Pursuant to the Bahar Oil Sales Agreement, SOCAR will purchase the oil 
attributable to production from the ERDPSA and sell an equivalent volume of oil, less capped transportation losses, 
on behalf of the parties to the JLA at the export point as part of larger lots of SOCAR’s export oil.  BEOC will sell the 
oil to SOCAR at the same price that SOCAR receives as the sale price under its export contract, less a one percent 
commission and costs, including transportation, not to exceed certain specified amounts.  The Bahar Oil Sales 
Agreement may be terminated by either party upon 14 days advance notice. 

The Bahar Oil Sales Agreement is governed by the laws of Azerbaijan and contains an international dispute resolution 
procedure, confidentially provisions, and a waiver of sovereign immunity for the protection of the Contractor Parties. 

Through SOCAR, Bahar Energy has access to various pipeline and commercial railcar options to any of the four 
regional export points: Batumi, Georgia by rail cars; Supsa, Georgia by Western pipeline; Novorossiysk, Russia by 
Northern pipeline; or Ceyhan, Turkey by BTC pipeline.  From these ports, the Bahar Energy 33 degree API crude will 
trade at a percentage of the Brent crude price benchmark. 

The Corporation believes that each of these transportation alternatives and quality adjustments will result in a net 
price at the field of approximately 93% of the Brent crude price benchmark. 

Gas Sales 

BEOC, as agent on behalf of the parties to the JLA, has entered into the Bahar Gas Sales Agreement with SOCAR as 
the buyer for the sale of gas from the Bahar Gas Field. 

The five year take-or-pay Bahar Gas Sales Agreement commenced on October 1, 2010 and is renewable by mutual 
agreement.  The agreement provides for a minimum gas price of $140 per 1,000 scm (approximately $3.96 per Mcf) 
with a three year “Buildup Period” and two year “Firm Period”.  The gas price is not subject to escalation over the five 
year term.  The first three years of the contract period allow the Contractor Parties to develop the Bahar Gas Field and 
increase the volume of gas deliveries to the buyer under the Bahar Gas Sales Agreement.  All volumes correctly 
nominated by the Contractor Parties are subject to a take or pay by SOCAR. 

The final two years of the Bahar Gas Sales Agreement are a “Firm Period” in which the daily contract quantity (“DCQ”) 
as notified by BEOC to SOCAR before the beginning of the fourth contract year is: 

4th contract year 109.5 scm  
5th contract year 120.5 scm 

All volumes correctly nominated by BEOC up to the DCQ are subject to take-or-pay by SOCAR.  All excess gas sales 
requested by SOCAR above the DCQ are priced at contract gas prices. 

If in any month during the term of the agreement the volume of gas deliveries falls below the DCQ and the Contractor 
Parties are unable to make up the short fall in the current month, these short fall volumes would be sold to SOCAR at 
a discount of up to 20% below the contract price in the following month. 
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The Bahar Gas Sales Agreement is governed by English law and contains an international dispute settlement 
procedure, confidentiality provisions, and a waiver of sovereign immunity for the protection of the Contractor Parties. 

The Corporation expects that discussions with regard to an extension of the Bahar Gas Sales Agreement will take 
place prior to the expiration of the current term on September 30, 2015. 

Competitive Conditions 

Companies involved in the petroleum industry must manage many risks which are beyond their direct control.  Among 
these risks are risks associated with exploration, environment, commodity prices, and foreign exchange and interest 
rates. 

The oil and natural gas industry is intensely competitive and the Corporation competes with a substantial number of 
other companies, many of whom have greater financial resources.  Many of such companies not only explore for and 
produce oil and natural gas, but also carry on refining operations and market petroleum and other products on a 
world-wide basis.  The Corporation competes with other companies for all of its business inputs, including exploitation 
and development prospects, equipment required to execute exploration, development and operational activities, 
access to commodity markets, acquisition opportunities, available capital and staffing.  There is also competition 
between the petroleum industry and other industries supplying energy and fuel to industrial, commercial and individual 
customers.  There is no assurance that the Corporation will be able to successfully compete against its competitors.  
See also “Risk Factors”. 

Cyclical Nature of Business 

The Corporation’s business is generally not cyclical.  The exploration and development of oil and natural gas reserves 
is dependent on access to areas where production is to be conducted.  Seasonal weather variation, including rainy 
seasons, affects access in certain circumstances.  See also “Risk Factors”. 

Specialized Skill and Knowledge 

The Corporation’s operations in the oil and natural gas industry require professionals with skills and knowledge in 
diverse fields of expertise.  In the course of its exploration, development and production of hydrocarbons, the 
Corporation utilizes the expertise of geophysicists, geologists, petroleum engineers and landmen.  The Corporation 
faces the challenge of attracting and retaining sufficient employees to meet its needs.  See also “Risk Factors”. 

Foreign Operations 

The Corporation’s oil and gas operations and assets are located in foreign jurisdictions.  As a result, the Corporation 
is subject to political, economic and other uncertainties, including but not limited to changes, which may be frequent 
and substantial, in energy policies or the personnel administering them, nationalization, expropriation of property 
without fair compensation, cancellation or modification of contract rights, foreign exchange restrictions, currency 
fluctuations, royalty and tax increases, and other risks arising out of foreign governmental sovereignty over the areas 
in which the Corporation’s operations are conducted. The Corporation may also face risks of loss due to civil strife, 
acts of war, guerrilla activities and insurrections.  Changes in legislation may affect the Corporation’s oil and natural 
gas exploration and production activities.  The Corporation’s international operations may also be adversely affected 
by laws and policies of Canada as they pertain to foreign trade, taxation and investment.  See also “Risk Factors”. 

Personnel 

As at December 31, 2014, the Corporation had 6 full-time employees and 1 part-time consultant.  It also regularly 
utilizes the services of additional professionals on a part-time contract or consulting basis.  As at December 31, 2014, 
BEOC employed approximately 1048 people, including 1043 Azeri nationals and 5 expatriates.  BEOC as operator 
under the Joint Operating Agreement for the Bahar Project performs the majority of the technical and operational work 
for the Bahar project. 

The executive management team of the Corporation includes oil and gas professionals with over 160 years of 
combined industry experience.  Relying on the knowledge and experience of this team, the Corporation intends to 
focus on the development of its assets in Azerbaijan, as well as selectively pursue other international oil and gas 
opportunities with similar commercial development and production profiles. 
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Environmental Regulation 

Globally, the oil and natural gas industry is subject to environmental regulation under local, provincial and federal 
legislation in each of the countries with oil and natural gas operations.  In emerging nations, such as Azerbaijan, 
where environmental regulations and legislation are evolving, many oil and natural gas exploration and production 
companies operate in accordance with standards prevailing in established oil and natural gas producing jurisdictions, 
such as the United States.  The Corporation is committed to conducting its operations in Azerbaijan in accordance 
with environmental standards used by other international oil and natural gas exploration and production companies.  
In most countries, environmental legislation includes restrictions and prohibitions on releases or emissions of various 
substances produced in association with certain oil and natural gas industry operations.  Such legislation can affect 
the location and operation of wells and facilities and the extent to which exploration and development is permitted.  In 
addition, environmental legislation often requires that well and facilities sites are abandoned and reclaimed to the 
satisfaction of regulatory authorities.  A breach of such legislation may result in the imposition of fines or issuance of 
clean-up orders.  In many jurisdictions, new legislation, environmental standards and compliance for releases, site 
restoration and reporting are becoming stricter and more onerous.  Also, the range of enforcement actions available to 
regulatory authorities and the severity of penalties have also been significantly increased. 

Social or Environmental Policies 

The health and safety of employees, contractors and the public, as well as the protection of the environment, is of 
utmost importance to the Corporation.  To this end, the Corporation has instituted a comprehensive environmental 
policy to which it, as well as its employees and contractors, are required to adhere.  The Corporation endeavors to 
conduct its operations in a manner that will minimize both adverse effects and consequences of emergency situations 
by: 

 complying with government regulations and standards, particularly relating to the environment, health 
and safety; 

 conducting operations consistent with industry codes, practices and guidelines; 

 ensuring prompt, effective response and repair to emergency situations and environmental incidents; 

 providing training to employees and contractors to ensure compliance with corporate safety and 
environmental rules and procedures; and 

 communicating openly with members of the public regarding its activities. 

The Corporation believes that all employees play a vital role in achieving excellence in environmental, health and 
safety performance.  This is best achieved through careful planning and the support and active participation of 
everyone involved.  To further ensure that the Corporation achieves excellence in health and safety performance, an 
emergency response plan and a corporate safety policy have been developed.  Furthermore, the Corporation aligns 
itself with the best industry practices to ensure positive results. 

STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION 

The statement of reserves data and other oil and gas information set forth below is dated December 31, 2014.  The 
effective date of the GLJ Report is December 31, 2014 and the preparation date of the GLJ Report is April 15, 2015.  

Disclosure of Reserves Data 

The GLJ Report was prepared in accordance with NI 51-101.  The GLJ Report estimates the reserves of Bahar 
Energy as of December 31, 2014 (which includes the wells, lands, reserves, facilities, equipment and other assets 
including the Bahar Gas Field and the Gum Deniz Oil Field) which it holds pursuant to the ERDPSA.  The estimated 
reserves included in the GLJ Report include all of Bahar Energy’s interest in the ERDPSA.  The Corporation owns a 
33.33% indirect interest in Bahar Energy who in turn owns an 80% participating interest in the ERDPSA, and, as such, 
the reserve estimates and other data provided which are derived from the GLJ Report reflect the Corporation’s 
33.33% indirect interest in Bahar Energy. 

Information presented here is presented in accordance with the requirements of Form 51-101F1. 
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The tables below are a summary of the oil, NGLs and natural gas reserves of the Corporation and the net present 
value of future net revenue attributable to such reserves as evaluated in the GLJ Report based on constant and 
forecast price and cost assumptions.  The tables summarize the data contained in the GLJ Report and as a result 
may contain slightly different numbers than such report due to rounding.  Also due to rounding, certain columns may 
not add exactly. 

The net present value of future net revenue attributable to the Corporation’s reserves is stated without 
provision for interest costs and general and administrative costs, but after providing for estimated royalties, 
production costs, development costs, other income, future capital expenditures, and well abandonment costs 
for only those wells assigned reserves by GLJ.  It should not be assumed that the undiscounted or 
discounted net present value of future net revenue attributable to the Corporation’s reserves estimated by 
GLJ represent the fair market value of those reserves.  Other assumptions and qualifications relating to 
costs, prices for future production and other matters are summarized herein.  The recovery and reserve 
estimates of the Corporation’s oil, NGLs and natural gas reserves provided herein are estimates only and 
there is no guarantee that the estimated reserves will be recovered.  Actual reserves may be greater than or 
less than the estimates provided herein. 

The GLJ Report is based on certain factual data supplied by the Corporation and GLJ’s opinion of reasonable practice 
in the industry.  The extent and character of ownership and all factual data pertaining to the Corporation’s petroleum 
properties and contracts (except for certain information residing in the public domain) were supplied by the 
Corporation to GLJ and accepted without any further investigation.  GLJ accepted this data as presented and neither 
title searches nor field inspections were conducted.  All statements relating to the activities of the Corporation for the 
year ended December 31, 2014 include a full year of operating data on the properties of the Corporation. 

Summary of Oil and Natural Gas Reserves as of December 31, 2014 – Forecast Prices and Costs 

 Gross Lease Reserves(1) Net Reserves(2) 

 

Light & 
Medium 
Crude 

Oil 
Heavy 
Crude 

Natural 
Gas 

Liquids 
Natural 

Gas 

Light & 
Medium 

Crude Oil 
Heavy 
Crude 

Natural 
Gas 

Liquids 
Natural 

Gas 
 Mbbls Mbbls Mbbls Mmcf Mbbls Mbbls Mbbls Mmcf 
Proved         
Developed Producing 589 - 67 10,130 163 - 18 2,804 
Developed Non-Producing 1,342 - 584 92,678 270 - 125 19,687 
Undeveloped 4,655 - 91 8,455 1,028 - 21 2,151 

Total Proved 6,586 - 742 111,263 1,461 - 165 24,642 

Probable 10,907 - 1,412 196,934 1,894 - 254 35,672 

Total Proved plus Probable 17,493 - 2,154 308,197 3,356 - 419 60,314 

Notes: 
(1) “Gross Lease Reserves” are the 8/8th’s, marketable reservoir volumes. 
(2) “Net Reserves” are the Corporation’s 33.33% share of Bahar Energy’s reserves pursuant to the ERDPSA after the deduction of the 

interest of SOA and other deductions. 

Summary of Net Present Values of Future Net Revenue – Forecast Prices and Costs 

 Discounted At(1) 
 0% 5% 10% 15% 20% 

 (M$) (M$) (M$) (M$) (M$) 
Proved      
Developed Producing 3,635 3,408 3,208 3,029 2,870 
Developed Non-Producing 51,852 44,517 38,647 33,883 29,969 
Undeveloped 9,316 4,798 1,552 (783) (2,460) 
Total Proved 64,803 52,723 43,407 36,130 30,379 
Probable 176,116 136,049 107,944 87,657 72,637 
Total Proved plus Probable 240,918 188,772 151,351 123,787 103,016 

Note: 
(1) The amounts included herein are the same on a before and after tax basis because, pursuant to the ERDPSA, an income tax equivalent to 

22% of the profit is paid by SOCAR on behalf of the Contractor Parties to the government of Azerbaijan.  Any US taxes will be partially 
offset by the tax credits.  In addition, the Contractor Parties are exempt from all other taxes, duties and royalties in Azerbaijan, other than 
certain customs fees, personal income tax and contributions to the state social insurance funds of Azerbaijan. 
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 Unit Value before Income Tax 
 Discounted at 10% ($/boe) 
Proved  

Developed Producing 4.96 
Developed Non-Producing 10.51 

Undeveloped 1.10 
Total Proved 7.57 
Total Probable 13.34 
Total Proved plus Probable 10.95 

 
Additional Information Concerning Future Net Revenue – Undiscounted Forecast Prices and Costs (1)(2) 

 

Revenue 
Operating 

Costs 
Development 

Costs 

Future Net 
Revenue Before 
Income Taxes 

Future 
Income 
Taxes 

Future Net 
Revenue After 
Income Taxes 

 (M$) (M$) (M$) (M$) (M$) (M$) 
Total Proved  236,094 85,056 73,716 64,803 - 64,803 
Total Proved plus Probable 579,025 142,469 164,777 240,918 - 240,918 

Notes: 
(1) No column concerning royalties has been provided as Bahar Energy is not subject to royalties. 
(2) No column concerning abandonment and reclamation costs has been provided.  Bahar Energy has a future obligation to make quarterly 

cash payments into an abandonment fund beginning July 1, 2021 based on calculations agreed with SOCAR.  The payment obligation is 
limited by the ERDPSA with the amounts funded included in Operating Costs in period in which it is paid.  
 

Future Net Revenue by Production Group – Forecast Prices and Costs 

 Future Net Revenue 
Before Income Taxes 

(Discounted at 10%/Year) 

Unit Value 
Before Income Taxes 

(Discounted at 10%/Year) 
 (M$) ($/boe) 

Proved   
Crude Oil(1) 18,526 12.73 
Natural Gas(2)  24,881 5.82 
   
Proved plus Probable   
Crude Oil(1) 49,077 15.61 
Natural Gas(2)  102,274 9.57 

Notes: 
(1) Including solution gas and associated by-products. 
(2) Including associated by-products. 
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Pricing Assumptions - Forecast Prices and Costs 

GLJ used the following pricing and inflation rate assumptions as of December 31, 2014 in its evaluation contained in 
the GLJ Report in estimating GPC’s reserves data using forecast prices and costs. 

 

Net Realized Oil 
Price(2) 

Natural Gas 
Contract Price 

Net 
Realized 

NGL Price(2) 

% Cost 
Escalation 
Operating 
Expenses Inflation rate 

 ($/bbl)(1) ($/MMBTU) ($/bbl)(1) (%) (%) 
Forecast      
2015 62.10 3.96 62.10 2.0 2.0 
2016 73.90 3.96 73.90 2.0 2.0 
2017 80.50 3.96 80.50 2.0 2.0 
2018 82.50 3.96 82.50 2.0 2.0 
2019 87.40 3.96 87.40 2.0 2.0 
2020 92.00 3.96 92.00 2.0 2.0 
2021 93.24 3.96 93.24 2.0 2.0 
2022 95.11 3.96 95.11 2.0 2.0 
2023 97.01 3.96 97.01 2.0 2.0 
2024 98.96 3.96 98.96 2.0 2.0 
2025 100.93 3.96 100.93 2.0 2.0 
2026 102.95 3.96 102.95 2.0 2.0 
Escalated thereafter at a rate of +2% per annum. 

Note: 
(1) Escalation rates are based on the Society of Petroleum Evaluation Engineers annual survey of projected expenses and costs. 
(2) Net Price is 93% of GLJ forecast Brent Crude Prices 

The weighted average net realized sales prices before hedging for the year-ended December 31, 2014 were 
$3.96/Mcf for natural gas and $87.51/bbl. 

Reconciliations of Changes in Reserves and Future Net Revenue 

Reserves Reconciliation 

The following table sets forth reconciliation of GPC’s gross proved reserves, gross probable reserves and gross 
proved plus probable reserves at December 31, 2014, against such reserves as at December 31, 2013, based on 
forecast price and cost assumptions. 

Azerbaijan 
 

Proved 
Light & Medium Crude Oil 

& NGL Natural Gas Total Oil Equivalent 
 (Mbbls) (MMcf) (Mboe) 

Balance at December 31, 2013 3,573 29,927 8,561 
Extensions - - - 
Improved Recovery - - - 
Technical Revisions (1,817) 358 (1,757) 
Discoveries - - - 
Acquisitions - - - 
Dispositions - - - 
Economic Factors -   (3,066) (511) 
Production (130) (2,577) (560) 
Balance at December 31, 2014 1,626 24,642 5,733 

 
 

Probable 
Light & Medium Crude Oil 

& NGL Natural Gas Total Oil Equivalent 
 (Mbbls) (MMcf) (Mboe) 

Balance at December 31, 2013 1,782 35,178 7,645 
Extensions - - - 
Improved Recovery - - - 
Technical Revisions 366 - 366 
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Probable 
Light & Medium Crude Oil 

& NGL Natural Gas Total Oil Equivalent 
 (Mbbls) (MMcf) (Mboe) 

Discoveries - - - 
Acquisitions - - - 
Dispositions - - - 
Economic Factors - 494 82 
Production - - - 
Balance at December 31, 2014 2,148 35,672 8,093 

 
 

Proved plus Probable 
Light & Medium Crude Oil 

& NGL Natural Gas Total Oil Equivalent 
 (Mbbls) (MMcf) (Mboe) 

Balance at December 31, 2013 5,355 65,105 16,206 
Extensions - - - 
Improved Recovery - - - 
Technical Revisions (1,451) 358 (1,391) 
Discoveries - - - 
Acquisitions - - - 
Dispositions - - - 
Economic Factors - (2,572) (429) 
Production (130) (2,577) (560) 
Balance at December 31, 2014 3,774 60,314 13,826 

 
Undeveloped Reserves 

The following discussion generally describes the basis on which GPC attributes proved and probable undeveloped 
reserves and its plans for developing those undeveloped reserves. Undeveloped reserves are attributed by GLJ in 
accordance with standards and procedures contained in the COGE Handbook. Proved undeveloped reserves are 
those reserves that can be estimated with a high degree of certainty and are expected to be recovered from known 
accumulations where a significant expenditure is required to render them capable of production.  Probable 
undeveloped reserves are those reserves that are less certain to be recovered than proved undeveloped reserves 
and are expected to be recovered from known accumulations where a significant expenditure is required to render 
them capable of production. 

In some cases, it may take longer than two years to develop these reserves.  There are a number of factors that could 
result in delayed or cancelled development, including the following: (i) changing economic conditions (due to pricing, 
operating and capital expenditure fluctuations); (ii) changing technical conditions (including production anomalies, 
such as water breakthrough or accelerated depletion); (iii) multi-zone developments (for instance, a prospective 
formation completion may be delayed until the initial completion formation is no longer economic); (iv) a larger 
development program may need to be spread out over several years to optimize capital allocation and facility 
utilization; and (v) surface access issues (including those relating to land owners, weather conditions and regulatory 
approvals).  For more information, see "Risk Factors" in this Annual Information Form. 

Proved Undeveloped Reserves 

Proved undeveloped reserves are generally those reserves related to wells that have been tested and not yet tied in, 
wells drilled near the end of the fiscal year or wells further away from GPC gathering systems.  In addition, such 
reserves may relate to planned infill drilling locations.  The majority of these reserves are planned to be on stream 
within a two year time frame. 

The table sets forth the proved undeveloped reserves volumes that were first attributed in each of the three most 
recent financial years and, in the aggregate, before that time. 
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 Proved Undeveloped Reserves First Attributed By Year-end 

 
Light and Medium 
Crude Oil (Mbbls) 

Natural Gas Liquids 
(Mbbls) Natural Gas (MMcf) 

Total Oil Equivalent 
(boe) 

Prior to 2012 3,039 208 11,086 5,094 
2012 - - - - 
2013 - - - - 
2014 - - - - 

 
Probable Undeveloped 

Probable undeveloped reserves are generally those reserves tested or indicated by analogy to be productive, infill 
drilling locations and lands contiguous to production.  The majority of these reserves are planned to be on stream 
within a two year timeframe. 

The table sets forth the probable undeveloped reserves volumes that were first attributed in each of the three most 
recent financial years and, in the aggregate, before that time.  

 Probable Undeveloped Reserves First Attributed By Year-end 

 
Light and Medium 
Crude Oil (Mbbls) 

Natural Gas Liquids 
(Mbbls) Natural Gas (MMcf) 

Total Oil Equivalent 
(boe) 

Prior to 2012 4,934 166 7,895 6,411 
2012 472 68 3,294 1,089 
2013 - 51 6,258 1,094 
2014 393 - - 393 

 
Significant Factors or Uncertainties Affecting Reserve Data 

The process of estimating reserves is complex.  It requires significant judgments and decisions based on available 
geological, geophysical, engineering or economic data.  These estimates may change substantially as additional data 
from ongoing development activities and production performance become available and as economic conditions 
impacting oil and gas prices and costs change.  The reserve estimates contained herein are based on current 
production forecasts, prices and economic conditions.  GPC’s reserves are evaluated by GLJ, an independent 
engineering firm. 

As circumstances change and additional data become available, reserve estimates also change.  Estimates made are 
reviewed and revised, either upward or downward, as warranted by the new information.  Revisions are often required 
due to changes in well performance, prices, economic conditions and governmental restrictions. 

Although every reasonable effort is made to ensure that reserve estimates are accurate, reserve estimation is an 
inferential science.  As a result, the subjective decisions, new geological or production information and a changing 
environment may impact these estimates.  Revisions to reserve estimates can arise from changes in year-end oil and 
gas prices, and reservoir performance.  Such revisions can either be positive or negative. 

Future Development Costs 

The table below sets out the development costs deducted in the estimation of future net revenue attributable to 
proved reserves (using forecasted prices and costs only) and proved plus probable reserves (using forecast prices 
and costs only).  
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Azerbaijan 
 Development Costs 
 Proved Reserves Proved plus Probable Reserves 

 (M$) (M$) 
2015 7,417 7,417 
2016 19,347 21,224 
2017 25,666 48,652 
2018 15,784 53,924 
2019 3,924 27,175 
Remaining Years 1,577 6,385 
Total Undiscounted 73,716 164,777 

 
GPC typically has available three sources of funding to finance its capital expenditure program: (i) internally generated 
cash flow from operations; (ii) debt financing when appropriate; and (iii) new equity issues, if available on favorable 
terms.   

The interest or other costs of external funding are not included in the reserves and future net revenue estimates set 
forth above and would reduce the reserves and future net revenue to some degree depending upon the funding 
sources utilized.  The Corporation does not anticipate that interest or other funding costs would make further 
development of any of the oil and gas assets uneconomic. 

Oil and Gas Properties 

The following is a description of the oil and gas properties in which the Corporation has an indirect interest through 
Bahar Energy’s 80% participating interest in the ERDPSA. 

The properties associated with the ERDPSA are related to oil and gas production in the shallow waters of the Caspian 
Sea south of the Absheron Peninsula located a few kilometers to the east of Baku, Azerbaijan.  The facilities include 
54 offshore platforms, multiple pipelines and 16.8 kilometers of causeways with well pads from an offshore island into 
the shallow waters of the Caspian Sea.  Five pipelines transport gas and liquids from offshore into surface facilities 
located directly onshore from the project fields. 

A sand island lying 2.8 kilometers offshore is connected to the mainland by a stone and paved causeway.  This island 
houses the main operating offices, warehousing and equipment storage, and a marine base for offshore operations.  
The main fluid and gas handling facilities including oil and gas storage, separation, compression and metering 
stations are all located onshore and are therefore not subject to the offshore operating environment. 

The main pipelines coming onshore traverse through a slug catcher and liquids recovery prior to being sent to one of 
three compressor stations for delivery to gas lift operations both within the ERDPSA and other neighboring oil and gas 
field operations or are sold to the gas gathering system tying most of the other Absheron Peninsula onshore fields 
together for export and national consumption.  Lower pressure gas is delivered to the local community and to the local 
power station. 

Many of the producing and planned well re-entries have wellheads and platforms, which have been severely 
neglected over the last 15 to 20 years and require maintenance, cleanup and repair.  Much of this infrastructure has 
not seen maintenance or repair expenditure since investment was diverted to Western Siberia before the collapse of 
the Soviet Union. 

The Exploration Area has a three year exploration phase with one year extension available, during which Bahar 
Energy was required to shoot 60 kilometers of 3D seismic and drill one well in order to maintain its rights in the 
Exploration Area.  The Exploration Area may be relinquished if non-commercial quantities of hydrocarbons are not 
discovered. Since Bahar Energy did not drill the required exploration well within the exploration period of three years 
from the effective date of the ERDPSA, SOCAR has the right to terminate the Contractor Party’s rights in respect of 
the Exploration Area.  Bahar Energy will continue to assess the economic merit of drilling an exploration well based on 
the results of the analysis of the 3D seismic data.  Prior to the drilling of any proposed exploration well, however, 
Bahar Energy will obtain an extension of the exploration period from SOCAR. 

Currently there are 34 producing wells, 24 of which are in the Gum Deniz Oil Field and produce oil with associated 
gas and 10 of which are located in the Bahar Gas Field and produce gas with condensate.  For Bahar Energy’s 
ownership only, another 16 wells have been shut in and no wells have been plugged and abandoned. 
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Bahar Gas Field, Republic of Azerbaijan 

Bahar Gas Field lies 21 kilometers off the coast of a Caspian Sea sand island located 2.8 kilometers from the 
mainland Absheron Peninsula and consists of 54 offshore platforms which includes a central processing and metering 
platform for gathering the gas for onward transport via five 12-inch pipelines to the shore based gas and liquid 
handling facilities.  Each wellhead platform has a small separate adjacent platform extension for housing operations 
personnel.  All record keeping and field operations are conducted offshore and personnel are transferred by crew boat 
on various rotational schedules.  The platforms are built on 24 to 30 pilings each in an average water depth of 
20 meters.  The boat docks, gangways, decking and Christmas trees, wellhead and liquids handling piping are in fairly 
poor condition making access to many of the platforms from crew boats very much weather dependent.  74 wells have 
been drilled, of which 10 are currently producing natural gas.  In addition, condensate is being produced and placed 
into one of the 12-inch lines for delivery to the shore based facilities.  Well production is separated for testing and 
metering purposes offshore and, in the case of one multiphase pipeline, recombined along with the bulk of the gas 
production in the remaining pipelines for transport onshore. 

Gum Deniz Oil Field, Republic of Azerbaijan 

The Gum Deniz Oil Field is located just offshore of the Absheron Peninsula located 15 kilometers from downtown 
Baku, Azerbaijan.  The field begins on a sand island 2.8 kilometers offshore and progresses outward into the Caspian 
Sea through 16.8 kilometers of causeways.  The easternmost causeway is no longer in operation and is not accessed 
from the shore.  The causeways allow small packages of drilling and workover equipment to be moved on to the 
wellhead platforms and it is easy for motorized vehicles to drive out and inspect the operations.  Oil, water and gas 
are delivered via pipeline along the causeways and into the onshore treatment facilities.  There are currently 23 wells 
producing.  The wells are currently on gas lift using compressed gas from the onshore gas compression facilities.  
Gum Deniz Sand Island is the headquarters location for both the Bahar Gas Field and Gum Deniz Oil Field and 
contains the main offices for operations management, accounting and human resources, warehousing, drilling support 
offices and yards and the supply base for boats going to Bahar Gas Field. 

Similar to the Bahar Gas Field, the Gum Deniz Oil Field is in poor condition due to minimal capital investments having 
been made to the fields since the separation of the former Soviet Union.  Both fields have suffered chronic neglect 
and have thus underperformed.  Abandoned platforms and plugged wells have deteriorated and only the most vital 
equipment has been kept in serviceable condition, such as gas compressors for gas lift and gas metering runs for 
accurate disposition records. 

Drilling Activity and Location of Production and Wells 

Oil and Gas Wells 

The following table summarizes GPC’s gross and net interests through Bahar Energy as at December 31, 2014 in 
field wells that are producing and non-producing.  

 Producing Wells Non-Producing Wells(3) 
 Oil Natural Gas Oil Natural Gas 

 Gross(1) Net(2) Gross(1) Net(2) Gross(1) Net(2) Gross(1) Net(2) 
Azerbaijan 24 6.4 10 2.7 37 9.9 64 17 

Notes: 
(1) “Gross” refers to all wells in which GPC has either a working interest or a royalty interest. 
(2) “Net” refers to the aggregate of the percentage working interests of GPC in the gross wells before deduction of royalties. 
(3) “Non-Producing wells” refers to wells which have encountered and are capable of producing crude oil or natural gas but which are not 

producing due to lack of available transportation facilities, available markets or other reasons.  Non-Producing wells in which GPC has an 
interest are located no further than 10 kilometers from existing pipelines. 

Properties with No Attributed Reserves 

The following table summarizes the gross and net acres of unproved properties in which GPC has an interest through 
Bahar Energy and also the number of net acres for which GPC’s rights to explore, develop or exploit will, absent 
further action, expire within one year of December 31, 2014.  
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 Gross Undeveloped 

Acres(1) Net Undeveloped Acres(1) 
Net Acres Expiring 

Within One Year 
Azerbaijan Exploration Area(2) 26,676 8,892 - 

Notes: 
(1) Unproved Properties have no attributed reserves as of December 31, 2014.  Undeveloped acreage within properties where reserves have 

been booked as of December 31, 2014 has not been included. 
(2) In the Exploration Area, pursuant to the ERDPSA, Bahar Energy was required to acquire a minimum of 60 square kilometers of 3D seismic 

and potentially drill at least one exploration well. For further information in respect of the Exploration Area, see “Description of the ERDPSA 
– Terms of the ERDPSA”. 

Significant Factors or Uncertainties Relevant to Properties with No Attributed Reserves 

Development of the Corporation's properties with no attributed reserves are subject to current industry conditions and 
uncertainties as indicated under "Risk Factors" herein. 

Forward Contracts 

The Corporation is not bound by any agreement (including a transportation agreement), directly or through an 
aggregator, under which it may be precluded from fully realizing, or may be protected from the full effect of, future 
market prices for oil or gas.  The Corporation’s primary revenues are from oil and gas sales produced in Azerbaijan 
under the ERDPSA.  Oil is sold through SOCAR and priced, on a quality differential basis, to the U.S. dollar based 
Intercontinental Exchange Brent oil price at sales date.  Natural gas is sold to SOCAR at a fixed price of $3.96/Mcf 
under a take-or-pay formula.  Gas over/under liftings are settled also at a fixed price for an initial term of five years 
ending in October 2015.  At December 31, 2014, the Corporation had no outstanding financial instruments or financial 
derivatives contracts subject to commodity price risk. 

Additional Information Concerning Abandonment Costs 

In an effort to finance abandonment of all fixed assets employed in the ERDPSA by the Contractor Parties (Bahar 
Energy and SOA), the parties will open a joint escrow account at a bank of good international repute to be agreed 
between SOCAR and the Contractor Parties. This account shall be known as the “Abandonment Fund” and shall be 
administered by the operating company in coordination with SOCAR for maximum value.  All monies allocated to the 
Abandonment Fund shall be recoverable as operating costs.  In no event shall the Abandonment Fund exceed 15% of 
all capital costs incurred in the Exploration Area and the Rehabilitation Area, respectively. 

The “Protocol on the Abandonment of Fixed Assets” for the Contract Rehabilitation Area was executed with SOCAR 
on December 12, 2012.  The provisions of the protocol specify that an abandonment plan with cost estimate shall be 
completed no later than one year prior to the tenth calendar year following the effective date of October 1, 2010 with 
funding of the Abandonment Fund to commence July 1, 2021.  The calculation of the quarterly amounts to be funded 
into the Abandonment Fund are based on the estimated abandonment costs (limited to 15% of cumulative capital 
costs), cumulative production from the date the Abandonment Fund is established and estimated remaining 
recoverable reserves. 

For the Exploration Area, no abandonment obligation exists until there has been a commercial discovery and 
cumulative production from this contract area reaches 50% of the recoverable reserves identified in the development 
plan.  At that time, the same funding procedures noted for the Contract Rehabilitation Area will be employed.  There is 
no abandonment obligation in the event that Bahar Energy terminates the ERDPSA or if the exploration term for the 
Contract Exploration Area is allowed to expire. 

As a result, all costs of abandonment that the Contractor Parties undertake during the term of the ERDPSA will be 
costs recovered under the ERDPSA.  At the end of the term of the ERDPSA, all remaining abandonment obligations 
are transferred to SOCAR. 

The Corporation cannot estimate Bahar Energy’s asset retirement obligations at present, and the Corporation does 
not expect Bahar Energy to incur significant expenditures with respect to asset retirement obligations over the next 
three years. 

The Corporation will be liable for its share of ongoing environmental obligations.  Ongoing environmental obligations 
are expected to be funded out of cash flow. 
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Tax Horizon 

The Corporation does not believe that it will incur any income taxes in the intermediate term.  In the United States, the 
Corporation expects to have an operating loss carry-forward and foreign tax credits to offset the taxable income 
during the intermediate term.  In accordance with the ERDPSA, SOCAR pays income taxes applicable to the 
ERDPSA on behalf of Bahar Energy to the government of Azerbaijan.  As a result of these factors, the Corporation 
does not expect to generate taxable income in the United States for at least four to six years, if not longer. 

The Corporation does not have any income generating assets in Canada. 

Costs Incurred 

The following table summarizes the Corporation’s gross property acquisition costs, exploration costs and development 
costs for the year ended December 31, 2014.  

Azerbaijan 
 Property Acquisition Costs  
 Proved Properties Unproved Properties Exploration Costs Development Costs 
Total (M$) - - - 9,413 
 
Exploration and Development Activities 

The following table summarizes the gross and net exploration and development wells in which the Corporation 
participated during the year ended December 31, 2014.  

Azerbaijan 
 Development Wells Exploration Wells Total Wells 
 Gross Net Gross Net Gross Net 
Oil Wells 1.0 0.27 - - 1.0 0.27 
Natural Gas Wells - - - - - - 
Service Wells - - - - - - 
Stratigraphic Test Wells - - - - - - 
Dry Holes - - - - - - 
Total 1.0 0.27 - - 1.0 0.27 

 
During 2015, the Corporation will focus on platform design and construction for extending platform 2, oil and gas 
processing facility upgrades, pipeline replacement, water disposal, electric power line installation, support 
infrastructure and safety monitoring, the drilling and completion of Gum Deniz development wells, the acquisition of 
the 3D survey over the Gum Deniz field area, and the workover and recompletion of wells in Gum Deniz and Bahar 
fields. 

Production Estimates  

The following table summarizes the Corporation’s 33.33% net attributed share of Bahar Energy’s estimated future 
annual production volumes for the assets evaluated in the GLJ Report for the 12 months beginning January 1, 2015 
and ending December 31, 2015 for each product type.  

Field Crude Oil and NGL Natural Gas Total Oil Equivalent % 
 (bbl/d) (Mcf/d) (boe/d)  
Bahar, Azerbaijan 46 6,953 1,204 81.1 
Gum Deniz, Azerbaijan 280 - 280 18.9 

Total Proved 326 6,593 1,484 100.0 

     
Bahar, Azerbaijan 22 3,505 606 101.0 
Gum Deniz, Azerbaijan -8 - -8 -1.0 

Total Probable 14 3,505 598 100.0 
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Production History 

The following table on a quarterly basis for the year ended December 31, 2014, discloses the Corporation’s share of 
average daily entitlement volume less compensatory petroleum volumes delivered to SOCAR. 

 Three Months Ended 

 March 31, 2014 June 30, 2014 Sept. 30, 2014 Dec. 31, 2014 
Crude Oil and Condensate (bbl/d) 435 321 328 346 
Natural Gas (Mcf/d) 8,987 6,983 6,050 6,263 
Natural Gas Liquids (bbl/d) - - - - 
Total Oil Equivalent (boe/d) 1,933 1,485 1,336 1,390 

 
The following table on a quarterly basis for the year ended December 31, 2014, reveals the Corporation’s revenue 
share of entitlement production after deducting for production costs and marketing costs, such as transportation and 
storage charges, custom and bank fees and selling expenses. 

Prices Received, Production Costs, Marketing Cost, and Netback – Combined 

 Three Months Ended 

 March 31, 2014 June 30, 2014 Sept. 30, 2014 Dec. 31, 2014 
Prices Received     
   Liquids(1) ($/bbl) 102.36 101.83 93.48 56.48 
   Natural Gas ($/Mcf) 3.96 3.96 3.96 3.96 
   Total ($/boe) 41.43 40.66 40.86 31.90 
     
Royalties Paid 
 

- - - - 

Production Costs(2)     
   Total ($/boe) 16.08 36.25 27.78 23.69 
     
Marketing Costs     
   Liquids(1) ($/bbl) 1.90 2.36 2.00 1.63 
   Natural Gas ($/Mcf) - - - - 
  Total ($/boe) 0.43 0.51 0.49 0.41 
     
Netback 

24.92 3.90 12.59 7.80 

Notes: 
(1) Liquids include light and medium oil and associated NGLs. 
(2) Bahar Energy did not record production costs on a commodity basis.  Information in respect of production costs for liquids ($/Bbl) and 

natural gas ($/Mcf) has been determined by allocating expenses on a well by well basis based upon the relative volume of production of 
liquids and natural gas. 

The following table indicates the approximate average daily production for the year ended December 31, 2014: 

Field Crude Oil and NGL Natural Gas Total Oil Equivalent 
 (bbl/d) (Mcf/d) (boe/d) 
Bahar, Azerbaijan - 7,061 1,177 
Gum Deniz, Azerbaijan 357 - 357 

Total  357 7,061 1,534 
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RISK FACTORS 

Global Financial Crisis 

Recent market events and conditions, including disruptions in the international credit markets and other financial 
systems and the deterioration of global economic conditions, have caused significant volatility to commodity prices.  
These events and conditions have caused a loss of confidence in the broader United States and global credit and 
financial markets and have resulted in the collapse of, and government intervention in, major banks, financial 
institutions and insurers and have created a climate of greater volatility, less liquidity, widening of credit spreads, a 
lack of price transparency, increased credit losses and tighter credit conditions.  Notwithstanding various actions by 
governments, concerns about the general condition of the capital markets, financial instruments, banks, investment 
banks, insurers and other financial institutions caused the broader credit markets to further deteriorate and stock 
markets to decline substantially.  While there are signs of economic recovery, these factors have negatively impacted 
company valuations and are likely to continue to impact the performance of the global economy going forward. 

Petroleum prices are expected to remain volatile for the near future as a result of market uncertainties over the supply 
and demand of these commodities due to the current state of the world economies, instability in the Middle East and 
North Africa, actions taken by the Organization of Petroleum Exporting Countries (“OPEC”) and ongoing global credit 
and liquidity concerns. 

Rehabilitation, Development and Production Risks 

Oil and natural gas operations involve many risks that even a combination of experience, knowledge and careful 
evaluation may not be able to overcome.  The long term commercial success of a project or the Corporation depends 
on its ability to find, acquire, license, develop and commercially produce oil and natural gas reserves.  Without the 
continual addition of new reserves, any existing reserves that the Corporation may have at any particular time and the 
production therefrom will decline over time as such existing reserves are exploited.  A future increase in the 
Corporation’s reserves will depend not only on its ability to exploit and develop any properties it may have from time to 
time, but also on its ability to select, acquire and rehabilitate suitable producing properties or prospects.  No 
assurance can be given that the Corporation will be able to locate and continue to locate satisfactory properties for 
acquisition or participation.  Moreover, if such acquisitions or participations are identified, the Corporation may 
determine that current markets, terms of acquisition and participation or pricing conditions make such acquisitions or 
participations uneconomic.  There is no assurance that commercial quantities of oil and natural gas will be discovered 
or acquired by the Corporation.  It is project specific and at times it is difficult to project the costs of implementing or 
the success of exploration, rehabilitation or development drilling programs due to the inherent uncertainties of drilling 
in unknown formations, the uncertainty of the condition of existing well bores, the costs associated with encountering 
various drilling conditions such as over pressurized geological zones and tools lost in the hole, and changes in drilling 
plans and locations as a result of prior exploratory wells or additional seismic data and interpretations thereof. 

Future oil and natural gas exploration or development may involve unprofitable efforts, not only from dry wells, but 
from wells that are productive but do not produce sufficient net revenues to return a profit after drilling, operating and 
other costs.  Completion of a well does not assure a profit on the investment or recovery of drilling, completion and 
operating costs.  In addition, drilling hazards or environmental damage could greatly increase the cost of operations, 
and various field operating conditions may adversely affect the production from successful wells.  These conditions 
include, but are not limited to, delays in obtaining governmental approvals or consents, shut-ins of wells resulting from 
extreme weather conditions, insufficient storage or transportation capacity or other geological and mechanical 
conditions.  Production delays and declines from normal oilfield operating conditions cannot be eliminated and can be 
expected to adversely affect revenue, cash flow and financial condition levels to varying degrees. 

Oil and natural gas exploration, development, rehabilitation and production operations are subject to all the risks and 
hazards typically associated with such operations, including, but not limited to, hazards such as fire, explosion, 
blowouts, cratering, sour gas releases and spills, each of which could result in substantial damage to oil and natural 
gas wells, production facilities, other property and the environment or personal injury.  In accordance with industry 
practice, the Corporation is not fully insured against all of these risks, nor are all such risks generally insurable.  The 
Corporation will maintain liability insurance in an amount that it considers consistent with industry practice, however, 
the nature of these risks is such that liabilities could exceed policy limits, in which event the Corporation could incur 
significant costs that could have a material adverse effect upon its financial condition.  Oil and natural gas exploration, 
development, rehabilitation and production operations are also subject to all the risks typically associated with such 
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operations, including encountering unexpected formations or pressures, premature decline of reservoirs and the 
invasion of water into producing formations.  Losses resulting from the occurrence of any of these risks could have a 
material adverse effect on the Corporation and its financial condition. 

Reserves Estimates 

There are numerous uncertainties inherent in estimating quantities of oil and natural gas reserves and cash flows to 
be derived therefrom, including many factors beyond the Corporation’s control.  The reserve and associated cash flow 
information set forth in the GLJ Report represents estimates only.  In general, estimates of economically recoverable 
oil and natural gas reserves and the future net cash flows derived therefrom are based upon a number of variable 
factors and assumptions, such as historical production from the properties, production rates, ultimate reserve 
recovery, timing and amount of capital expenditures, marketability of oil and natural gas, royalty rates, the assumed 
effects of regulation by governmental agencies and future operating costs, all of which may vary from actual results.  
Estimates of the economically recoverable oil and natural gas reserves attributable to any particular group of 
properties, classification of such reserves based on risk of recovery and estimates of future net revenues expected 
therefrom and prepared by different engineers, or by the same engineers at different times, may vary.  The 
Corporation’s actual production, revenues, taxes and development and operating expenditures with respect to its 
reserves will vary from estimates thereof and such variations could be material. 

In accordance with applicable securities laws, the GLJ Report used both constant and forecast price and cost 
estimates in calculating oil and natural gas reserve quantities included within the reports.  Actual future net revenue 
will be affected by other factors such as actual production levels, supply and demand for oil and natural gas, 
curtailments or increases in consumption by oil and natural gas purchasers, changes in governmental regulation or 
taxation and the impact of inflation on costs.  Actual production and revenues derived therefrom will vary from the 
estimates contained in the GLJ Report, and such variations could be material.  The GLJ Report is based in part on the 
assumed success of activities the Corporation intends to undertake in future years.  The oil and natural gas reserves 
and estimated cash flows to be derived therefrom contained in the GLJ Report will be reduced to the extent that such 
activities do not achieve the level of success assumed in the GLJ Report. 

The oil and natural gas reserve estimates given in the GLJ Report represent oil and natural gas reserves of Bahar 
Energy.  Greenfields Petroleum International Company Ltd. holds a 33.33% interest in Bahar Energy. 

Negative Operating Cash Flow 

The Corporation has had negative cash flow since inception and projects negative operating cash flow to continue for 
the near term in 2015.  The Corporation’s failure to achieve profitability and positive operating cash flows could have a 
material adverse effect on the Corporation’s business, financial condition, operating results and ability to access 
additional equity or bank debt. 

External Factors 

The value of the Common Shares might be affected by matters not related to the Corporation’s own operating 
performance for reasons that include the following: 

 Azerbaijani and worldwide supplies, prices of and demand for oil and natural gas; 
 political conditions in oil and natural gas producing regions, including Azerbaijan; 
 investor perception of the oil and gas industry; 
 change in environmental and other governmental regulations; 
 announcements relating to the Corporation’s business or the business of the Corporation’s 

competitors; 
 the Corporation’s liquidity; 
 the Corporation’s ability to raise additional funds; 
 limited trading volume of the Common Shares; and 
 change in the financial position of a joint venture partner (including Baghlan and SOA). 

Certain companies that have experienced volatility in their value have been the subject of securities class action 
litigation.  The Corporation might become involved in securities class action litigation in the future.  Such litigation 
often results in substantial costs and diversion of management’s attention and resources and could have a negative 
effect on the Corporation’s business and its results of operations. 
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Substantial Capital Requirements 

The Corporation anticipates making substantial capital expenditures for the development, rehabilitation, production 
and acquisition of oil and natural gas reserves in the future.  There can be no assurance that debt or equity financing 
or cash generated by operations will be sufficient or available to meet these requirements or for other corporate 
purposes or, if debt or equity financing is available, that it will be on terms acceptable to the Corporation.  Moreover, 
future activities may require the Corporation to alter its capitalization.  The inability of the Corporation to access 
sufficient capital for its operations could have a material adverse effect on the Corporation’s financial condition and its 
results of operations. 

Additional Financing Requirements and Dilution of Investment 

It may take many years and substantial capital expenditures to pursue the full exploration and development of the 
Corporation’s existing opportunities, successfully or otherwise.  From time to time, the Corporation may require 
additional financing in order to carry out its oil and natural gas acquisition, rehabilitation and development activities.  
Failure to obtain such financing on a timely basis could cause the Corporation to forfeit its interest in certain 
properties, miss certain acquisition opportunities and reduce or terminate its operations.  If the Corporation’s future 
revenues from its potential reserves decrease as a result of lower oil and natural gas prices or otherwise, it will affect 
the Corporation’s ability to expend the necessary capital to replace its potential reserves or to maintain its production.  
If the Corporation’s cash flow is not sufficient to satisfy its capital expenditure requirements, there can be no 
assurance that additional debt or equity financing will be available to meet these requirements or available on 
favorable terms.  The availability of equity or debt financing is affected by many factors, including world and regional 
economic conditions; the state of international relations; the stability and the legal, regulatory, fiscal and tax policies of 
various governments in areas of operation; fluctuations in the world and regional price of oil and gas and in interest 
rates; the outlook for the oil and gas industry in general and in areas in which the Corporation has or intends to have 
operations; and competition for investment funds among alternative investment projects.  The terms of any such 
equity financing may be dilutive to holders of Common Shares.  Potential investors and lenders will be influenced by 
their evaluations of the Corporation and its projects, including their technical difficulty, and comparison with available 
alternative investment opportunities.  If adequate funds are not available, the Corporation may be required to scale 
back or reduce its interest in certain projects.  If additional financing is raised by the issuance of shares, control of the 
Corporation may change and existing shareholders may suffer dilution.  In addition, the Corporation may make future 
property or corporate acquisitions or enter into other transactions involving the issuance of securities of the 
Corporation which may also be dilutive. 

Commodity Prices 

Oil and natural gas are commodities whose prices are determined based on world demand, supply and other factors, 
all of which are beyond the control of the Corporation.  World prices for oil and natural gas have fluctuated widely in 
recent years.  Prices for oil and natural gas are subject to large fluctuations in response to relatively minor changes in 
the supply of and demand for oil and natural gas, market uncertainty and a variety of additional factors beyond the 
control of the Corporation.  These factors include economic conditions in the United States and Canada, the actions of 
OPEC, governmental regulation, political stability in the Middle East and elsewhere, the foreign supply of oil and 
natural gas, the price of foreign imports and the availability of alternative fuel sources.  Any substantial and extended 
decline in the price of oil and natural gas would have an adverse effect on the Corporation’s carrying value of any 
reserves, borrowing capacity, revenues, profitability and cash flows from operations. 

Volatile oil and natural gas prices make it difficult to estimate the long-term value of producing properties for 
acquisition and often cause disruption in the market for oil and natural gas producing properties, as buyers and sellers 
have difficulty agreeing on such value.  Price volatility also makes it difficult to budget for and project the return on 
acquisitions and development and exploitation projects. 

In addition, bank borrowings available to the Corporation may in part be determined by the Corporation’s oil and gas 
reserves that form its borrowing base.  A sustained material decline in prices from historical average prices could 
reduce the Corporation’s borrowing base, therefore reducing the bank credit available to the Corporation which could 
require that a portion, or all, of any potential bank debt of the Corporation be repaid.  The Corporation has reduced 
this risk by not carrying any bank debt at this time. 
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Markets and Marketing 

The marketability and price of oil and natural gas that may be acquired or discovered by the Corporation will be 
affected by numerous factors beyond its control.  The Corporation’s ability to market any oil and natural gas it 
discovers or acquires may depend upon its ability to acquire capacity on pipelines that deliver crude oil and natural 
gas to commercial markets.  The Corporation may also be affected by deliverability uncertainties related to the 
proximity of any reserves it establishes to pipelines and processing facilities, operational problems with such pipelines 
and facilities, as well as extensive government regulation relating to price, taxes, royalties, land tenure, allowable 
production, the export of oil and natural gas and many other aspects of the oil and natural gas business. 

Both oil and natural gas prices are unstable and are subject to fluctuation.  Any material decline in prices could result 
in a reduction of the Corporation’s net production revenue.  The economics of producing from some wells may change 
as a result of lower prices, which could result in a reduction in the volumes of any reserves which the Corporation may 
establish.  The Corporation might also elect not to produce from certain wells at lower prices.  All of these factors 
could result in a material decrease in any net production revenue of the Corporation causing a reduction in its oil and 
gas acquisition, development, rehabilitation and exploration activities. 

The producers of oil are entitled to negotiate sales contracts directly with oil purchasers, and, as a result, the market 
determines the price of oil.  Oil prices are primarily based on worldwide supply and demand.  The specific price 
depends in part on oil quality, prices of competing fuels, distance to the markets, value of refined products, 
supply/demand balance, and other contractual terms.  In respect of the ERDPSA, sales of natural gas will be 
governed by the Bahar Gas Sales Agreement until October 2015.  The price of natural gas sold from the Bahar Gas 
Field is fixed until October 2015 at $3.96 per Mcf.  Subsequent to October 2015, the price of natural gas sold from the 
Bahar Gas Field will be determined by negotiation between buyers and sellers. 

Recent gas negotiations continue to be influenced by increasing gas exports from Azerbaijan to Russia, Turkey and 
throughout the region.  Also, negotiations are progressing to export Azerbaijan gas to Europe (Vienna) via the 
proposed TANAP and Nabucco-West pipelines.  These new export routes could dramatically increase the gas price 
realizations in the region in the next five years. 

Reliance on Industry Partners 

The Corporation relies on industry joint venture partners, including Baghlan, the other shareholder in Bahar Energy, 
and SOA, the other Contractor Party.  The Corporation relies on these partners with respect to the evaluation, 
acquisition, development funding and timing of activities, as well as future production from, the ERDPSA, and a failure 
or inability to perform by such partners could materially affect the prospects of the Corporation.  Baghlan failed to 
meet its funding obligations to Bahar Energy in 2014, and, as a result, GPIC was required to fund the Baghlan 
Default.  In 2014, receivers were appointed to take over the share capital of Baghlan pursuant to an equitable 
mortgage over the shares of Baghlan related to a third party Baghlan financial transaction.  The receivers are 
conducting a sale and have advised that no funds will be forthcoming from Baghlan for Bahar Energy until Baghlan or 
its interest in Bahar Energy is sold.  See “Bahar Energy Governance”. 

Project Risks 

The Corporation will manage a variety of small and large projects in the conduct of its business.  Project delays may 
delay expected revenues from operations.  Significant project cost over runs could make a project uneconomic.  The 
Corporation’s ability to execute projects and market oil and natural gas will depend upon numerous factors beyond the 
Corporation’s control, including: 

 the availability of processing capacity; 
 the availability and proximity of pipeline capacity; 
 the availability of storage capacity; 
 the supply of and demand for oil and natural gas; 
 the availability of alternative fuel services; 
 the effects of inclement weather; 
 the availability of drilling and related equipment; 
 unexpected cost increases; 
 accidental events; 
 failure of aging infrastructure from former operations; 
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 currency fluctuations; 
 changes in regulations; 
 the availability and productivity of skilled labor; 
 the regulation of the oil and natural gas industry by various levels of government and governmental 

agencies; and 
 joint venture partner conflicts of interest. 

As a result of the foregoing factors, the Corporation may be unable to execute projects on time, on budget or at all, 
and may not be able to effectively market the oil and natural gas that it produces. 

Availability of and Access to Drilling and Related Equipment 

Oil and natural gas exploration and development activities are dependent on the availability of drilling, recompletion 
and related equipment in the particular areas where such activities will be conducted.  Demand for such limited 
equipment or access restrictions may affect the availability of such equipment to the Corporation and may delay 
exploration, rehabilitation and development activities and affect the Corporation’s results of operations.  If the demand 
for, and wage rates of, qualified rig crews and other personnel rise, then the oil and gas industry and the Corporation 
may experience shortages of qualified personnel to operate drilling rigs and to conduct other work.  This may delay 
the Corporation’s exploration, rehabilitation, development and production operations and may adversely affect the 
Corporation and its results of operations.  To the extent the Corporation is not the operator of its oil and gas 
properties, the Corporation will be dependent on such operators for the timing of activities related to such properties 
and will be limited in its ability to direct or control the operations. 

Risk of Foreign Operations 

The Corporation’s principal oil and natural gas properties are currently located in Azerbaijan.  As such, the 
Corporation is subject to political, economic, and other uncertainties, including, but not limited to, expropriation of 
property without fair compensation, changes in energy policies or the personnel administering them, nationalization, 
currency fluctuations and devaluations, exchange controls, royalty and tax increases and other risks arising out of 
foreign governmental sovereignty over areas in which the Corporation’s operations are conducted.  In the event of a 
dispute arising in connection with the Corporation’s operations outside of the United States and Canada, the 
Corporation may be subject to the exclusive jurisdiction of foreign courts or may not be successful in subjecting 
foreign persons to the jurisdictions of the courts of the United States or Canada or enforcing judgments from the 
United States or Canada in other jurisdictions.  The Corporation may also be hindered or prevented from enforcing its 
rights with respect to a governmental instrumentality because of the doctrine of sovereign immunity.  Accordingly, the 
Corporation’s exploration, development and production activities outside of the United States and Canada could be 
substantially impacted by factors beyond the Corporation’s control, any of which could have a material impact on the 
Corporation. 

The Corporation’s operations may be adversely affected by changes in governmental policies and legislation or social 
instability and other factors which are not within control of the Corporation including, among other things, a change in 
crude oil or natural gas pricing policy, the actions of national labor unions, the risks of war, terrorism, abduction, 
expropriation, nationalization, renegotiation or nullification of existing concessions and contracts, changes in taxation 
policies, economic sanctions and the imposition of specific drilling obligations and the development and abandonment 
of oil or natural gas fields. In addition, the Corporation may be at a disadvantage in that it may be required to compete 
against corporations or other entities from countries that are not subject to Canadian laws and regulations, including 
the Corruption of Foreign Public Officials Act (or similar legislation of other jurisdictions, including the United States 
Foreign Corrupt Practices Act). 

The Corporation’s operations and expenditures are to some extent paid in foreign currencies.  As a result, the 
Corporation is exposed to market risks resulting from fluctuations in foreign currency exchange rates.  A material 
increase or drop in the value of any such foreign currency could result in a material adverse effect on the 
Corporation’s cash flow and revenues.  Currently, there are no significant restrictions on the repatriation of capital and 
distribution of earnings from Azerbaijan to foreign entities.  However, there can be no assurance that restrictions on 
repatriation of capital or distributions of earnings from Azerbaijan will not be imposed in the future. 

The Corporation is not currently using exchange rate derivatives to manage exchange rate risks.  In addition, the 
Corporation’s results will be reported in United States Dollars and any foreign currency denominated monetary 
balances could result in gains and losses that may increase the variability of earnings. 
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Risk Factors Relating to Operations in Azerbaijan 

Beyond the risks inherent in the oil and natural gas industry, the Corporation is subject to additional risks resulting 
from doing business in Azerbaijan.  While the Corporation will attempt to reduce many of these risks through 
agreements with the Government of Azerbaijan and others, no assurance can be given that such risks have been 
mitigated.  The risks include matters arising from the evolving laws and policies of Azerbaijan, the imposition of 
special taxes or similar charges, oil export or pipeline restrictions, foreign exchange fluctuations and currency 
controls, the unenforceability of contractual rights or the taking of property without fair compensation, restrictions on 
the use of expatriates in operations and other matters.  In addition, corruption in Azerbaijan is pervasive at many 
levels which expose foreign companies like the Corporation to a number of financial and lease risks, all of which are 
beyond the control of the Corporation. 

Regulatory Regime 

The Corporation bears the risk that a change of government could occur and a new government may void the 
contracts, laws and regulations that the Corporation is relying upon for the exploration, rehabilitation, development 
and production of oil and natural gas and operations relating thereto.  Regulations with respect to exploration and 
production operations may be revised at any time.  There can be no assurance that any such regulatory enactments 
will not have a materially adverse effect on the operations or the revenues generated in Azerbaijan. 

Legal Risks 

Laws relating to corporate law, tax law, customs law and currency and banking legislation are subject to modifications 
or revision by Azerbaijan.  Non-compliance may have consequences which are out of proportion to the severity of the 
noncompliance.  Contracts may be susceptible to conflicting interpretations, revision or cancellation and legal redress 
may be uncertain, delayed or unavailable.  It is possible that Azerbaijan may make changes to laws, decrees, rules or 
regulations which may restrict the rights or benefits accruing to the Corporation or which may increase its financial 
obligations. 

Non-Resident Directors and Officers 

A majority of the directors and officers of the Corporation reside outside of Canada and substantially all of the assets 
of these persons are located outside of Canada.  As these individuals that reside outside of Canada, it may not be 
possible for investors to collect from such individuals judgments obtained in Canadian courts predicated on the civil 
liability provisions of securities legislation. 

Regional Risk 

Azerbaijan is located in a region that has, at times, been politically unstable.  Regional wars or other forms of 
instability in the region that may or may not directly involve Azerbaijan could have an adverse impact on Azerbaijan’s 
ability to engage in international trade or the exploration, rehabilitation, development and production of oil and gas 
assets in Azerbaijan by the Corporation. 

Conflicting Interests with Partners 

Joint venture, acquisition, financing and other agreements and arrangements must be negotiated with independent 
third parties and, in some cases, must be approved by governmental agencies.  These third parties generally have 
objectives and interests that may not coincide with the Corporation’s interests and may conflict with the Corporation’s 
interests.  Unless the parties are able to resolve these conflicting objectives and interests in a mutually acceptable 
manner, agreements and arrangements with these third parties will not be consummated, which would likely have a 
material adverse effect on the Corporation’s financial condition and results of operations. 

In certain circumstances, the consent of joint venturers may be required for various actions.  Other parties influencing 
the timing of events may have priorities that differ from the Corporation’s, even if they generally share the 
Corporation’s objectives.  Demands by or expectations of governments, joint venturers, customers, and others may 
affect the Corporation’s strategy regarding the various projects.  Failure to meet such demands or expectations could 
adversely affect the Corporation’s participation in such projects or its ability to obtain or maintain necessary licenses 
and other approvals.  If that were to occur, it would likely have an adverse effect on the Corporation’s financial 
condition and results of operations. 
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Competition 

The oil and gas industry is highly competitive particularly as it pertains to the search for and development of new 
sources of oil and natural gas reserves, the construction and operation of oil and natural gas pipelines and facilities, 
and the transportation and marketing of oil, natural gas, sulphur and other petroleum products.  The Corporation’s 
competitors include major integrated oil and gas companies and numerous other independent oil and gas companies, 
some of which have greater financial, technical and other resources than the Corporation.  The Corporation’s ability to 
establish reserves in the future will depend not only on its ability to explore and develop its present properties, but 
also on its ability to select and acquire suitable producing properties or prospects for exploratory drilling.  There is no 
assurance that the Corporation will be able to successfully compete against its competitors. 

Expiration of Contract Terms 

The Corporation’s property interests are generally expected to be held indirectly in the form of PSAs.  If the 
Corporation or the holder of the interests in the PSA fails to meet the specific requirement(s) of a PSA, the interest or 
any part thereof may terminate or expire.  There can be no assurance that any of the obligations required to maintain 
each interest in a PSA will be met.  The termination or expiration of the Corporation’s particular interest in a PSA, 
including the ERDPSA, will likely have a material adverse effect on the Corporation’s financial condition and results of 
operations. 

See “Narrative Description of the Business – Description of the ERDPSA”. 

Reserve Replacement 

The Corporation’s future oil and natural gas reserves, production, if any, and cash flows to be derived therefrom are 
entirely dependent on the Corporation successfully acquiring, discovering and developing new reserves.  Without the 
initial establishment and the continual addition of new reserves, any existing reserves the Corporation may have at 
any particular time and the production therefrom will decline over time as such existing reserves are exploited, which 
would adversely affect the Corporation’s results of operations, cash flows and financial condition of the Corporation.  
Establishment of the Corporation’s reserves will depend not only on the Corporation’s ability to develop any properties 
it may have from time to time, but also on its ability to select and acquire suitable producing properties or prospects.  
There can be no assurance that the Corporation’s future exploration and development efforts will result in the 
discovery and development of commercial accumulations of oil and natural gas. 

Reliance on Key Personnel 

The Corporation’s success will depend in large measure on certain key personnel.  The loss of the services of such 
key personnel could have a material adverse effect on the Corporation.  The Corporation does not have key person 
insurance in effect for management of the Corporation.  The contributions of these individuals to the immediate 
operations of the Corporation are likely to be of central importance.  In addition, the competition for qualified personnel 
in the oil and natural gas industry is intense and there can be no assurance that the Corporation will be able to 
continue to attract and retain all personnel necessary for the development and operation of its business. 

Availability of Services 

The availability of the services necessary to drill and complete the types of horizontal oil wells that form a substantial 
portion of the Corporation’s planned exploration and development activities in 2015 remains constrained due to 
increased demand and competition for such services.  Such constraint may increase the costs of such services or 
result in the delay of planned exploration and development activities. 

Assessments of Value of Acquisitions 

Acquisitions of oil and natural gas companies and assets are typically based on engineering and economic 
assessments made by independent engineers and the Corporation’s own assessments.  These assessments will 
include a series of assumptions regarding such factors as recoverability and marketability of oil and natural gas, future 
prices of oil and natural gas and operating costs, future capital expenditures and royalties, and other government 
levies which will be imposed over the producing life of the reserves.  Many of these factors are subject to change and 
are beyond the Corporation’s control.  In particular, the prices of, and markets for, oil and natural gas products may 
change from those anticipated at the time of making such assessment.  In addition, all such assessments involve a 
measure of geologic and engineering uncertainty which could result in lower production and reserves than anticipated.  
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Initial assessments of acquisitions may be based on reports by a firm of independent engineers that are not the same 
as the firm that the Corporation uses for its year end reserve evaluations.  Because each of these firms may have 
different evaluation methods and approaches, these initial assessments may differ significantly from the assessments 
of the firm used by the Corporation.  Any such instance may result in a reduction in the price of the Common Shares. 

Acquisition Risks 

Although the Corporation intends to perform a review of properties prior to obtaining licenses or acquiring them that it 
believes is consistent with industry practice, such reviews are inherently incomplete.  It is generally not feasible to 
review in depth every individual property involved in each acquisition.  Generally, the Corporation plans to focus its 
due diligence efforts on higher valued properties and will sample the remainder.  However, even an in depth review of 
all properties and records may not necessarily reveal existing or potential problems, nor will it permit a buyer to 
become sufficiently familiar with the properties to assess fully their deficiencies and capabilities.  The Corporation may 
be required to assume pre closing liabilities, including environmental liabilities, and may acquire interest in properties 
on an “as is” basis. 

Failure to Realize Anticipated Benefits of Acquisitions and Dispositions 

The Corporation intends to obtain licenses and make acquisitions and dispositions of businesses and assets in the 
ordinary course of business.  Achieving the benefits of acquisitions depends in part on successfully consolidating 
functions and integrating operations and procedures in a timely and efficient manner as well as the Corporation’s 
ability to realize the anticipated growth opportunities and synergies from combining the acquired businesses and 
operations with those of the Corporation.  The integration of acquired businesses may require substantial 
management effort, time and resources and may divert management’s focus from other strategic opportunities and 
operational matters.  Management continually assesses the value and contribution of services provided and assets 
required to provide such services.  In this regard, non-core assets are periodically disposed of, so that the Corporation 
can focus its efforts and resources more efficiently.  Depending on the state of the market for such non-core assets, 
certain non-core assets of the Corporation, if disposed of, could be expected to realize less than their carrying value 
on the consolidated financial statements of the Corporation. 

Internal Controls 

Effective internal controls over financial reporting are necessary for the Corporation to provide reliable financial 
reports and to help prevent fraud.  While the Corporation undertakes a number of procedures in order to help ensure 
the reliability of its financial reports, including those imposed on it under Canadian securities laws, the Corporation 
cannot be certain that such measures will ensure that the Corporation will maintain adequate control over financial 
processes and reporting.  Failure to implement required new or improved controls, or difficulties encountered in their 
implementation or execution, could impact the Corporation’s results of operations or impair the ability to meet its 
reporting obligations.  If the Corporation or its independent auditors discover a material weakness, the disclosure of 
that fact, even if quickly remedied, could reduce the market’s confidence in the Corporation’s financial statements. 

At the operational level, BEOC is an entity in which the Corporation has an indirect interest through its minority 
shareholder position in Bahar Energy.  As such, the Corporation relies upon employees of BEOC for the accumulation 
and reporting of financial data in respect of the Corporation’s interests in Azerbaijan, and on regular physical visits to 
Azerbaijan by the Corporation’s management and Auditors to overview this activity.  A major disruption in the flow of 
information from Bahar Energy and BEOC could impact the accuracy of financial reporting and management 
information. 

The Corporation’s ability to affect change within Bahar Energy and BEOC related to internal controls is related to the 
Corporation’s ability to influence the Bahar Board and Bahar Shareholders.  In practice, the unanimous consent of the 
Bahar Board and Bahar Shareholders is required for most actions.  The ability of the Corporation to second personnel 
into key management positions in BEOC may be limited, because even with unanimous board of director direction, 
there is no guarantee that the recommended changes will be effectively implemented in a timely manner at the BEOC 
level. 

The inability to reach unanimous consent by the Bahar Board and Bahar Shareholders addressing issues of 
importance to the Corporation, or the inability to second the Corporation’s personnel into key management positions 
inside BEOC’s organization, may materially impact the Corporation’s ability to obtain timely and reliable financial 
reports and ability to prevent fraud.  The failure of Bahar Energy or BEOC to take corrective actions on a timely basis 
may have a material adverse effect on the Corporation’s financial condition and results of operations. 
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Environmental Risks and Regulations 

All phases of the oil and gas industry present environmental risks and are subject to environmental regulation 
pursuant to a variety of international conventions and local laws and regulations.  Such legislation provides for, among 
other things, restrictions and prohibitions on the release or emission of various substances produced in association 
with certain oil and gas industry operations.  In addition, such legislation requires that well and facility sites be 
operated, maintained, abandoned and reclaimed to the satisfaction of applicable authorities.  Compliance with such 
legislation can require significant expenditures and a breach of such requirements may result in suspension or 
revocation of necessary licenses and authorizations, civil liability for pollution damage, and the imposition of fines and 
penalties any of which may materially adversely affect the Corporation’s financial condition and results of operations.  

Environmental legislation is becoming increasingly stringent and the costs of regulatory compliance are increasing.  
No assurance can be given that environmental legislation will not result in a curtailment of production or a material 
increase in the costs of exploration, development or production activities or otherwise adversely affect the 
Corporation’s financial condition, results of operations or prospects. 

Insurance 

The Corporation’s involvement in the exploration for and development of oil and gas properties may result in the 
Corporation becoming subject to liability for pollution, blow outs, property damage, personal injury or other hazards.  
The insurance the Corporation maintains may not be sufficient to cover the full extent of such liabilities.  In addition, 
such risks may not be insurable or, in certain circumstances, the Corporation may elect not to obtain insurance to deal 
with specific risks due to the high premiums associated with such insurance or other reasons.  The payment of such 
uninsured liabilities would reduce the funds available to the Corporation.  The occurrence of a significant event that 
the Corporation is not fully insured against, or the insolvency of the insurer of such event, could have a material 
adverse effect on the Corporation’s financial position, results of operations and prospects. 

Delays in Business Operations 

In addition to the usual delays in payments by purchasers of oil and natural gas to the Corporation, payments to the 
Corporation or Bahar Energy may be delayed due to restrictions imposed by lenders, accounting delays, delays in the 
sale or delivery of products, delays in the connections of wells to a gathering system, adjustment for prior periods, or 
recovery of expenses incurred in the operation of the properties.  Any of these delays could reduce the amount of 
cash flow available for the Corporation in a given period and expose the Corporation to additional third party credit 
risks. 

Alternatives to and Changing Demand for Petroleum Products 

Fuel conservation measures, alternative fuel requirements, increasing consumer demand for alternatives to oil and 
natural gas, and technological advances in fuel economy and energy generation devices could reduce the demand for 
oil and other liquid hydrocarbons.  The Corporation cannot predict the impact of changing demand for oil and natural 
gas products, and any major changes may have a material adverse effect on the Corporation’s business, financial 
condition, results of operations and cash flows. 

Corporate Structure 

From time to time, the Corporation may take steps to organize its affairs in a manner that minimizes taxes and other 
expenses payable with respect to the operation of the Corporation and its subsidiaries.  If the manner in which the 
Corporation structures its affairs is successfully challenged by taxation or other authorities, the Corporation and the 
holders of Common Shares may be adversely affected. 

Financial Instruments and Hedging 

At such time as oil and/or natural gas production is achieved by the Corporation and from time to time thereafter, the 
Corporation may enter into agreements to receive fixed prices on such production to offset the risk of revenue losses 
if commodity prices decline; however, if commodity prices increase beyond the levels set in such agreements, the 
Corporation will not benefit from such increases and the Corporation may nevertheless be obligated to pay royalties 
on such higher prices, even though not received by it, after giving effect to such agreements. 
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Issuance of Debt and Borrowing 

From time to time, the Corporation may enter into transactions to acquire assets or the shares of other corporations.  
These transactions may be financed partially or wholly with debt, which may increase the Corporation’s debt levels 
above industry standards.  Depending on future exploration and development plans, the Corporation may require 
additional equity and/or debt financing that may not be available or, if available, may not be available on favorable 
terms.  Neither the Corporation’s articles nor its by-laws limit the amount of indebtedness that the Corporation may 
incur.  The level of the Corporation’s indebtedness, from time to time, could impair the Corporation’s ability to obtain 
additional financing in the future on a timely basis, impairing its ability to take advantage of business opportunities that 
may arise. 

The Corporation’s potential lenders will likely require security over substantially all of the assets of the Corporation.  If 
the Corporation becomes unable to pay its debt service charges or otherwise commits an event of default, such as 
bankruptcy, these lenders may foreclose on or sell some or potentially all of the Corporation’s properties.  The 
proceeds of any such sale would be applied to satisfy amounts owed to the Corporation’s lenders and other creditors 
and only the remainder, if any, would be available to the Corporation. 

Failure to Maintain Listing of the Common Shares 

The Common Shares are currently listed for trading on the facilities of the TSXV.  The failure of the Corporation to 
meet the applicable listing or other requirements of the TSXV in the future may result in the Common Shares ceasing 
to be listed for trading on the TSXV, which would have a material adverse effect on the value of the Common Shares.  
There can be no assurance that the Common Shares will continue to be listed for trading on the TSXV. 

Third Party Credit Risk 

The Corporation may be exposed to third party credit risk through its contractual arrangements with joint venture 
partners, with marketers of petroleum and natural gas production and other parties.  In the event such entities fail to 
meet their contractual obligations to the Corporation, such failures could have a material adverse effect on the 
Corporation and its cash flow from operations.  In addition, poor credit conditions in the industry and of joint venture 
partners of the Corporation may impact a joint venture partner’s willingness to participate in the Corporation’s ongoing 
capital program, potentially delaying the program and the results of such program until the Corporation finds a suitable 
alternative partner. 

Governmental Regulation 

The petroleum industry is subject to regulation and intervention by governments in such matters as the awarding of 
exploration and production interests, the imposition of specific drilling obligations, environmental protection controls, 
control over the development and abandonment of fields (including restrictions on production) and possibly 
expropriation or cancellation of contract rights.  As well, governments may regulate or intervene with respect to price, 
taxes, royalties and the exportation of oil and natural gas.  Such regulations may be changed from time to time in 
response to economic or political conditions.  The implementation of new regulations or the modification of existing 
regulations affecting the oil and gas industry could reduce demand for natural gas and oil, increase costs and may 
have a material adverse impact on the Corporation.  Export sales are subject to the authorization of provincial and 
federal government agencies and the corresponding governmental policies of foreign countries.  Development of 
reserves and rates of return are also susceptible to changes in governmental fiscal policy.  Generally, government 
and other regulatory licenses and permits are required to conduct exploration, rehabilitation, development and 
production activities.  The issuance of such licenses and permits is subject to the discretion of the applicable 
governments or governmental agencies and offices, and there can be no assurance that the Corporation will be able 
to obtain all necessary licenses and permits that may be required to carry out its exploration, rehabilitation, 
development and production activities at its properties. 

The Corporation must comply with known standards, existing laws and regulations.  New laws and regulations, 
amendments to existing laws and regulations or more stringent enforcement of existing laws and regulations could 
have a material adverse impact on the Corporation and its results of operations, financial condition and prospects. 

Development of the Corporation’s properties requires the approval by applicable regulatory authorities of the plans of 
the Corporation with respect to the drilling and development of such properties.  A failure to obtain such approval on a 
timely basis or the imposition of material conditions by such authority in connection with the approval may materially 
affect the prospects of the Corporation. 
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Litigation Matters 

Claims may be made against the Corporation and in the event of such claims arising, management of the Corporation 
will undertake a review to determine what, if any, action the Corporation should take.  Any claim, whether or not 
without merit, may prove time consuming to evaluate, result in costly litigation and may cause delay in the operations 
and/or business of the Corporation. 

Labor 

The Corporation may be dependent on local labor to carry out site work relating to its international operations.  The 
Corporation may directly employ local workers and may be subject to local labor laws.  There can be no assurance 
that labor related disputes, developments or actions, including strikes, may not occur in the future.  Such occurrences 
may have a material adverse impact on the business, operations, prospects and financial condition of the Corporation. 

Costs of New Technologies 

The oil and gas industry is characterized by rapid and significant technological advancements and introductions of 
new products and services utilizing new technologies.  Other oil and gas companies may have greater financial, 
technical and personnel resources that allow them to enjoy technological advantages and may in the future allow 
them to implement new technologies before the Corporation does.  There can be no assurance that the Corporation 
will be able to respond to such competitive pressures and implement such technologies on a timely basis or at an 
acceptable cost.  One or more of the technologies currently utilized by the Corporation or implemented in the future 
may become obsolete.  In such case, the Corporation’s business, financial condition and results of operations could 
be materially adversely affected.  If the Corporation is unable to utilize the most advanced commercially available 
technology, the Corporation’s business, financial condition and results of operations could be materially adversely 
affected. 

Conflicts of Interest 

Certain directors and officers of the Corporation are also directors of other companies and as such may, in certain 
circumstances, have a conflict of interest requiring them to abstain from certain decisions.  Conflicts, if any, will be 
subject to the procedures as established by the Board and in accordance with applicable corporate laws. 

Share Price Volatility 

The market price of the Common Shares could be subject to wide fluctuations in response to the Corporation’s results 
of operations, changes in earnings estimates by analysts, changing conditions in the oil and gas industry, or changes 
in general market, economic or political conditions. 

Forward Looking Information May Prove Inaccurate 

Readers are cautioned not to place undue reliance on forward looking information.  By its nature, forward looking 
information involves numerous assumptions, known and unknown risks and uncertainties, of both a general and 
specific nature, that could cause actual results to differ materially from those suggested by the forward looking 
information or contribute to the possibility that predictions, forecasts or projections will prove to be materially 
inaccurate. 

Additional information on the risks, assumptions and uncertainties are found in this Annual Information Form under 
the heading “Special Note Regarding Forward Looking Statements”. 

DIVIDEND POLICY 

The Corporation has not declared or paid any dividends since its conversion to a corporation on February 19, 2010, 
and while it may pay dividends in the future, the Corporation does not anticipate the declaration or payment of 
dividends in the foreseeable future.  Any decision to pay dividends on its shares will be made by the Board based on 
the Corporation’s earnings, financial requirements and other conditions existing at such future time. 
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DESCRIPTION OF CAPITAL STRUCTURE 

Share Capital 

The Corporation’s authorized share capital consists of: (i) 49,900,000 Common Shares; and (ii) 100,000 preferred 
shares (“Preferred Shares”).  As of the date hereof, an aggregate of 22,105,438 Common Shares are issued and 
outstanding and no Preferred Shares are issued and outstanding. 

Common Shares 

The holders of the Common Shares are entitled to vote upon all matters submitted to a vote of holders of Common 
Shares and are entitled to one vote in respect of each Common Share held.  The holders of the Common Shares are 
entitled to receive such dividends (payable in cash, stock or otherwise) as may be declared by the Board at any time 
and from time to time out of any funds of the Corporation legally available therefore.  In the event of any voluntary or 
involuntary liquidation, dissolution or wind up of the Corporation, after payment or provision for payment of the debts 
and other liabilities of the Corporation and subject to the preferential or other rights (if any) of the holders of shares of 
any issued and outstanding Preferred Shares in respect thereof, the holders of Common Shares shall be entitled to 
receive all of the remaining assets of the Corporation available for distribution to its shareholders, prorated in 
proportion to the number of shares of Common Shares held by them. 

Preferred Shares 

The Board may issue Preferred Shares at any time and from time to time in one or more series.  The Board has the 
authority to issue Preferred Shares in series and determine the price, number, designation, rights, privileges, 
restrictions and conditions, including dividend rights, conversion rights, and rights with respect to the distribution of 
assets in the event of the dissolution or winding up of the Corporation and preferential rights, of each series without 
further vote or action by shareholders. 

Debentures 

On May 30, 2012, the Corporation issued CAD$23,725,000 aggregate principal amount of Debentures, at a price of 
CAD$1,000 per Debenture, which includes the exercise, in part, of an option granted to the underwriters to purchase 
up to an additional CAD$5,000,000 aggregate principal amount of Debentures at a price of CAD$1,000 per 
Debenture.  

The Debentures bear interest at 9.0% per annum, payable semi-annually in arrears on May 31 and November 30 
commencing on November 30, 2012 and will mature and be repayable on May 31, 2017 (the “Debenture Maturity 
Date”). 

Each CAD$1,000 principal amount of the Debentures is convertible at the option of the holder at any time prior to the 
close of business on the earlier of the business day immediately preceding the Debenture Maturity Date and, if 
applicable, the last business day immediately preceding the date fixed for redemption, into approximately 117 
Common Shares, based on a conversion price of CAD$8.55 per Common Share (the “Conversion Price”), subject to 
certain anti-dilution provisions.  Holders who convert their Debentures will receive accrued and unpaid interest for the 
period from the date of the latest interest payment date to the date of conversion. 

The Debentures will not be redeemable by the Corporation before May 31, 2015.  On and after June 1, 2015 and prior 
to the Debenture Maturity Date, the Debentures may be redeemed in whole or in part from time to time at the option of 
the Corporation on not more than 60 days and not less than 40 days prior notice, at a price equal to their principal 
amount plus accrued and unpaid interest, provided that the weighted average trading price of the Common Shares on 
the TSXV for the 20 consecutive trading days ending five trading days preceding the date on which the notice of 
redemption is given is at least 125% of the Conversion Price. 

See “General Development of the Business - Year Ended 2012”. 

First Loan 

On November 25, 2013, the Corporation executed a $25.0 million First Loan Agreement through the First Lender. As 
at December 31, 2013, the Corporation had drawn down on $5.0 million on the loan facility. During 2014, the 
Corporation drew down on the remaining $20.0 million on the loan facility and, as at December 31, 2014, the 
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Corporation has drawn the full $25.0 million available under the First Loan Agreement.  See “General Development of 
the Business - Year Ended 2013” and “General Development of the Business - Year Ended 2014”. 

Second Loan  

On June 27, 2014, the Corporation executed a $21.0 million Second Loan Agreement (“Second Loan”) through 
the Second Lender.  As at December 31, 2014, the Corporation had drawn down on $18.5 million on the loan facility. 
See “General Development of the Business - Year Ended 2014”. 

MARKET FOR SECURITIES 

Trading Price and Volume 

The Common Shares are listed and posted for trading on the TSXV under the symbol “GNF”.  The following table sets 
forth the price range and trading volume of the Common Shares as reported by the TSXV for the period January 1, 
2014 to December 31, 2014: 

 Price Range (CAD$)  
Period High Low Trading Volume 

2014 
January 3.75 2.96 144,180 
February 3.47 3.25 296,747 
March 3.50 3.10 44,500 
April 3.39 3.11 1,088,100 
May 3.27 3.00 58,775 
June 3.06 2.89 155,150 
July 3.11 2.70 193,600 
August 3.00 2.75 205,400 
September 2.75 1.53 61,879 
October 2.00 1.56 131,750 
November 1.65 1.00 33,830 
December 1.15 0.71 496,700 
 
The Debentures are listed and posted for trading on the TSXV under the symbol “GNF.DB”.  The following table sets 
forth the price range and trading volume of the Debentures as reported by the TSXV for the period January 1, 2014 to 
December 31, 2014: 

 Price Range (CAD$)(1)  
Period High Low Trading Volume 

2014    
January 67.00 55.00 2,120 
February 66.50 65.00 510 
March 70.00 69.00 400 
April 70.00 65.01 2,890 
May 66.00 65.25 3,770 
June 65.00 53.00 1,190 
July 59.99 59.90 800 
August 59.90 59.90 0 
September 60.00 45.00 2,830 
October 45.00 28.00 5,830 
November 28.00 24.00 12,670 
December 27.50 20.00 7,830 
 
(1) Per CAD$100 principal amount of Convertible Debentures 
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Prior Sales 

The Corporation granted the following options to purchase Common Shares during the year ended December 31, 
2014: 

Date of Grant 

Number of Options to 
Purchase Common 

Shares Granted 

Exercise Price 
per Common 

Share Vesting Provisions Expiry Date 

     

July 8, 2014 140,000 CAD$3.25 ¼ on July 8, 2014 and ¼ on May 8 of 
each year thereafter for 3 years 

July 8, 2019 

     

 

DIRECTORS AND OFFICERS   

The names, municipality of residence and principal occupation during the last five years of each of the directors and 
senior officers of the Corporation are as follows: 

Name and Municipally 
of Residence Principal Occupation During the Past 5 years 

Director or 
Officer Since 

Position(s)
Presently Held 

    
John W. Harkins(4) 
The Woodlands, Texas 
U.S.A. 

President and Chief Executive Officer of the Corporation 
since February 11, 2010; prior thereto, Vice President, 
Business Development of the Corporation from July 2008 
to February 2010. 

July 14, 2008 President, Chief 
Executive Officer 
and Director 

    
A. Wayne Curzadd 
Houston, Texas 
Katy, Texas 
U.S.A. 

Senior Vice President and Chief Financial Officer since 
August 9, 2012; prior thereto, Vice President and 
Controller of the Corporation from March 2008. 

October 1, 2008 Senior Vice 
President, Chief 
Financial Officer  
and Treasurer  

    
Richard E. MacDougal(2) 
The Woodlands, Texas 
U.S.A. 

President of Viridis Petroleum since 2013.  Prior thereto, 
Senior Vice President and Chief Operating Officer of the 
Corporation from February 11, 2010 through June 30, 
2013; prior thereto, President of the Corporation from 
November 30, 2007 to February 2010.

November 30, 2007 Co-founder and 
Director 

    
Michael J. Hibberd(1)(3)(4) 
Calgary, Alberta 
Canada 

Chairman and President of MJH Services Inc., a 
corporate finance advisory business established in 1995.  
Chairman of Canacol Energy Ltd., former Chairman of 
Heritage Oil Plc. and Heritage Oil Corporation, and 
Executive Vice-Chairman of Sunshine Oilsands Ltd., all 
public oil and gas exploration companies.  Director of 
Montana Exploration Corp. and Pan Orient Energy Corp. 

February 23, 2010 Chairman and 
Director 

    
Garry P. Mihaichuk(1)(2)(3) 
Calgary, Alberta 
Canada 

Mr. Mihaichuk is a corporate director who has served as a 
director on 14 public and private companies since 1996. 
Mr. Mihaichuk is currently the Managing Director of 
Translang Technologies Ltd., Director of Badger 
Daylighting Ltd., Director of Connacher Oil and Gas 
Limited, Director of Nordic Petroleum AS, Director and 
President of Nordic America’s Inc., Director of RLG 
International and Director of Friends of the Calgary 
Philharmonic Orchestra. 

February 23, 2010 Director 

    
Gerald F. Clark(1)(4) 

Houston, Texas 
U.S.A. 

Business, financial and general management consultant 
since January 2012.  Prior thereto, CEO and CFO of Ciris 
Energy, Inc. from September 2009 to November 2011. 

September 3, 2012 Director 
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Name and Municipally 
of Residence Principal Occupation During the Past 5 years 

Director or 
Officer Since 

Position(s)
Presently Held 

    
Alex T. Warmath(2)(3) 
The Woodlands, Texas 
U.S.A. 

President of ACOGIF LLC, an oil and gas company 
established in January 2012.  Co-founder and Director of 
NEGRI Environmental LLC and Co-founder and Director 
of GFI Petroleum (Central America) Limited.  All 
companies are private concerns engaged either in the oil 
and gas exploration and development or providing 
services to the oil and gas business in the Permian Basin 
in Texas.  Also serves on the Advisory Board for the 
University of Arkansas.  Chief Executive Officer of the 
Corporation from November 30, 2007 to February 11, 
2010 and  Senior Vice President and Chief Technical 
Officer of the Corporation from February 11, 2010 to 
January 5, 2012, prior to retirement. 

November 30, 2007 Co-founder and 
Director 

    
Janet A. Nussbaum 
Houston, Texas 
U.S.A. 

General Counsel and Secretary of the Corporation since 
October 2008. 

October 1, 2008 General Counsel 
and Secretary 

    
Norman G. Benson 
Houston, TX 
U.S.A. 
 

COO and Senior Vice President of the Corporation since 
June 30, 2013.  Senior Vice President of the Corporation 
since May 19, 2011.  General Manager of Anadarko Brazil 
from January 2011 until retirement in May 2011.  Vice 
President Operations of Anadarko Algeria from May 2009 
until January 2011. 

May 19, 2011 Senior Vice 
President and 
Chief Operating 
Officer 

    
Jose Perez-Bello 
Katy, Texas 
U.S.A 

Vice President and Controller since August 9, 2012; prior 
thereto, Assistant Controller of the Corporation from 
October 1, 2008. 

August 9, 2012 Vice President 
and Controller 

 
Notes: 

(1) Member of the Audit Committee. 
(2) Member of the Reserves Committee. 
(3) Member of the Compensation Committee. 
(4) Member of the Corporate Governance and Nominating Committee. 

The term of office of all directors will expire at the next annual meeting of the shareholders of the Corporation. 

As of the date of this Annual Information Form, the directors, officers and senior management of the Corporation, as a 
group, beneficially own, directly or indirectly 4,034,199 Common Shares of the Corporation or approximately 18.25% 
of the issued and outstanding Common Shares. 

Cease Trade Orders 

To the knowledge of management, no director or executive officer of the Corporation is, as of the date of this Annual 
Information Form, or was, within the 10 years before the date hereof, a director, chief executive officer or chief 
financial officer of any company that was the subject of a cease trade order, an order similar to a cease trade order or 
an order that denied the company access to any exemption under securities legislation that was in effect for a period 
of more than 30 consecutive days, that was issued (i) while such person was acting in that capacity, or (ii) after such 
person was acting in such capacity and which resulted from an event that occurred while that person was acting in 
such capacity. 

Creditor Proceedings and Bankruptcies 

Other than as disclosed below, to the knowledge of management, no director or executive officer of the Corporation, 
or shareholder holding a sufficient number of securities to affect materially the control of the Corporation is, as of the 
date of this Annual Information Form, or has been, within 10 years before the date hereof, a director or executive 
officer of any company that, while such person was acting in that capacity, or within a year of that person ceasing to 
act in that capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or 
was subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver 
manager or trustee appointed to hold its assets. 
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Mr. Hibberd was an independent director of Challenger Energy Corp. (“Challenger”) from December 1, 2005 until 
September 16, 2009.  Challenger obtained a creditor protection order under the Companies’ Creditors Arrangement 
Act (Canada), on February 27, 2009.  On June 19, 2009, Challenger announced that it had entered into an 
arrangement agreement in respect of the acquisition of Challenger by Canadian Superior Energy Inc.  On 
September 17, 2009, all of the common shares of Challenger were exchanged for shares of Canadian Superior 
Energy Inc. and all creditor claims of Challenger were fully honored. 

Mr. Hibberd was formerly a director of Skope Energy Inc. (a TSX listed oil and gas company), which commenced 
proceedings in the Court of Queen’s Bench of Alberta under the Companies’ Creditors Arrangement Act (Canada) to 
implement a restructuring in November 2012, which was completed on February 19, 2013. 

To the knowledge of management, no director or executive officer of the Corporation, or shareholder holding a 
sufficient number of securities to affect materially the control of the Corporation has, within the 10 years before the 
date of this Annual Information Form, become bankrupt, made a proposal under any legislation relating to bankruptcy 
or insolvency, or become subject to or instituted any proceedings, arrangement or compromise with creditors, or had 
a receiver, receiver manager or trustee appointed to hold the assets of the director, executive officer or shareholder. 

Penalties or Sanctions 

To the knowledge of management, no director or executive officer of the Corporation, or shareholder holding a 
sufficient number of securities to affect materially the control of the Corporation: (i) has been subject to any penalties 
or sanctions imposed by a court relating to securities legislation or by a securities regulatory authority; (ii) has entered 
into a settlement agreement with a securities regulatory authority; or (iii) has been subject to any other penalties or 
sanctions imposed by a court or regulatory body that would likely be considered important to a reasonable investor in 
making an investment decision. 

Conflicts of Interest 

There are potential conflicts of interest to which the directors and officers of the Corporation will be subject in 
connection with the operations of the Corporation.  The Board of Directors have adopted a set of related party 
transaction policies designed to minimize potential conflicts of interest arising from any dealings the Corporation may 
have with its affiliates and to provide appropriate procedures for the disclosure, approval and resolution of any actual 
or potential conflicts of interest that may exist from time to time.  Such policies provide, among other things, that all 
related party transactions, including any loans between the Corporation and its principal shareholders and its 
affiliates, will be approved by the Audit Committee, after considering all relevant facts and circumstances, including 
without limitation the commercial reasonableness of the terms, the benefit and perceived benefit, or lack thereof, to 
the Corporation, opportunity costs of alternative transactions, the materiality and character of the related party’s direct 
or indirect interest, and the actual or apparent conflict of interest of the related party, and after determining that the 
transaction is in, or not inconsistent with, the Corporation’s and its shareholders’ best interests. 

STATEMENT OF EXECUTIVE COMPENSATION  

For the purpose of this section, a “CEO” or “CFO” means each individual who served as Chief Executive Officer or 
Chief Financial Officer, respectively, of the Corporation or acted in a similar capacity during the most recently 
completed financial year.  A “Named Executive Officer” or “NEO” means each CEO, each CFO, each of the 
Corporation’s three (3) most highly compensated officers, other than the CEO and CFO, who were serving as officers 
at the end of the most recently completed financial year of the Corporation and whose total salary and bonus exceeds 
CAD$150,000, and any additional individuals (other than the CEO and CFO) for whom disclosure would have been 
provided except that the individual was not serving as an officer of the Corporation at the end of the most recently 
completed financial year end. 

Composition of the Compensation Committee 

During the year ended December 31, 2014, the compensation committee of the Board (the “Compensation 
Committee”) was composed of three (3) members: Messrs. Mihaichuk (Chairman), Hibberd and Warmath.  
Messrs. Mihaichuk and Hibberd are considered to be independent under section 1.4 of NI 52-110.  Mr. Warmath is not 
considered to be independent as he was formerly an executive officer and contractor of the Corporation. 

All of the members of the Compensation Committee have direct experience that is relevant to their responsibilities 
regarding executive compensation of the Corporation.  Specifically, Messrs. Mihaichuk and Hibberd have previously 
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acted as executive officers of either privately-held or publicly-traded natural resource sector issuers and also have 
extensive experience acting as directors of other publicly-traded oil and gas issuers and are currently members of the 
compensation committees of other public issuers. 

Because of this collective experience, the Compensation Committee has knowledge of typical day-to-day 
responsibilities and challenges faced by the Corporation’s management team, the role of a board of directors in 
reviewing the executive compensation of a reporting issuer, and first-hand knowledge regarding executive 
compensation policies and practices in the natural resources sector, all of which are beneficial to the Compensation 
Committee in the context of its review of the Corporation’s compensation policies and practices. 

Responsibility of the Compensation Committee 

The Compensation Committee exercises general responsibility regarding overall compensation of executive officers 
and employees of the Corporation.  It is responsible for the annual review and recommendation to the Board of: 
(i) executive compensation policies, practices and overall compensation philosophy; (ii) total compensation packages 
for all executive officers; (iii) bonuses and awards of Options under the Stock Option Plan and of share-based awards; 
and (iv) major changes in benefit plans.  Final approval of all compensation items rests with the Board. 

As part of its annual review of the Corporation’s compensation policies and practices, the Compensation Committee 
considers the implications of risks associated with the Corporation’s compensation policies and practices.  The 
Compensation Committee keeps itself apprised of the current compensation policies of other exploration and 
production companies and also draws upon the Compensation Committee members’ backgrounds as executives of 
publicly-traded oil and gas issuers to help identify and mitigate compensation policies and practices that could 
encourage a Named Executive Officer or individual at a principal business unit or division to take inappropriate or 
excessive risks.  As of the date hereof, the Compensation Committee is not aware of any material risks arising from 
the Corporation’s current compensation policies or practices that would be reasonably likely to have a material 
adverse effect on the Corporation. 

The Corporation does not currently have any policies in place that would prevent Named Executive Officers or 
directors from purchasing financial instruments that might be designed to hedge or offset a decrease in the market 
value of the Corporation’s equity securities awarded as compensation or held by Named Executive Officers or 
directors. 

Compensation Philosophy and Objectives 

The objectives of the Corporation’s executive compensation policy are to attract and retain individuals of high caliber 
to serve as officers of the Corporation, to motivate their performance in order to achieve the Corporation’s strategic 
objectives and to align the interests of executive officers with the long-term interests of the Shareholders.  These 
objectives are designed to ensure that the Corporation continues to grow on an absolute basis as well as to grow net 
cash flow and earnings per Share.  The Corporation’s primary compensation policy is to pay for performance.  
Accordingly, the performance of the Corporation and executive officers as individuals are both examined by the 
Compensation Committee. 

The Compensation Committee does not set specific performance objectives in assessing the performance of the 
Chief Executive Officer and other executive officers; rather the Compensation Committee uses its experience and 
judgment in determining an overall compensation package for the Chief Executive Officer and other executive officers. 
Some of the factors looked at by the Compensation Committee in assessing the performance of the Corporation and 
its executive officers are as follows: (a) effective implementation of the Corporations growth strategy; (b) overall and 
per share oil and gas reserve changes, looking at both proven and probable reserves; (c) operating costs and the 
change in operating costs per barrel of oil equivalent in the context of the overall market (for both current and longer 
periods); (d) the overall performance of the Common Shares on the TSXV; (e) general and administrative cost control; 
and (f) the Corporation’s performance for all of the above relative to its goals and objectives and in relation to the 
performance of its industry peer group. 

Critical performance objectives for the Chief Executive Officer and the other executive officers included protecting the 
Corporation’s interest in the Bahar project  by successfully managing partners’ and government relations, securing 
funding in challenging financial markets and completing the TPR1 and TPR2 performance goals under the ERDPSA, 
which included the attainment of production levels one-and-a-half and two times the 2008 average production rates or 
6,944 boe/d and 9,259 boe/d, respectively.  TPR1 was achieved on January 31, 2014 and TPR2 on March 31, 2014. 
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The Compensation Committee’s reviews include a comparison group consisting of publicly-traded companies 
engaged in the international oil and gas exploration and production industry, with similarities in related business 
activities, scope of operations and geographic regions, and organization size. 

The comparison group of companies is made up of:   

Africa Oil Corp, Antrim Energy Inc., Calvalley Petroleum Inc., Condor Petroleum Inc., Falcon Oil & 
Gas Ltd., Madalena Ventures Inc., Mart Resources Inc., Pan Orient Energy Corp., Petrodorado 
Energy Ltd., PetroMagdalena Energy Corp., Petromanas Energy Inc., Stream Oil & Gas Ltd., Suroco 
Energy Inc., TAG Oil Ltd., WesternZagros Resources Ltd. and Winstar Resources Ltd. 

The Compensation Committee annually reviews the composition of the comparison group of companies and updates 
the compensation data taken from such group and other sources.  The Compensation Committee reviews the total 
compensation package of the Corporation’s executive officers within the context of the comparison group to ensure 
that the compensation of the Corporation’s directors and executive officers remains appropriate, particularly in view of 
the evolution of the comparison group’s compensation practices and the market in general. 

Executive Compensation Analysis 

The Corporation’s executive compensation program has three principal components: base salary, incentive bonus 
plan and long-term incentives in the form of options and share-based awards. 

Base Salaries 

Base salary provides an immediate cash incentive for the Corporation’s executive officers.  The Corporation intends to 
pay base salaries that are competitive with those of, but not above, comparable companies in the oil and gas industry.  
The Compensation Committee compares the base salaries of the executive officers of the Corporation with those of 
the executive officers at peer-surveyed companies in the oil and gas industry and expects to set the executive officer’s 
pay level at approximately the 50th percentile level of the industry average for such positions while attempting to adjust 
for the Corporation’s size, at the start of the year.  Factors looked at in assessing peer companies include average 
daily production on a barrel of oil equivalent (“BOE”) basis, total revenue, total assets, funds from operations, total 
level of capital expenditures, total operating and general and administrative expenses and number of employees. 

Bonuses 

As a primary short term incentive and as a means of tying compensation to the Corporation’s performance, the 
Corporation has established a bonus plan for its executive officers, employees and consultants based and dependent 
upon, among other things, the financial performance of the Corporation for the applicable period.  The bonus award is 
based upon a number of factors, including growth in reserves, production and cash flow per debt adjusted share.  
Bonus details are reviewed annually by the Committee and approved by the Board. 

The Corporation awarded discretionary bonuses in the amounts set forth in the summary compensation table below to 
the Named Executive Officers during the year ended December 31, 2014 in recognition of their efforts towards the 
continued growth of the Corporation as well as each individual’s respective performance in undertaking his or her 
responsibilities within the Corporation. 

Long-Term Incentive Compensation Program:  Options and Share-Based Awards 

The Corporation’s Stock Option Plan is designed to provide an incentive to the optionees to achieve the longer-term 
objectives of the Corporation.  Options are awarded to provide an incentive to the directors, officers, employees and 
consultants of the Corporation to achieve the longer-term objectives of the Corporation, to give suitable recognition to 
the ability and industry of such persons who contribute materially to the success of the Corporation, and to attract and 
retain persons of experience and ability, by providing them with the opportunity to acquire an increased proprietary 
interest in the Corporation.  Previous awards of options are taken into account when considering new awards.  For a 
description of the Stock Option Plan, please see “Incentive Plan Awards: Stock Option Plan” below. 

The Corporation also has a restricted cash bonus program (“Restricted Cash Bonus Program”) designed to provide 
an incentive bonus to directors, officers, employees and consultants of the Corporation to achieve the longer-term 
objectives of the Corporation.  Awards under the Restricted Cash Bonus Program are sometimes based on the value 
of Shares on a specified date, or based in reference to the appreciation value of a Share over a specified period of 
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time.  For a description of the Restricted Cash Bonus Program, please see “Incentive Plan Awards:  Restricted Cash 
Bonus Program” below. 

Administration of the Stock Option Plan and the Restricted Cash Bonus Program are the responsibility of the 
Compensation Committee. 

Currency 

Unless otherwise noted, all monetary amounts disclosed under the heading “Statement of Executive Compensation” 
are in United States dollars, which is the same functional currency that is used by the Corporation in preparing its 
consolidated financial statements. 

Summary Compensation Table 

The table below provides a summary of compensation earned during the three most recently completed financial 
years, as applicable, by the Corporation’s Named Executive Officers. 

Name and Principal 
Position Year 

Salary 
(US$)(1) 

Share-based 
Awards 
(US$) 

Option-based 
Awards 
(US$)(7) 

Non-equity Incentive 
Plan Compensation 

Pension 
Value 

(US$)(4) 

All Other 
Compensation

(US$)(5) 

Total 
Compensation

(US$)(6) 

Annual 
Incentive 
Plans(3) 

(US$)(2) 

Long-term 
Incentive 

Plans 
(US$)(2) 

John W. Harkins 
(President and 
Chief Executive Officer)(8) 

2014 290,000 210,750 38,100 267,053 Nil 7,800 Nil 813,703 
2013 290,000 56,402 199,500 40,406 Nil 7,650 Nil 593,958 
2012 290,000 67,561 Nil 300,000 Nil 7,500 Nil 665,061 

          
A. Wayne Curzadd 
(Senior Vice President, 
Chief Financial Officer and 
Treasurer)(9) 

2014 215,000 84,300 25,400 151,540 Nil 7,800 Nil 484,040 
2013 215,000 43,868 79,800 33,672 Nil 6,450 Nil 378,790 
2012 184,519 52,547 Nil 97,000 Nil 7,500 Nil 341,566 

          
Norman G. Benson 
(Senior Vice President 
Operations and Chief 
Operating Officer)(10) 

2014 661,057 252,900 31,750 196,369 Nil 7,800 Nil 1,149,876 
2013 651,594 52,473 93,100 33,672 Nil 7,650 Nil 838,489 
2012 250,000 69,111 Nil 100,000 Nil 7,500 Nil 426,611 

          
George M. Greene 
(Senior Vice President 
Exploration & 
Exploitation)(11) 

2014 250,000 30,100 25,400 110,513 Nil 7,800 Nil 423,813 
2013 250,000 50,135 66,500 - Nil 7,500 Nil 374,135 
2012 229,167 59,832 146,304 60,000 Nil 7,500 Nil 502,803 

          
Jose Perez-Bello 
(Vice President and 
Controller) (12) 

2014 165,000 Nil 19,050 80,513 Nil 6,900 Nil 271,463 
2013 165,000 31,334 39,900 13,469 Nil 4,950 Nil 254,653 
2012 145,000 37,534 Nil 40,000 Nil 5,550 Nil 228,084 

Notes: 
(1) Includes the dollar value of cash and non-cash base salary earned by the Named Executive Officers during the financial year. 
(2) Includes dollar value of all amounts earned for services performed during the financial year that are related to awards under non-equity incentive plans and all 

earnings on any such outstanding awards. 
(3) Includes bonuses and discretionary amounts earned by Named Executive Officer during the financial year. 
(4) Includes all compensation relating to defined benefit or defined contribution plans.  These amounts consist of contributions by the Corporation to the 401(k) 

plan of the executive in the United States. 
(5) Unless otherwise set forth above, the aggregate amount of all perquisites and other personal benefits, securities or property was less than the lesser of 

$50,000 and 10% of the total annual salary of the Named Executive Officer for each financial year. 
(6) Includes the dollar value of total compensation for the applicable financial year. 
(7) A Black-Scholes option pricing model, with the weighted average assumptions set out below, was used to estimate the fair value of the Corporation’s options 

on the date of the grant, for inclusion as stock-based compensation expense during 2014, 2013 and 2012.  The fair value of the stock based compensation is 
amortized over the three year vesting period of the options.  The indicated amounts in the summary compensation table are fair value calculations rather than 
payments by the Corporation to the Named Executive Officer. 

 2014 2013 2012 
Risk-Free Interest Rate  1.23% 1.6% 0.7% 
Expected Life 4.0 years 4.0 years 4.0 years 
Expected Volatility 54.92% 57% 40% 
Expected Dividend 0% 0% 0% 
Forfeiture 5.0% 5.6% 4% 

(8) No amounts were paid to these officers in their separate roles as directors of the Corporation. 
(9) Mr. Curzadd was appointed Senior Vice President, Chief Financial Officer and Treasurer on August 9, 2012.  Mr. Curzadd also served as Vice President and 

Controller of Greenfields from October 1, 2008 to August 9, 2012. 
(10) Mr. Benson was hired as Senior Vice President Operations on May 19, 2011. 
(11) Mr. Greene was hired as Senior Vice President Exploration & Exploitation on February 1, 2012. 
(12) Mr. Perez-Bello was appointed Vice President and Controller on August 9, 2012.  Mr. Perez-Bello also served as Assistant Controller of the Corporation from 

October 1, 2008 to August 9, 2012. 
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Narrative Discussion of Summary Compensation Table 

Please refer to the disclosure under the heading “Statement of Executive Compensation – Executive Compensation 
Analysis” and the above footnotes to the Summary Compensation Table for a description and explanation of any 
significant factors necessary to understand the information disclosed in the Summary Compensation Table. 

Incentive Plan Awards 

Stock Option Plan 

The Stock Option Plan is one of the Corporation’s long-term incentive compensation programs.  The purpose of the 
Stock Option Plan is to allow the Corporation to award to directors, officers, employees and consultants of the 
Corporation, or its subsidiaries, non-transferable options to purchase Shares, provided that the number of Shares 
reserved for issuance under the Stock Option Plan shall not exceed ten percent (10%) of the issued and outstanding 
Shares.  In addition, the number of Shares reserved for issuance to any one person shall not exceed five 
percent (5%) of the issued and outstanding Shares and the number of Shares reserved for issuance to any one 
consultant or employee conducting Investor Relations Activities (as such term is defined by TSXV) will not exceed 2% 
of the issued and outstanding Shares in any 12 month period. 

The Compensation Committee determines the price per Share and the number of Shares which may be allotted to 
each director, officer, employee and consultant and all other terms and conditions of the options, subject to the rules 
of the TSXV.  If the holder ceases to be a director, officer, employee or consultant of the Corporation, such holder’s 
options will expire if not exercised within a reasonable period of time from the date of termination of employment or 
cessation of position with the Corporation, unless if by reason of death, in which case such holder’s options will expire 
if not exercised within 12 months from the date of death. 

The price per Share set by the Compensation Committee shall not be less than the last closing price of the Shares on 
TSXV prior to the date on which such option is awarded, less the applicable discount permitted (if any) by TSXV.  If 
prior to the exercise of an option, the holder ceases to be a director, officer, employee or consultant of the 
Corporation, or its subsidiaries, the option of the holder shall be limited to the number of shares purchasable by him or 
her immediately prior to the time of his or her cessation of office or employment and he/she will have no right to 
purchase any other shares. 

Restricted Cash Bonus Program 

The Corporation also has the Restricted Cash Bonus Program.  The purposes of this Restricted Cash Bonus Program 
are to provide an incentive bonus to the directors, officers, employees and consultants of the Corporation or any of its 
subsidiaries to achieve the longer-term objectives of the Corporation; to give suitable recognition to the ability and 
industry of such persons who contribute materially to the success of the Corporation; and to attract to and retain in the 
employ of the Corporation or any of its subsidiaries, persons of experience and ability, by providing them with the 
opportunity to acquire an increased proprietary interest in the Corporation. 

The Restricted Cash Bonus Program is administered by the Compensation Committee which holds full and final 
discretion to interpret the provisions of the Restricted Cash Bonus Program and to prescribe, amend, rescind and 
waive rules and regulations to govern the administration and operation of the Restricted Cash Bonus Program. 

Pursuant to the Restricted Cash Bonus Program, the Compensation Committee may grant bonuses, on such terms 
and at such times as the Compensation Committee may determine based on the value of a Share on a specified date, 
or may be based on the appreciation in value of a Share over a specified period of time.  Bonuses are paid in cash 
only. 

The Corporation will enter into written agreements with grantees which agreements set out: (i) the number of nominal 
units awarded for the purpose of calculating the amount of the bonus; (ii) the method for calling on the bonus; (iii) the 
method for calculating the value of the bonus; (vi) the applicable vesting period; and (v) any other terms and 
conditions approved by the Compensation Committee.  The Compensation Committee may also determine that a 
bonus does not become due prior to the expiration of a vesting period. 
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Outstanding Option-Based and Share-Based Awards 

The table below sets forth the option-based and share-based awards awarded to the Named Executive Officers which 
are outstanding at the end of the financial year ended December 31, 2014.  

 Option-based Awards Share-based Awards 

Name and 
Principal Position 

Number of 
Securities 
Underlying 

Unexercised 
Options 

(#) 

Option 
Exercise 

Price 
(CAD$) 

Option 
Expiration 

Date 

Value of 
Unexercised 
in-the-money 

Options 
(US$)(1) 

Number of 
Shares or Units 
of Shares that 

Have Not Vested 
(#) 

Market or Payout 
Value of 

Share-based 
Awards that Have 

Not Vested  
(US$)(2) 

Market or Payout 
Value of 

Share-based 
Awards Not Paid 

Out or Distributed
(US$)(4) 

John W. Harkins 
(President and 
Chief Executive Officer) 

100,000 

30,000 

150,000 

6.50 

3.25 

3.20 

8/31/2020 

7/8/2019 

10/11/2018 

Nil 75,000 64,650 25,860 

        

A. Wayne Curzadd 
(Senior Vice President, 
Chief Financial Officer 
and Treasurer) 

40,000 

20,000 

60,000 

6.50 

3.25 

3.20 

8/31/2020 

7/8/2019 

10/11/2018 

Nil 30,000 25,860 18,677 

        

Norman G. Benson 
(Senior Vice President 
Operations and Chief 
Operating Officer) 

100,000 

25,000 

70,000 

9.00 

3.25 

3.20 

5/19/2021 

7/8/2019 

10/11/2018 

 

Nil 90,000 77,580 15,803 

George M. Greene 
(Senior Vice President 
Exploration & 
Exploitation) 

20,000 

50,000 

80,000 

3.25 

3.20 

6.00 

7/8/2019 

10/11/2018 

2/1/2017 

 

Nil 10,000 8,620 
 

8,620 

Jose Perez-Bello 
(Vice President and 
Controller) 

30,000 

15,000 

30,000 

6.50 

3.25 

3.20 

8/31/2020 

7/8/2019 

10/11/2018 

Nil Nil Nil 5,747 

Notes: 
(1) These values were determined based on the difference between the award price and the year-end market close value of Shares as listed 

on the TSXV. 
(2) Value of shares that have not vested at the year-end market share price as listed on the TSXV. 
(3) Amounts represent the estimated value of the Restricted Cash Bonus Program based on the year-end market close value of Shares as 

listed on the TSXV. 

Incentive Plan Awards – Value Vested or Earned During the Year 

The table below sets forth the value vested or earned during the year of option-based awards, share-based awards 
and non-equity incentive plan compensation paid to Named Executive Officers. 

Name and 
Principal Position 

Option-based Awards – 
Value Vested During the 

Year 
(US$)(1) 

Share-based Awards – Value 
Vested During the Year 

(US$) 

Non-equity Incentive 
Plan Compensation – 

Value Earned During the 
Year 

(US$)(2) 

John W. Harkins 
(President and 
Chief Executive Officer) 

Nil 210,750 267,053 

A. Wayne Curzadd 
(Senior Vice President, Chief Financial Officer 
and Treasurer) 

Nil 84,300 151,540 

Norman G. Benson 
(Senior Vice President Operations and Chief 
Operating Officer) 

Nil 252,900 196,369 

George M. Greene 
(Senior Vice President Exploration & 
Exploitation) 

Nil 30,100 110,513 
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Name and 
Principal Position 

Option-based Awards – 
Value Vested During the 

Year 
(US$)(1) 

Share-based Awards – Value 
Vested During the Year 

(US$) 

Non-equity Incentive 
Plan Compensation – 

Value Earned During the 
Year 

(US$)(2) 

Jose Perez-Bello (Vice President and 
Controller) 

Nil Nil 80,513 

Notes: 
(1) Calculated based on the difference between the closing price of the Shares on the vesting date on the TSXV and the exercise price of the 

options on the vesting date. 
(2) Non-equity incentive plan compensation consists of bonuses awarded under the discretionary bonus plan and the Restricted Cash Bonus 

Program. 

Pension Plan Benefits 

The Corporation does not have a pension plan that provides for payments or benefits at, or in connection with 
retirement.  The Corporation also does not have a defined benefits pension plan.  The Corporation does contribute an 
amount equal to three percent (3%) of the employee’s salary to the employee’s 401(k) plan in the United States up to 
a maximum of $7,800 for the calendar year 2014. 

Termination of Employment or Change of Control Payments 

As at December 31, 2014, each of Messrs. John W. Harkins, President and Chief Executive Officer, A. Wayne 
Curzadd, Senior Vice President, Chief Financial Officer and Treasurer, Norman G. Benson, Senior Vice President 
Operations and George M. Greene, Senior Vice President Exploration and Exploitation (each, an “Executive”) has 
entered into an employment agreement with the Corporation pursuant to which each is entitled to receive an annual 
base salary as set out above.  These base salaries are reviewed annually and may be increased to reflect the 
respective Executive’s performance, the Corporation’s performance and other relevant factors as determined by the 
Compensation Committee. 

Each Executive is entitled to certain payments (“Termination Payments”) if his employment is terminated without 
cause, or if, within six (6) months after the occurrence of a change of control of the Corporation, there is any action 
which at common law constitutes constructive dismissal, including, but not limited to: 

(a) a material decrease in the title, position, responsibility or powers of the Executive; 

(b) a requirement to relocate to another city state, or country; 

(c) any material reduction in the value of the Executive’s benefits, salary, plans and programs; 

(d) the Corporation ceases to operate as a going concern; or 

(e) the Corporation fails to pay, when due, a material amount payable by it to the Executive pursuant to 
the Executive’s employment agreement. 

A Termination Payment includes: 

(a) Twelve (12) times the monthly base salary; 

(b) an additional ten percent (10%) of the base salary for the loss of group benefits; and 

(c) the sum of bonuses paid over the previous two calendar years multiplied by fifty percent (50%). 

In the event a Termination Payment is required to be paid by the Corporation to an Executive, all stock and stock 
options held by such Executive, whether vested or unvested, shall immediately vest and be held by such Executive. 

A “change of control” is defined in each of the Executive’s employment agreements as any of the following events: 

(a) the acquisition of: 

(i) shares of the Corporation; and/or 
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(ii) securities convertible into, exercisable for or carrying the right to purchase shares of the 
Corporation (“Convertible Securities”),  

as a result of which a person, group of persons or persons acting jointly or in concert, or persons 
associated or affiliated with any person, group of persons or any of such persons (collectively, the 
“Acquirers”), beneficially own shares of the Corporation or Convertible Securities such that, 
assuming only the conversion or exercise of Convertible Securities beneficially owned by the 
Acquirers, the Acquirers would beneficially own shares which would entitle them to cast more than 
fifty percent (50%) of the votes attaching to all shares in the capital of the Corporation which may be 
cast to elect directors of the Corporation;  

(b) approval by the shareholders of the Corporation of: 

(i) an amalgamation, arrangement, merger or other consolidation of the Corporation with 
another corporation pursuant to which the shareholders of the Corporation immediately prior 
thereto do not immediately thereafter own shares of the successor continuing corporation 
which entitle them to case more than fifty percent (50%) of the votes attaching to all shares in 
the capital of the successor or continuing corporation which may be cast to elect directors of 
that corporation; or 

(ii) a liquidation, dissolution or winding-up of the Corporation; or 

(iii) such other transaction or event as the Board deems, in its sole discretion, to constitute a 
change of control. 

Each Executive that resigns must give the Corporation 30 days prior written notice. 

There are no significant conditions or obligations that apply to receiving payments or benefits.  This includes, but is 
not limited to, non-compete, non-solicitation (except as provided in the executive employment agreements), 
non-disparagement or confidentiality agreements. 

Amounts payable to Mr. Harkins, had he been terminated on December 31, 2014, would have been $290,000 for his 
twelve (12) times monthly base salary, $29,000 for the loss of group benefits and $153,730 for the sum of bonuses 
paid over the previous two calendar years multiplied by fifty percent.  Amounts payable to Mr. Curzadd, had he been 
terminated on December 31, 2014, would have been $215,000 for his twelve times monthly base salary, $21,500 for 
the loss of group benefits and $92,606 for the sum of bonuses paid over the previous two calendar years multiplied by 
fifty percent.  Amounts payable to Mr. Benson, had he been terminated on December 31, 2014, would have been  
$290,000 for his twelve times monthly base salary, $29,000 for the loss of group benefits and $115,021 for the sum of 
bonuses paid over the previous two calendar years multiplied by fifty percent.  Amounts payable to Mr. Greene, had 
he been terminated on December 31, 2014, would have been $250,000 for his twelve times monthly base salary, 
$25,000 for the loss of group benefits and $55,257 for the sum of bonuses paid over the previous two calendar years 
multiplied by fifty percent.  

Other than as set forth above, none of the Named Executive Officers have employment agreements with the 
Corporation that provide for payments upon termination, retirement or change of control.  

Director Compensation 

The Compensation Committee, after referring to compensation paid to directors of other comparable companies, 
makes a recommendation to the Board as to appropriate compensation for the directors of the Corporation.  The 
Board discusses the Compensation Committee’s recommendations and provides the final approval. 

The Corporation’s overall policy regarding compensation of directors, other than those directors who are also Named 
Executive Officers, is structured to provide competitive levels of total compensation and to attract and retain suitable 
and qualified directors with commitment to the Corporation.  The Corporation also looks at the compensation of the 
boards of other comparable publicly traded companies. 

The Board compensation program includes two elements.  The first is fees that include remuneration for active 
participation in regular board meetings, board committees, and teleconference board meetings (there are separate 
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retainers for the board chairman and committee chairs).  The second element is a long-term incentive, which is in the 
form of stock options and share-based awards. 

Directors of the Corporation are reimbursed for expenses incurred in carrying out their duties, including expenses 
incurred to attend directors’ meetings and meetings of committees of directors. 

Directors Compensation Table 

The table below sets forth all amounts of compensation due to the directors for the year ended December 31, 2014: 

Name(1) 

Fees 
Earned 
(US$)(2) 

Share-based 
Awards 
(US$) 

Option-based 
Awards 
(US$) 

Non-equity 
Incentive Plan 
Compensation

(US$) 

Pension 
Value 
(US$) 

All Other 
Compensation

(US$) 
Total 
(US$) 

Michael J. Hibberd 22,500 Nil Nil 18,099 Nil Nil 40,599 
Garry P. Mihaichuk 24,000 Nil Nil 15,513 Nil Nil 39,513 
Alex T. Warmath 15,000 28,100 Nil 15,513 Nil Nil 58,613 
Gerald F. Clark 21,000 Nil Nil 18,099 Nil Nil 39,099 
Richard E. MacDougal 13,500 Nil Nil 41,369 Nil Nil 54,869 

Note: 
(1) Disclosures for Mr. Harkins are included in the summary compensation table for Named Executive Officers. 
(2) Amounts shown for Fees Earned includes second half 2014 director fees settled in shares for Messrs. Hibberd, Mihaichuk, Warmath, Clark 

and MacDougal with shares of 13,921, 13,921, 6,961, 13,921 and 6,961, respectively, issued to directors at a deemed price of US$0.862 
per share. 

 
Outstanding Option-Based and Share-Based Awards 

The table below sets forth the option-based and share-based awards awarded to the directors outstanding at the end 
of the financial year ended December 31, 2014. 

 Option-based Awards Share-based Awards 

Name and 
Principal Position 

Number of 
Securities 
Underlying 

Unexercised 
Options 

(#) 

Option 
Exercise 

Price 
(CAD$) 

Option 
Expiration 

Date 

Value of 
Unexercised 
In-the-money 

Options 
(US$)(1) 

Number of 
Shares or Units 
of Shares that 

Have Not 
Vested 

(#) 

Market or Payout 
Value of 

Share-based 
Awards that 

Have Not Vested
(US$)(2) 

Market or 
Payout Value 

of 
Share-based 
Awards Not 
Paid Out or 

Distributed(4) 
Michael J. Hibberd 65,000 

30,000 
6.50 
3.20 

8/31/2020 
10/11/2018 

Nil Nil Nil 7,183 

        
Garry P. Mihaichuk 65,000 

23,000 
6.50 
3.20 

8/31/2020 
10/11/2018 

Nil Nil Nil 6,465 

        
Alex T. Warmath(3) 100,000 

23,000 
6.50 
3.20 

8/31/2020 
10/11/2018 

Nil 10,000 8,620 6,465 

        
Gerald F. Clark 30,000 3.20 10/11/2018 Nil Nil Nil 7,183 

 
Richard E. MacDougal(5) 100,000 

23,000 
6.50 
3.20 

8/31/2020 
10/11/2018 

Nil Nil Nil 17,240 

Notes: 
(1) This value was determined based on the difference between the award price and the year-end market close value of Shares as listed on 

the TSXV. 
(2) Value of shares that have not vested at the year-end market share price as listed on the TSXV. 
(3) The amount reflects the value of unvested share grants originally awarded to Mr. Warmath in February 2010 while serving as an executive 

of the Corporation and does not relate to compensation paid to Mr. Warmath in connection with his role as a director of the Corporation. 
(4) Amounts represent the estimated value of the Restricted Cash Bonus Program based on the year-end market close value of Shares as 

listed on the TSXV. 
(5) Amounts shown for Mr. MacDougal reflect those awards earned while servicing as Chief Operating Officer of the Corporation, except for 

stock options awarded October 11, 2013. 
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Incentive Plan Awards – Value Vested or Earned During the Year 

The table below sets forth the value vested or earned during the year of option-based awards, share-based awards 
and non-equity incentive plan compensation paid to directors, not including those directors who are also Named 
Executive Officers. 

Name and 
Principal Position (4) 

Option-based Awards – Value 
Vested During the Year 

(US$)(1) 

Share-based Awards – Value 
Vested During the Year 

(US$) 

Non-equity Incentive Plan Compensation – 
Value Earned During the Year 

(US$)(2) 
Michael J. Hibberd Nil Nil 18,099 
Garry P. Mihaichuk Nil Nil 15,513 
Alex T. Warmath(3) Nil 28,100 15,513 
Gerald F. Clark Nil Nil 18,099 
Richard MacDougal Nil Nil 41,369 

Notes: 
(1) Calculated based on the difference between the closing price of the Shares on the vesting date and the exercise price of the options on the 

vesting date.  There were no options exercised by any director in 2014. 
(2) Non-equity incentive plan compensation consists of bonuses awarded under the discretionary bonus plan. 
(3) The value reflects share grants vested during the year that were originally awarded to Mr. Warmath in February 2010 while serving as an 

executive of the Corporation and does not relate to compensation paid to Mr. Warmath in connection with his role as a director of the 
Corporation. 

(4) Disclosures for Mr. Harkins are included in the summary compensation tables for Named Executive Officers. 
 

EQUITY COMPENSATION PLAN INFORMATION 

The table below sets forth information with respect to compensation plans under which equity securities are 
authorized for issuance as at December 31, 2014, aggregated for all compensation plans previously approved by the 
Shareholders and all compensation plans not previously approved by the Shareholders.   

 

Number of Securities to be 
Issued Upon Exercise of 
Outstanding Options(1), 

Warrants and Rights 

Weighted-Average 
Exercise Price of 

Outstanding Options, 
Warrants and Rights 

Number of Securities Remaining Available 
for Future Issuance Under Equity 
Compensation Plans (Excluding 

Securities Reflected in Column (a)) 
Plan Category (a) (b) (c) 
Equity Compensation Plans 
Approved by Security Holders 

1,796,250 CAD$5.88 208,647 

Equity Compensation Plans Not 
Approved by Security Holders Nil Nil Nil 
Total 1,796,250 CAD$5.88 208,647 

Note: 
(1) The Corporation has in place a "rolling" Stock Option Plan whereby the maximum number of Shares that may be reserved for issuance 

pursuant to the Stock Option Plan will not exceed 10% of the issued and outstanding shares of the Corporation at the time of an Option 
award. 

LEGAL PROCEEDINGS AND REGULATORY ACTIONS 

To the knowledge of the Corporation, since the beginning of the most recently completed fiscal year for which 
financial statements of the Corporation are included in this Annual Information Form, there are no legal proceedings 
or regulatory actions material to the Corporation, alone or in the aggregate, to which the Corporation is a party or of 
which any of its properties are the subject matter, nor are any such proceedings known to the Corporation to be 
contemplated. 

Since incorporation, there have not been any penalties or sanctions imposed against the Corporation by a court 
relating to securities legislation or by a securities regulatory authority, nor have there been 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 decisions, and the Corporation has not entered into any settlement 
agreements before a court relating to securities legislation or with a securities regulatory authority. 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Except as disclosed elsewhere herein, none of the directors, officers or principal shareholders of the Corporation, and 
no associate or affiliate of any of them, has or has had any material interest in any transaction which has materially 
affected or is reasonably expected to materially affect the Corporation. 
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There are potential conflicts of interest to which the directors and officers of the Corporation will be subject in 
connection with the operations of the Corporation.  In particular, certain of the directors and officers of the Corporation 
are involved in managerial and/or director positions with other oil and gas companies whose operations may, from 
time to time, be in direct competition with those of the Corporation or with entities which may, from time to time, 
provide financing to, or make equity investments in, competitors of the Corporation.  The Board of Directors have 
adopted a set of related party transaction policies designed to minimize potential conflicts of interest arising from any 
dealings the Corporation may have with affiliates and to provide appropriate procedures for the disclosure, approval 
and resolution of any actual or potential conflicts of interest that may exist from time to time.  Such policies provide, 
among other things, that all related party transactions, including any loans between the Corporation, its principal 
shareholders and affiliates, will be approved by the Audit Committee, after considering all relevant facts and 
circumstances, including without limitation the commercial reasonableness of the terms, the benefit and perceived 
benefit, or lack thereof, to the Corporation, opportunity costs of alternative transactions, the materiality and character 
of the related party’s direct or indirect interest, and the actual or apparent conflict of interest of the related party, and 
after determining that the transaction is in, or not inconsistent with, the Corporation and its shareholders’ best 
interests. 

TRANSFER AGENT AND REGISTRAR 

The transfer agent and registrar of the Common Shares and the Debentures is Alliance Trust Company at its office in 
Calgary, Alberta.  

MATERIAL CONTRACTS 

The only material contracts entered into or proposed to be entered into by the Corporation on its behalf, since 
incorporation, other than contracts in the ordinary course of business, which are still in effect are as follows: 

1. The ERDPSA.  See “General Development of the Business” and “Narrative Description of the Business – 
Description of the ERDPSA”. 

2. The Bahar Shareholders’ Agreement.  See “Intercorporate Relationships – Description of the Bahar 
Shareholders’ Agreement”. 

3. The Bahar Gas Sales Agreement.  See “Narrative Description of the Business – Pricing and Marketing”. 

4. The Bahar Oil Sales Agreement.  See “Narrative Description of the Business – Pricing and Marketing”. 

5. The BEOC Shareholders’ Agreement.  See “Narrative Description of the Business - Description of the BEOC 
Shareholders’ Agreement”. 

6. The Joint Operating Agreement.  See “Narrative Description of the Business - Description of the Joint 
Operating Agreement”. 

7. The Debenture Indenture.  See “General Development of the Business – Year Ended 2012”. 

8. The First Loan Agreement.  See “General Development of the Business – Year Ended 2013”. 

9. The Second Loan Agreement.  See “General Development of the Business – Year Ended 2014”. 

Copies of these agreements may be inspected at the head office of the Corporation at Suite 227, 211 Highland Cross, 
Houston, Texas, 77073, U.S.A. or at the offices of McCarthy Tétrault LLP, Suite 4000, 421 – 7th Avenue SW, Calgary, 
AB, T2P 4K9 during normal business hours. 

Copies of these documents as well as additional information relating to the Corporation contained in documents filed 
by the Corporation with the Canadian securities regulatory authorities may also be accessed through the SEDAR 
website at www.sedar.com. 

INTERESTS OF EXPERTS 

There is no person or company whose profession or business gives authority to a statement made by such person or 
company and who is named as having prepared or certified a statement, report or valuation described or included in a 
filing, or referred to in a filing, made under NI 51-102 Continuous Disclosure Obligations by the Corporation during, or 
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related to, the Corporation’s most recently completed fiscal year other than GLJ, the Corporation’s independent 
engineering evaluator.  As at the date hereof, to the knowledge of management of the Corporation, none of the 
aforementioned persons or companies, nor principals thereof, had any registered or beneficial interests, direct or 
indirect, in any securities or other property of the Corporation or of our associates or affiliates either at the time they 
prepared the statement, report or valuation prepared by it, at any time thereafter or to be received by them. 

In addition, the financial statements of the Corporation for the year ended December 31, 2014 were audited by 
Calvetti Ferguson LP of Houston, Texas USA.  Calvetti Ferguson LP is independent in accordance with the Rules of 
Professional Conduct of the Institute of Chartered Accountants of Ontario. 

ADDITIONAL INFORMATION 

Additional information, including directors’ and officers’ remuneration and indebtedness, principal holders of Common 
Shares and securities authorized for issuance under equity compensation plans, is contained in the Corporation’s 
information circular for the most recent annual meeting of shareholders that involved the election of directors. 

Additional financial information is provided for in our financial statements and management’s discussion and analysis 
for the year ended December 31, 2014.  Documents affecting the rights of securityholders, along with other 
information relating to the Corporation, may be found on SEDAR at www.sedar.com and on the Corporation’s website 
at www.greenfields-petroleum.com. 



 

 

SCHEDULE A  

Form 51-101F3 

REPORT OF MANAGEMENT AND DIRECTORS 
ON RESERVES DATA AND OTHER INFORMATION 

Terms to which a meaning is ascribed in National Instrument 51-101 have the same meaning herein. 

Management of Greenfields Petroleum Corporation (the “Company”) are responsible for the preparation and 
disclosure of information with respect to Bahar Energy Limited’s (“Bahar Energy”) oil and gas activities, of which the 
Company owns a 33.33% interest, in accordance with securities regulatory requirements.  This information includes 
reserves data which are estimates of the proved reserves and probable reserves and related future net revenue as at 
December 31, 2014, estimated using forecast prices and costs. 

Independent qualified reserves evaluators have evaluated and reviewed Bahar Energy’s reserves data.  The report of 
the independent qualified reserves evaluator is presented in the Annual Information Form of the Company for the year 
ended December 31, 2014. 

The Reserves Committee of the Board of Directors of the Company has: 

(b) reviewed the Company’s procedures for providing information to the independent qualified reserves 
evaluators; 

(c) met with the independent qualified reserves evaluator(s) to determine whether any restrictions 
affected the ability of the independent qualified reserves evaluators to report without reservation; and 

(d) reviewed the reserves data with management and the independent qualified reserves evaluators. 

The Reserves Committee of the Board of Directors has reviewed the Company’s procedures for assembling and 
reporting other information associated with oil and gas activities and has reviewed that information with Management.  
The Board of Directors has, on the recommendation of the Reserves Committees approved: 

(a) the content and filing with securities regulatory authorities of Form 51-101F1 containing reserves data 
and other oil and gas information; 

(b) the filing of Form 51-101F2 which is the report of the independent qualified reserves evaluator(s) on 
the reserves data; and 

(c) the content and filing of this report. 

Because the reserves data are based on judgements regarding future events, actual results will vary and the 
variations may be material. 

(signed) “John Harkins”  (signed) “Norman Benson” 
John Harkins  Norman Benson 
President, Chief Executive Officer  Chief Operating Officer 
   
   
(signed) “Alex T. Warmath”  (signed) “Garry P. Mihaichuk” 
Alex T. Warmath  Garry P. Mihaichuk 
Director  Director 

   
April 29, 2015 



 

 

SCHEDULE B  

FORM 51-101F2 

REPORT ON RESERVES DATA BY 
INDEPENDENT QUALIFIED RESERVES 

EVALUATOR OR AUDITOR 

To the board of directors of Greenfields Petroleum Corporation (the "Company"):  

1. We have evaluated the Company’s reserves data as at December 31, 2014.  The reserves data are estimates 
of proved reserves and probable reserves and related future net revenue as at December 31, 2014, estimated 
using forecast prices and costs. 

2. The reserves data are the responsibility of the Company’s management.  Our responsibility is to express an 
opinion on the reserves data based on our evaluation. 

We carried out our evaluation in accordance with standards set out in the Canadian Oil and Gas Evaluation 
Handbook (the "COGE Handbook") prepared jointly by the Society of Petroleum Evaluation Engineers 
(Calgary Chapter) and the Canadian Institute of Mining, Metallurgy & Petroleum (Petroleum Society). 

3. Those standards require that we plan and perform an evaluation to obtain reasonable assurance as to 
whether the reserves data are free of material misstatement.  An evaluation also includes assessing whether 
the reserves data are in accordance with principles and definitions presented in the COGE Handbook. 

4. The following table sets forth the estimated future net revenue (before deduction of income taxes) attributed 
to proved plus probable reserves, estimated using forecast prices and costs and calculated using a discount 
rate of 10 percent, included in the reserves data of the Company evaluated by us for the year ended 
December 31, 2014, and identifies the respective portions thereof that we have audited, evaluated and 
reviewed and reported on to the Company's board of directors: 

 
 
 

Independent 
Qualified Reserves 

 
 

Description and 
Preparation Date of 

Evaluation  

Location of 
Reserves 

(Country or 
Foreign 

Geographic 

 
 
 
         Net Present Value of Future Net Revenue 
   (before income taxes, 10% discount rate – US M$)     

Evaluator              Report                  Area)       Audited  Evaluated  Reviewed       Total       

 Corporate Summary      
GLJ Petroleum 

Consultants 
April 7, 2015 Azerbaijan - 151,351 - 151,351 

 

5. In our opinion, the reserves data respectively evaluated by us have, in all material respects, been determined 
and are in accordance with the COGE Handbook, consistently applied.  We express no opinion on the 
reserves data that we reviewed but did not audit or evaluate. 

6. We have no responsibility to update our reports referred to in paragraph 4 for events and circumstances 
occurring after their respective preparation dates. 

7. Because the reserves data are based on judgements regarding future events, actual results will vary and the 
variations may be material.  

EXECUTED as to our report referred to above: 
 
GLJ Petroleum Consultants Ltd., Calgary, Alberta, Canada, April 15, 2015 
 
(signed) “Patrick A. Olenick”   
Patrick A. Olenick, P. Eng. 
Manager, Engineering 

 


