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NEWS RELEASE

BONTAN PROVIDES UPDATES ON SHALDIELI DISPUTE

Toronto, Ontario, January 26, 2011 – Bontan Corporation Inc. (OTCBB: BNTNF) reports on the following events:

1.           Israel Supreme Court Ruling on Bontan’s Temporary Injunction Application.

On January 20, 2011, the Israeli Supreme Court affirmed the prior decision of the Economic Division of the Tel Aviv Jaffa District Court not to prevent the
holding of a shareholders’ meeting of Shaldieli Ltd., an Israeli shell public company (“Shaldieli”), originally scheduled for January 17, 2011 (now
rescheduled to February 10, 2011).  Shaldieli called this meeting to approve a transaction in which the 50% interest in IPC Oil and Gas (Israel) Limited
Partnership (“IPC Israel”) owned by Bontan’s 76.79%-owned Cayman Islands subsidiary, Israel Petroleum Company, Limited (“IPC Cayman”), would be
transferred to Shaldieli and Shaldieli would issue 90% of its common equity to IPC Cayman.  IPC Israel is the r egistered owner with the Israel Petroleum
Commissioner of a 13.609% working interest (the “Working Interest”) in the “Myra” and “Sara” Israeli government-issued licenses (the “Licenses”) to
conduct marine oil and gas exploration in an approximately 310 square mile area of the Levantine Basin, about 40 km off the coast of Israel (the “Offshore
Israel Project”).

Kam Shah, Bontan’s Chief Executive Officer, commented, “The initial court decisions ruled merely on our emergency application to stop the Shaldieli deal
and its shareholders’ meeting.  On January 12, we filed our full complaint for a permanent injunction against the Shaldieli transaction and for other
remedies.  Both the District and Supreme Courts made clear in their rulings that they were not ruling on the merits of our claim that the Shaldieli
transaction requires our approval to proceed.”

Shah continued, “As we previously reported, Bontan, as the majority owner of IPC Cayman, believes that the Shaldieli transaction is subject to its
approval.  Bontan has never given this approval and, in fact, has adopted a resolution voting its shares in IPC Cayman against proceeding with the
transaction.  We still do not consider the proposed Shaldieli transaction beneficial to Bontan and its shareholders for, among other matters, the following
reasons:

1. 10% of the Shaldieli shares are reserved for existing Shaldieli shareholders, without contribution of any funds to the capital of the
business.  This will result in an unacceptable level of dilution of our interest that could exceed 20% if contemplated options are exercised.

2. Howard Cooper (ITC’s controlling shareholder and manager) will become chairman and president of Shaldieli without a vote or
approval of Bontan, which will beneficially own a majority of the shares.

3. Upswing Capital Ltd, the promoter of Shaldieli, will receive a consultancy agreement under terms we have not reviewed and
approved, and liquidated damages if the agreement is not signed in an amount of $2,500,000.

4. The transaction structure provides no proper safeguards to Bontan regarding future activities of Shaldieli and the Shaldieli board
structure, whereas Mr. Cooper is promised a seat on the board.

5. Upswing will receive a payment of $750,000, plus the issuance of additional shares and warrants, which we believe is excessive.

6. We are concerned about the tax and securities law impact on Bontan and IPC Cayman, including the two-year lock-up period.

7. The Shaldieli transaction appears to involve numerous conflicts of interest and related party transactions with Howard Cooper and
his affiliates, including, inter alia, issues concerning his remuneration, status as a director in Shaldieli, option rights (valued by Shaldieli at
NIS8,692,309), yearly grants, right to a percentage of the profits of Shaldieli, etc.  We note that, given his personal conflicts of interest, Howard
Cooper was not and is not qualified to negotiate, sign or approve the transaction in any manner.”

2.           Counterclaims by IPC Cayman and International Three Crown Petroleum LLC (“ITC”).

On January 23, 2011, IPC Cayman and ITC (the private company controlled by Howard Cooper) counterclaimed against Bontan for monetary damages and
for an order cancelling Bontan’s shares in IPC Cayman (or requiring them to be transferred to IPC Cayman or to ITC).

Mr. Shah responded, “We do not believe these expected counterclaims are meritorious and will, of course, defend against them.  They are just the latest step
in an ongoing effort by Mr. Cooper to enrich himself at the expense of Bontan's shareholders, despite our substantial cash contributions to IPC Cayman, and
usurp total control over major IPC Cayman decisions, notwithstanding our explicit agreements to the contrary.  We are considering additional action to protect
Bontan’s interests.  Needless to say, we are extremely disappointed with the actions of our manager, who owes a fiduciary duty to his shareholders.  We have
gone to great len gths and efforts to help make this project a success.  Without Bontan’s cash infusions into IPC Cayman, there would be no deal at all.  Other
than self-interests, self-dealing and greed, there is no compelling reason to seek a public listing for IPC Israel at this point, especially at the price being paid.
Shaldieli is an empty shell with no money or assets.  Despite this, our manager, without the requisite shareholder consent, proposes to give the shareholders
and principals, not to mention his lawyers and himself, options and stock exceeding 10% of the equity, plus considerable amounts of cash – all for no
contribution.  We view this as outrageous.  As a company, we are always prepared to consider any fair proposal that would benefit our shareholders.  We will
continue to protect our interests until the conclusion of all matters related to the project.”

Additional Information About the Offshore Israel Project



The rights in the Licenses for the Offshore Israel Project are held by a group consisting of IPC Israel, Emanuelle Energy Ltd, Modiin Energy Limited
Partnership, Emanuelle Energy Oil and Gas Limited Partnership and other entities including the operator, GeoGlobal Resources (India) Inc.

Bontan’s indirect share of the Working Interest in the Licenses continues to be 5.23%.

About Bontan Corporation Inc.:

Bontan Corporation Inc. is an oil and gas exploration company that operates and invests in exploration prospects.  Through its subsidiaries, Bontan seeks
highly visible opportunities in countries around the globe with a history of natural resource production that offer exciting and attractive propositions.  Bontan
seeks to minimize risk by bringing in either joint venture, carried or working interest partners, depending on the size and scale of the project.

For further information, contact Kam Shah, President and Chief Executive Officer of Bontan, at (416) 929-1806.

 

 



 

Forward-Looking Statements

This news release includes forward-looking statements within the meaning of the U.S. federal and Canadian securities laws.  Any such statements reflect
Bontan’s current views and assumptions about future events and financial performance.  Bontan cannot assure that future events or performance will
occur.  Important risks and factors that could cause actual results or events to differ materially from those indicated in our forward-looking statements,
include, but are not limited to:  the effect of economic and political developments in Israel and in the Mideast; the reliance on the working interest owners, as
well as third-party consultants and contractors, to develop the Offshore Israel Project; the ability of IPC Cayman to raise sufficient capital to demonstrate to
the Israeli Ministry of Natural Infrastructures adequate financial capability and to satisfy its obligations for the costs of drilling and development; the risk that
the final interpretation of the seismic and other data may show or suggest, or that drilling may ultimately demonstrate, that either or both of the Licenses
contain no, or noncommercial amounts of, hydrocarbons; the volatility in commodity prices for crude oil and natural gas; the presence or recoverability of
estimated reserves; the potential unreliability or other effects of geological and geophysical analysis and interpretation; exploration and development, drilling
and operating risks; competition for development of the Offshore Israel Project; environmental risks; government regulation or other action, including the
potential change in tax and royalty provisions under active consideration by the Israeli government; potential disruption from terrorist activities or warfare in
the region or at the Of fshore Israel Project site; general economic conditions; limited market available in Israel for oil and gas that may be found in
commercial quantities; other risks generally associated with the exploration and development of international offshore drilling projects in several thousand
feet of water; and other risks identified by the press releases and securities filings of the other working interest owners in Israel and other jurisdictions in
which such releases and filings are made. In light of the Israeli Supreme Court’s decision, Bontan cannot assure that ITC will not proceed to consummate the
Shaldieli transaction in contravention of agreements with Bontan and Bontan’s vote against approving or proceeding with the transaction.  Bontan’s recent
engagement of additional law firms, and further court efforts, including in defense of counterclaims from IPC Cayman and ITC, will entail the expenditure of
significant funds and may not successfully protect Bontan’s indirect share of the Working Interest in the Offshore Israel Project as Bontan’s management
intends.  Bontan assumes no obligation and expressly disclaims any duty to update the information in this News Release.
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Pursuant to the requirement of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
there unto duly authorized.
 
Dated: January 26, 2011
 
BONTAN CORPORATION INC.
 
 
By:   /S/
Kam Shah
Chief Exective Office

 

 
 



 



 
 



 

 
In the Supreme Court

 
Leave for Civil Appeal 490/11 - B

 
Before: The Honorable Justice M. Naor

 
Petitioners: 1. Bontan Corporation Inc.

 
2. Israel Oil & Gas Corporation

 
- v. -

 
Respondents: 1. Shaldieli Ltd.

 
2. Yaron Yenni

 
3. Upswing Capital Ltd.

 
4. Asia Development (A.D.B.M.) Ltd.

 
5. Howard H. Cooper

 
6. International Three Crown Petroleum LLC

 
7. JKP Petroleum Company Limited

 
8. Israel Petroleum Company Limited

 
9. IPC Oil & Gas Israel, a limited partnership

 
 Petition for leave to appeal against the ruling by the Tel Aviv-Jaffa District Court (Finance Division) in Civil File 6304-1-

11 on January 15, 2011, which was handed down by the Honorable Judge Ruth Ronen

 
For the Petitioners: Adv. David Zailer; Adv. Gilit Mantinband

 
For Respondent No. 1: Adv. Yishai Sarid

 
For Respondents No. 2 Adv. Ofer Doron; Adv. Moriah Shalev; Adv. Yossi Tamsha
 through No. 4:

 
For Respondents No. 5 Adv. Nadav Weissman; Adv. Or Bar-On Gil; Adv. Adam Shapira
 through No. 9:

 
Ruling

 
 
1. Before me is a petition for leave to appeal against a ruling which was handed down by the Tel Aviv-Jaffa District Court (Finance Division) (Judge R.

Ronen), in which a petition by the Petitioners for the issue of a temporary injunction – which would have forbidden the Respondents to go forward
with the implementation of an agreement that had been signed on October 25, 2010, by and between Respondent No. 1 (hereinafter: “Shaldieli”) and
Respondent No. 3 and Respondent No. 8 (hereinafter: “IPC”) – was denied. The particulars of the case were set forth in extensive detail in the ruling
by the District Court, and I, for the purpose of this Ruling, shall merely present the principal persons and entities mentioned therein. I shall refer to the
content of the ruling by the District Court in the course of my discussion.

 
2. I shall begin with a presentation of the Parties to the petition, as it appeared in the ruling by the District Court: Petitioner No. 2 holds 76.79% of the

share capital of Respondent IPC. Petitioner No. 1 is the parent company of Petitioner No. 2 (the two Petitioners shall hereinafter be referred to jointly
as the “Petitioners” or “Bontan”). Respondent No. 6 (hereinafter: “ITC”) holds 23.21% of IPC and serves as the sole Director thereof. Respondent



No. 5 (hereinafter: “Cooper”) holds, through two companies which are under his complete control (Respondents No. 6 and No. 7), 23.21% of the sh
are capital of IPC, and he is also the sole Director of ITC. IPC is the owner of 50% of the holdings in Respondent No. 9 (hereinafter: the “Limited
Partnership”). The Limited Partnership holds 13.6% of the rights in the Israeli licenses for oil and gas exploration in the Mediterranean Sea, in the
fields known as “Myra” and “Sarah” (hereinafter: the “Licenses”).

 
3. On August 14, 2008, a company named PetroMed Corp. (hereinafter: “PetroMed”) received oil exploration licenses from the Petroleum

Commissioner. In addition, PetroMed was the holder of a preliminary exploration permit, with a priority right (hereinafter: “Benjamin”). PetroMed ran
into difficulties because it could not fulfill its obligations pursuant to the Licenses. It therefore contacted Mr. Cooper and engaged with him, on October
18, 2009, in an agreement, by virtue of which ITC was granted an option to acquire PetroMed’s rights in the Licenses and in the permit.

 
 For the purpose of obtaining the necessary financing, ITC approached Bontan, and the Parties jointly founded IPC. Agreements were signed by and

between the Parties on November 12, 2009; these included, inter alia, a financing agreement and an agreement between the shareholders that governed
the relationship between them (hereinafter: the “Shareholders’ Agreement”). In the Shareholders’ Agreement in which the division of powers
between the Parties was determined, it was agreed that ITC would serve as the sole Director of IPC, and its powers were set forth.

 
4. In the beginning of March 2010, Mr. Cooper became aware that PetroMed was examining the possibility of the sale of the Licenses to new investors,

headed by Mr. Ofer Nimrodi. Within the framework of the negotiations that were being conducted with Mr. Nimrodi, who claimed that the transaction
between himself and PetroMed was a fait accompli, the parties reached a settlement agreement on March 25, 2010, in which the distribution of the
percentages to be held by all the parties in the Licenses was agreed upon.

 
5. In May 2010, the Limited Partnership was founded, and IPC’s rights in the Licenses were transferred to it. In October 2010, IPC engaged in an

agreement with the Ofer Group, and transferred one half of the rights in the Limited Partnership to it.

 
6. On October 25, 2010, an agreement was signed between Respondent No. 1 and Respondents No. 3 and No. 8 (this agreement shall be referred to as the

“Shaldieli Transaction”). Respondent No. 2 is the CEO and a Director of Shaldieli, and he indirectly holds approximately 7.69% of the share capital
therein. Respondent No. 4 holds 11.86% of the share capital in Shaldieli. Approximately 65% of the share capital in Shaldieli is held by the public. The
Shaldieli Transaction and the desire to prevent the completion thereof constitute the basis for the procedure which took place before the lower Court.

 
7. On January 4, 2011, the Petitioners filed a petition before the Finance Division of the Tel Aviv District Court for the issuance of a temporary injunction

against the Respondents, in which they asked the Court to forbid the Respondents to continue or to go forward on the Shaldieli Transaction. The
Petitioners also petitioned the Court to order Shaldieli to refrain from holding a meeting of shareholders, which it had called for January 17, 2010, or
any other meeting of shareholders which was intended to bring the Shaldieli Transaction before the Meeting for approval. Meanwhile, as I recall, the
Meeting was postponed until January 27, 2011. The postponement, insofar as may be determined from written documents, was pursuant to a demand
by the Israel Securities Authority. The written documents do not disclose the background of the demand in question.

 
 In their petition, the Petitioners claimed that IPC had agreed, within the framework of the Shaldieli Transaction, to transfer IPC’s assets to Shaldieli

against the allocation of 90% of the shares in Shaldieli. The Shaldieli Transaction also governs option agreements, consultancy, salary, benefits and so
forth. At the end of the process, or so it was argued, IPC’s share would be diluted and its share would decrease to approximately 80%. According to an
argument advanced by the Petitioners, the Shaldieli Transaction is beneficial for ITC and for its controlling party, Mr. Cooper. The Petitioners claimed
that the Shaldieli Transaction was made without the approval of Bontan, in a manner that runs counter to the Shareholders’ Agreement. This is because
pursuant to the Shareholders’ Agreement, the consent of the Petitioners, who hold the majority of the shares in IPC, is necessary for a trans action such
as the Shaldieli Transaction. Because the Petitioners did not consent and will not consent to the Shaldieli Transaction, the Transaction, according to
their argument, cannot be carried out.

 
8. Responses on behalf of the Respondents and a reply to the responses on behalf of the Petitioners were filed before the District Court. The responses

were supported with affidavits and expert opinions. After the Parties had agreed to waive the examination of the affiants and expert witnesses, and after
oral summations had been heard, the ruling, which denies the petition for the issuance of a temporary injunction, was handed down by the Court on
January 15, 2011. I shall refer to some of the grounds for the ruling below.

 
9. This is what gave rise to the petition for leave to appeal that is before me, as well as to the petition for the issuance of a temporary injunction, pending

a decision on the petition for leave to appeal. In accordance with my ruling of January 18, 2011, the Respondents have filed responses to the petitions,
and I have allowed the Petitioners to file a brief reply to the responses.

 
10. I did not find it appropriate to separate the petition for a temporary injunction, pending a decision on the petition for leave to appeal, in which the

Petitioners asked me to hand down a decision on an ex parte basis, from the petition for leave to appeal itself. This separation is superfluous, in view
of the fact that the meeting of shareholders is now set (after having been postponed) for January 27, 2011. Up to that date, there will be no real
change in the relevant data. Accordingly, I decided to hear the petition for leave to appeal directly, and after study, I have decided to deny it.

 



11. I learned of the content of the Shareholders’ Agreement from the ruling which constitutes the object of the petition, as well as from the descriptions
that appear in the Court documents. The Petitioners did not append to the petition all of the documents that the procedural instance had before it, as
they should have done (see Petition for Administrative Appeal 2088/08, Garlem Ltd. v. Municipality of Rishon Le-Zion (not published; my ruling,
dated March 17, 2008)). The District Court ruled that the action had a chance to succeed; nonetheless – so it ruled – there were also worthy defense
arguments, which it would be fitting and proper to examine in depth, within the framework of the hearing of the action. In this conclusion, which is
based to a great degree on the analysis of the provisions of the Shareholders’ Agreement with no evid ence having been heard – I do not find it
appropriate to intervene. I believe that any other ruling at this stage would be a pretentious ruling which does not take into account the entire set of
arguments advanced by the Parties. I shall comment that even on the assumption that the Petitioners are correct with regard to the interpretation of
the Shareholders’ Agreement, this is not necessarily the last word; it is prima facie necessary to also take into account representations which were
allegedly made to Respondents No. 1 through No. 4. Be that as it may, the ruling in question shall constitute the starting point for the remainder of
the deliberations. Notwithstanding the determination that the action had a chance to succeed, I believe that the Court was correct in refraining from
issuing a temporary injunction. I shall explain.

 
12. The Court ruled that each of the alternatives before it – granting a temporary injunction or not granting such an injunction – was likely to cause

irreversible damage to one of the Parties. The Petitioners, in their petition, discussed the irreversible damage that they were likely to incur. This was
not disputed by the Court, and accordingly, there is no need to say more on the subject. This shall constitute the starting point for the continuation of
the ruling, even though the Respondents dispute this assumption. Nonetheless – had the petition for an injunction been granted (either by the
procedural instance or by this Court), this would have been likely to mean the end of the Shaldieli Agreement, [the implementation of] which [the
Petitioners] are attempting to prevent in the petition for a temporary injunction, because it is quite reasonable to assume that it would no longer be
possible to i mplement it in practice, even if, at the end of the process, the action were to be denied. More precisely: delaying the Agreement for a
few days will not cause such damage; nonetheless – a final decision cannot be given within such a short period of time. The loss of the Transaction
does indeed constitute significant damage for the Respondents. The Court is required to make a decision in a situation where any decision that it
makes – either granting or not granting the petition – is likely, as the Court sees it, to cause irreversible damage.

 
13. In this state of affairs, the Court correctly availed itself of the question of the balance of convenience. With regard to the damage that is likely to be

caused to the Petitioners if the petition is denied, the Court compared the Petitioners’ situation in the case in which the injunction is not issued to
their situation, should the injunction be issued. For the purpose of this comparison, the Court ruled, it would be necessary to take into account the
state of affairs that prevailed immediately prior to the filing of the petition which was before it. In this regard, the Court pointed out two transactions
which had been implemented during the last year, which had already (in the past) affected the Petitioners’ rights in IPC. The first transaction is the
establishment of the Limited Partnership, as early as May 2010. The Partnership was apparently established on the basis of an expectation that it wou
ld be possible to use it as a platform for the raising of capital. The establishment of the Limited Partnership was accompanied by the transfer of all of
the IPC’s rights in the project to the Partnership. Thus the Court emphasized, once the Partnership was established, IPC in any event no longer
directly held rights in the project or the Licenses, and IPC’s rights were transferred to the Partnership in their entirety. There is, in any event, a barrier
between IPC and the rights in question. On the assumption that Bontan once held rights by virtue of the Shareholders’ Agreement, those rights prima
facie no longer apply to the activity of the Limited Partnership.

 
 The Court also mentioned the fact that, in October 2010, IPC engaged in an agreement with the Ofer Group. In that agreement, one-half of all of the

Limited Partnership’s rights were conferred upon the Ofer Group in exchange for an undertaking by the Group to invest an amount of up to $28 million
in the Partnership, which would be transferred for the purpose of financing the Partnership’s share in carrying out the first two drilling operations.

 
14. The Court pointed out that the Petitioners claimed that the transfer of the rights to the Limited Partnership was implemented unlawfully. In my

opinion, the Court was right, for the purpose of the injunction, to ignore the arguments which were advanced by the Petitioners with regard to the
transactions that preceded the Shaldieli Agreement. The Petitioners, for whatever reason, refrained at the time from attacking the agreement with
regard to the Limited Partnership. The fact that the Petitioners protested against it is not enough. It behooved them to initiate a legal procedure, the
purpose of which was to prevent the transaction. If they did not do so – they have no one but themselves to blame. Nor have I ignored the fact that
the Petitioners claimed that Cooper declared that the registration of the Licenses in the name of the Partnership would not prejudice Bontan’s rights
(Section 196 of the petit ion). The matter before us, however, transcends the bounds of the relationship between the Parties to the Partnership
Agreement. The Petitioners did not claim that Respondents No. 1 through No. 4 knew of that promise.

 
15. Accordingly, the point in time which the Court used in its comparison for the purpose of examining the Petitioners’ damage is correct. Basically, the

damage that they are attempting to prevent by means of the injunction has prima facie already been caused, in the past. There is also damage that is
reversible. I therefore accept the conclusion of the District Court, to the effect that the harm to the Petitioners is less than the possible harm to the
Respondents had the petition been granted.

 
16. I also accept the conclusion by the Court, to the effect that the Petitioners delayed in filing the petition, and in fact, that conclusion would have been

sufficient to give rise to the denial of the petition. It is not sufficient that contacts took place between the Parties, as set forth in Section 222 of the
petition. In this matter, I believe it is correct to emphasize an aspect that was raised by Respondents No. 1 through No. 4: according to their
argument, as a result of the delay, investors from among the public who invested in Respondent No. 1 during the period in which the Petitioners



delayed and did not approach the Court would also be harmed. These investors’ situation has changed for the worse. I believe this argument as well
is prima facie possessed of real substance. This argument goes beyond the direct matter between the Parties to the Shareholders’ Agreement. The
same holds true of the arguments with regard to the investments that were made by Respondent No. 1.

 
17. I cannot refrain from commenting, in the context of the delay, on the unjustified time constraint to which the Petitioners subjected the District Court.

Without setting anything in stone with regard to the question of when the Petitioners learned of the Transaction, even as they themselves would
have it, they knew of it as early as December 11, 2010 (the Respondents claim that the Petitioners knew of the Transaction as early as the end of
October 2010). The petition for an injunction was filed only on January 4, 2011, less than two weeks before the date which was set, at the time, for
the General Meeting for Shaldieli, a meeting which, as set forth above, has meanwhile been postponed. The Court allowed the Respondents to file
responses, heard arguments on January 13, 2011, and handed down its ruling on Saturday night, January 15, 2011. The District Court sh ould be
praised for having succeeded in complying with the timetable and for having handed down a comprehensive and rapid decision. At the same time,
there was no justification whatsoever for the time constraint to which the Respondents and the District Court were subjected, especially in light of
the complexity of the matter. The Petitioners are entitled to their day in Court, and they have had it; nonetheless, an artificial time constraint is
frequently at the expense of other litigants’ time, and there was no reason to create this pressure of time.

 
18. For the sake of good order, I shall point out that the Parties exposed – both before the lower Court and before me – a much broader picture and many

additional arguments. In many of those matters, no decision can be reached, not even prima facie, within the framework of a petition for a temporary
remedy. In any event – the reasons which I have already pointed out are sufficient to lead me to the conclusion that it is not appropriate to intervene
in the ruling by the District Court.

 
19. Conclusion: I hereby deny the petition for leave to appeal and along with it the petition for a temporary injunction. The Petitioners shall bear the

costs of Respondents No. 1 through No. 4 before the present instance, and the costs of Respondents No. 5 through No. 9, in the total amount of NIS
25,000 for each group of Respondents.

 

 
 Handed down on this day, 15 Shevat 5761 (January 20, 2011).

 
Justice
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