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IMPORTANT NOTICE1

This Prospectus has been issued by InterOil Exploration and Production ASA (“InterOil” or “the Company”) in 
connection with the Listing of InterOil’s shares on Oslo Børs, as further described herein.  

This Prospectus has been prepared to comply with the Norwegian Securities Trading Act chapter 5 and related 
secondary legislation, including the EC Commission Regulation EC/809/2004. The Prospectus has been prepared 
solely in the English language. Oslo Børs has approved this Prospectus in accordance with the Norwegian Securities 
Trading Act sections 5-3 and 5-7.  

Except for the approval by Oslo Børs, no action has been taken to permit the distribution of this Prospectus in any 
jurisdiction where action would be required for distribution. Accordingly, this Prospectus may not be used for the 
purpose of an offer of, or solicitation for, any securities in any jurisdiction or in any circumstances in which such 
offer or solicitation would be unlawful or unauthorized. 

The information contained herein is only updated as of the date hereof and subject to change, completion or 
amendment without notice. In accordance with section 5-15 of the Norwegian Securities Trading Act, any new 
factor, significant error or inaccuracy that might have an effect on the assessment of the New Shares and/or the New 
Shares and emerges between the time of publication of the Prospectus and the Listing of the New Shares, will be 
included in a supplement to the Prospectus. Such supplement must be approved by Oslo Børs. Neither the 
publication nor distribution of this Prospectus nor any sale made hereunder shall under any circumstances create any 
implication that the information herein is correct as of any date subsequent to the date of the Prospectus. 

This Prospectus does not constitute an offer to sell, or a solicitation of an offer to buy, any of the Shares or any other 
securities issued by the Company. 

This Prospectus has not been approved or recommended by any United States federal or state securities commission 
or regulatory authority nor have such entities confirmed its accuracy or adequacy. Any representation to the contrary 
is a criminal offence. 

THE SECURITIES DESCRIBED IN THIS PROSPECTUS HAVE NOT BEEN AND WILL NOT BE 
REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “US SECURITIES 
ACT”) AND MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE 
ACCOUNT OR BENEFIT OF, U.S. PERSONS (AS DEFINED IN REGULATION S OF THE U.S. SECURITIES 
ACT) UNLESS AN EXEMPTION FROM REGISTRATION IS AVAILABLE PURSUANT TO THE US 
SECURITIES ACT. 

In relation to the United Kingdom, this Prospectus is only directed at, and may only be distributed to, persons who 
fall within the meaning of Article 19 (Investment Professionals) and 49 (High Net Worth Companies, 
Unincorporated Associations etc.) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 
(as amended) or who are persons to whom the document may otherwise be lawfully distributed. This Prospectus may 
only be distributed in circumstances which do not result in an offer to the public in the United Kingdom within the 
meaning of Public Offers of Securities Regulations 1995 (as amended). The distribution (which term shall include 
any form of communication) of this Prospectus may be restricted pursuant to section 21 (Restrictions on Financial 
Promotion) of the Financial Services and Markets Act 2000 (as amended). 

All inquiries relating to this Prospectus should be directed to the Manager.  

In the ordinary course of their respective businesses, the Manager and certain of their affiliates have engaged, and 
may in the future engage, in investment banking and commercial banking transactions with the Company. 

Any dispute that might arise regarding this Prospectus is subject to Norwegian law and the exclusive jurisdictions of 
the Norwegian courts. 

                                                          

1
Capitalized terms used in this section and not defined herein shall have the meaning ascribed to them in the Section headed “Definitions and 

Glossary”.
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1 Summary
The following summary should be read in conjunction with, and is qualified in its entirety, by the more detailed 

information and the Appendices appearing elsewhere in this Prospectus. 

In case a claim relating to the information contained in the Prospectus is brought before a court, the plaintiff 

Investor might have to bear the cost of translating the Prospectus before legal proceedings are initiated. Civil 

liability attaches to those persons who have tabled the summary including any translation thereof, and applied for 
its notification, but only if the summary is misleading, inaccurate or inconsistent when read together with the other 

parts of the Prospectus.

1.1 Description of InterOil 

1.1.1 Introduction 

InterOil was founded in May 2005. In September, 2005, InterOil acquired all the assets of Mercantile International 
Petroleum Inc, and became the operator and producer of oil and gas in Peru and Colombia. Subsequently InterOil 
has implemented an investment program in both countries, significantly increased production and established a core 
of professionals in Norway and Switzerland to manage and run this operation. The local management in Peru and 
Colombia has continued following InterOil’s acquisition. 

1.1.2 History 

The Company was established on 2 May 2005 as a Norwegian Private Limited Company (“AS”). It was transformed 
to a Norwegian Public Limited Company (“ASA”) on 14 November 2005. The Company is registered in the 
Register of Business Enterprises with org. no: 988247006. The Company’s registered office is Strandveien 50, 1366 
Lysaker.

InterOil is an upstream oil exploration and production company focused on South America and Africa. The 
Company currently has oil exploration activities in Peru and Colombia, and is in the process of establishing 
operations in West Africa.  

The Company’s activities in Peru and Colombia are the result of the acquisition of certain subsidiaries previously 
owned by the oil exploration company Mercantile International Petroleum Inc. (“MIPI”). In 2004 MIPI was looking 
to sell its oil exploration activities in Peru and Colombia. Negotiations for the acquisition of MIPI’s operations and 
assets in Peru and Colombia started in September 2004, and on 9 June 2005 InterOil entered into a sales and 
purchase agreement with MIPI. The closing of the acquisition took place on 27 September 2005. 

The assets in Peru and Colombia were originally negotiated by InterOil Exploration SA, a Swiss company wholly 
owned by the Company. The assets were later transferred to another 100% subsidiary of InterOil, InterOil 
Exploration and Production Latin America AS.  

1.1.3 Business description 

The Company’s operations are currently located in Peru and Colombia. In addition, the Company is currently in the 
process of establishing operations in West Africa, and has been offered participation in two exploration licenses in 
Angola.  

1.1.3.1 Peru

In Peru InterOil’s activities and assets consist of three companies and two producing assets, located in the Talara 
area in the north-west of Peru. The licenses Block III & IV are located close to Talara, where the Peruvian part of the 
Group has its operational office. Most oil related services can be found in this town, as well as Piura, located 100km 
to the south of Talara.  

The operating companies include:  

• Mercantile Peru Oil & Gas S.A. – License holder of Block III 

• Compania Petrolera Rio Bravo S.A. – License holder of Block IV 

• Manitoba Services S.A. – Service company 

Talara has a large refinery, operated by Perupetro S.A., the Peruvian state oil company. The oil produced by the 
Company is piped to this refinery. 
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InterOil’s net production from these operations before royalties at the end of April 2006 was approximately 2,400 
bbl/d, which is an increase of approximately 800 bbl/d since the beginning of the year. Additional investments will 
be done in 2006 in order to further increase the production. 

1.1.3.2 Colombia

In Colombia, InterOil’s activities and assets is held by a Colombian branch of a BVI registered company, Mercantile 
Colombia Oil and Gas Inc. (the only activity of the company is the operation of the Colombian branch), Mercantile 
Colombia Oil and Gas Inc. have seven contract areas which cover a total area of 258 km2. All contract areas are 
located in the Rio Magdalena basin.  

The Company’s main office is in Bogota and its operations are carried out 100km south-west of Bogota in the Upper 
Magdalena Valley. This is an area which has limited facilities. The Company’s oil is piped locally into tankers and 
trucked to the south to Hocols storage facility, which is situated 200 km to the south of the Company’s operations.  

The Company is the operator of all contract areas with the Colombian state-owned oil company Ecopetrol as partner. 
Ecopetrol has the right to a 30%-50% equity interest in all areas, and has exercised this in all contracts except one. 
Mercantile Colombia has a staff of approximately 42.  

InterOil’s net production from all areas in Colombia before royalties at end of April was approx. 1,000 bbl/d, an 
increase of approximately 250 bbl/d since the beginning of the year. InterOil will invest approx. USD 8 million in 
Colombia in 2006 in order to increase the production, but so far the effect of these investments has not been as 
successful as in Peru.  

Below is an overview of the fields: 

• Toqui-Toqui field (located within Puli C Block) 

• Rio Opia contract (located within Puli C Block) 

• Ambrosia contract (located within Puli C Block) 

• Mana contract (located within Puli C Block) 

• Armero contract 

• Paraiso contract 

• Puli B Block 

1.1.3.3 West Africa 

In addition to the Company's activities in Peru and Colombia, the Company is currently in the process of 
establishing operations in West Africa. The objective is to acquire one producing asset in this region within 2006.  

During the 1Q of 2006, InterOil applied for two blocks offshore Angola. On 9 May 2006, the Company was offered 
participation in exploration licenses for Block 5 & 6 offshore Angola. The possible participation will be evaluated 
during 2006. 

1.1.4 Vision and Strategy 

The objective of InterOil is to develop the Company as an exploration and production oil & gas company active 
primarily in West Africa and South America. 

InterOil will seek to achieve this through: 

• initial growth from the purchase of one or more junior oil & gas producers  

• developing organically the assets within these companies 

• acquire one or more producing assets 

• participate in offshore and onshore exploration with the ultimate goal of achieving a balance of the Company’s 
portfolio between exploration, appraisal, developing and producing assets.  
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1.1.5 Board of Directors, Senior Management and Employees 

Board of Directors 

The Company’s Board of Directors, will from the time of the Listing, consist of 5 members: Mårten Rød 
(Chairman), Gian Angelo Perrucci, Robert Blair Thomas, Berit Kjøll and Patricia Guerra.  

For further information please see Section 9.4.1 below. 

Management 

The Group executive management comprise: Nils Trulsvik (CEO), Tom Wolden (COO), Jon Wiggen (CFO), Rene 
Graf (CTO), Christian Nygaard (Director Development), and Pascal Berthou (General Manager, Africa). For further 
information please see Section 9.4.3 below. 

Employees 

As of the date of this Prospectus, InterOil and it’s subsidiaries employ 134 persons.  

For further information please see Section 9.10 below. 

1.1.6 Advisors and Auditors 

Manager

Pareto Securities ASA has been retained as the Manager for the Listing. 

Legal counsel 

The Company’s legal counsel is Wiersholm, Mellbye & Bech, advokatfirma AS.  

Auditor

The Company’s auditor is PricewaterhouseCoopers AS, Oslo, Norway. 

For further information, please see Section 6.10. 

1.1.7 Major shareholders and related party transactions 

Major shareholders 

As of 17 July 2006 the five largest shareholders in the Company were: 

1 Eksportconsult AS 5,225,000 24.6% 
2 Caberian Investment Inc. 4,600,000 21.7% 
3 Credit Suisse Securities 1,870,600 8.8% 
4 Bear Sterns Securities Corp. 1,618,800 7.6% 
5 Force Capital Partners AS 800,000 3.8% 

For further information please see Section 10.6. 

Related party transactions 

Eksportconsult AS has a management agreement with InterOil relating to the business development in the Company. 
Eksportconsult AS is owned by the Chairman of the board, Mårten Rød, and his immediate family.  

For further information please see Section 6.6. 

1.2 Selected financial information 

The following table sets out certain selected financial information of the Company for period from 2 May 2005 
(inception) to 31 December 2005 and the first quarter ending 31 March 2006 and 2005.  

The consolidated financial statements of the Company have been prepared in accordance with International Financial 
Reporting Standards (IFRS) as adopted by the European Union and correspond with the interpretation of the 
International Standards Board. The consolidated financial statement is presented in USD and is rounded up to 
thousands (1,000). The consolidated financial statements have been prepared under the historical cost convention, 
except for financial assets at fair value through profit or loss. 
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1.2.1 Consolidated income statement 

Amounts in USD 1 000  

For the three 
months period 

ended 31 March 
2006  

For the period 
from 2 May 2005 
(inception) to 31 
December 2005 

  (Unaudited)  

Sales 8 641 7 991 

Cost of goods sold -3 438 -3 240 

Gross profit 5 203 4 751 

Tariffs and transportation  -133 -204 

Exploration cost expensed 123 -783 

Administrative expense  -1 905 -1 501 

Other income  105 181 

Other operating expenses  -8 -143 

Profit from operating activities 3 385 2 301 

    

Finance costs – net   -1 340 -1 522 

Profit before income tax 2 045 780 

Income tax expense   -1 438 -503 

Net profit 607 276 

   

Earnings per share for profit attributable to the 
equity holders of the Company during the period 
(expressed in USD per share) 

   

– basic   0.03 0.04 

– diluted  0.03 0.04 

1.2.2 Condensed consolidated Balance sheet 

Amounts in USD 1 000 As of 31 March 
2006 

As of 31 December 
2005

(Unaudited)

ASSETS   

Total non-current assets  101 489 98 600 

Total current assets  20 531 26 259 

TOTAL ASSETS  122 021 124 859 

EQUITY

Share capital and share premium 43 574 43 574 

Other reserves 3 096 3 096 

Retained earnings  883 276 

Total equity  47 553 46 946 

   

LIABILITIES 

Total non-current liabilities  57 906 57 105 

Total current liabilities  16 562 20 807 

Total liabilities  74 468 77 913 

TOTAL EQUITY AND LIABILITIES  122 021 124 859 
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1.2.3 Capitalization and indebteness 

As of 31 March 2006, the Company had cash, cash equivalents and marketable securities of NOK 15.2 million.  

The Company believes that its current capital resources together with the proceeds from the Bond Issue, will be 
sufficient to fulfil commitments referred to under the section 6.5 “Investments” and 6.8 “Property, Plants and 
Equipment”. 

InterOil has a total of NOK 68 million in debt consisting of USD 42 million in long-term debt, USD 20 million in a 
Senior Unsecured Bond Loan and subordinated interest bearing debt amounting to USD 6 million to Maxi Assets 
Inc. (Panama) relating to the acquisition of the assets in Peru and Colombia.  

The Company has an equity ratio of 33%.  

1.3 The Listing and admission to trading 

The board of Oslo Børs approved InterOil’s application for listing of the Shares at its meeting held on 22 June 2006. 
Barring unforeseen circumstances, the first day of trading for the Shares is expected to be on or about 19 July 2006. 
The Shares are expected to trade in round lots of 200 Shares with the ticker-symbol “IOX”. 

1.4 Summary of Risk Factors 

A number of risk factors may adversely affect the Company. Below is a brief summary of some of the most relevant 
risk factors described in Section 2 “Risk factors”. The risks described in section 2 are not exhaustive, and other 

risks not discussed herein may also adversely affect the Company. Prospective investors should consider carefully 

the information contained in this Prospectus and make an independent evaluation before making any investment 
decision.

1.4.1 Financial risk 

Financial risk comprises foreign exchange risk, credit risk, liquidity risk, cash flow and interest rate risk.  

Foreign exchange risk arises from future commercial transactions, recognised assets and liabilities and the 
investment of excess liquidity. Currently, the Company uses no derivative financial instruments to hedge the above 
mentioned risk exposures. 

Currently, the Group is selling its oil In Peru to Petroperu, a state owned company and in Colombia, to Hocol, a 
subsidiary of a French enterprise. The credit risk for these customers is considered to be low. 

Prudent liquidity risk management implies maintaining sufficient cash and available for sale financial assets and 
develop operations according to budget. InterOil has in 2005 generated positive cash flows from operations.  

The Group has obtained financing with fixed interest rates which exposes the Group to fair value changes. There are 
no other financing agreements and the Group has not entered into any interest rate swaps 

1.4.2 Operational risk 

The business of exploration and production of oil and gas involves a certain degree of risk. Few prospects that are 
explored are ultimately developed into producing oil and gas fields. Significant expenditure is required to establish 
the extent of oil and gas reserves through seismic and other surveys and drilling and there can be no certainty that oil 
and gas reserves will be found. 

1.4.3 Political risk 

Changes in the legislative and fiscal framework governing the activities of the companies engaged within the oil and 
gas sector may have a material impact on exploration and development activity or directly affect the Company’s 
operations. In particular, changes in political regimes will constitute a material risk factor for the Company’s 
operations in foreign countries.  

1.4.4 Market risk 

The marketability of any oil and gas discovered will be affected by numerous factors beyond the control of InterOil. 
The oil and gas industry is highly competitive. There is strong competition for the discovery and acquisition of 
properties considered to have commercial potential. InterOil competes with other exploration and production 
companies, many of which have great financial resources.  

InterOils’ production and prospective production comes from its interests in a small number of oil and gas fields in 
South America. Whilst the production has been stable and existed for a long time, InterOil will remain dependent on 
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a production from this area in the near future. Operational problems in any one field could have a materially adverse 
affect on InterOil.  

The profitability and cash flow of InterOils’ operations will be dependent upon the market price of oil and gas. This 
is known to fluctuate. If the price of oil and gas products should drop significantly, the economic prospects of the 
projects in which InterOil has an interest would be significantly reduced. 

The actual cost estimate provided for abandonment and restitution cost could differ in amount and timing and the 
regulations governing abandonment may be different in the future. Such differences could have some impact on 
InterOil’s business. 

1.5 Additional Information 

1.5.1 Share Capital and shareholder matters 

InterOil is a Norwegian public limited liability company with registration number 988 247 006.  

The Company’s registered share capital prior to the Listing is NOK 1,062,250 consisting of 21,245,000 Shares each 
with a nominal value of NOK 0.05, fully paid and issued in accordance with Norwegian law.  

All issued Shares in the Company are vested with equal shareholder rights in all respects. There is only one class of 
shares issued and all Shares are freely transferable.  

See Section 10 “Share Capital and Shareholder Matters” for a further description of the Company’s share capital. 

The Shares are registered with VPS under the International Securities Identification Number (ISIN) NO 001 
0284318. The registrar for the Shares is DnB NOR Bank, Verdipapirservice. 

1.5.2 Articles of Association 

The articles of association of InterOil are included as Appendix 1 to this Prospectus.  

The Company’s purpose according to its articles is the exploration, development, production, purchase and sale of 
oil and natural gas deposits and production licences, as well as any activities related thereto, cf. article 3. The 
Company has one class of shares. The Board of Directors consists of 6 members.  

1.5.3 Documents on display 

The following documents (or copies thereof) may be inspected at www.interoil.no:

i. the articles of associations of the Company; 

ii. first quarter report for 2006, 

iii. historical financial information including auditor’s report for the financial years ending 31 December 2005,  

iv. historical financial information for Mercantile International Petroleum Inc. for 2004 and 2003, 

v. stock exchange notices, including quarterly reports, distributed by the Company through Oslo Børs’ 
information system at www.newsweb.no.

1.5.4 Third party statements

The information in this Prospectus that has been sourced from third parties has been accurately reproduced and, as 
far as the Company is aware and able to ascertain from the information published by that third party, no facts have 
been omitted that would render the reproduced information inaccurate or misleading.  
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2 Risk Factors
Prospective investors should carefully consider the following risk factors, in addition to the other information 

presented in this Prospectus, before making an investment decision. The risks discussed below are not the only ones 
that may affect the Company’s business or the value of the Company’s securities. Additional risks not presently 

known to the Company or that the Company currently considers immaterial, may also impair the Company’s 

business operations and prospects. If any of the following risks occur, potential investors could lose the entire value 
of their investment in the Company’s securities. 

The Group’s activities are exposed to certain financial risks: market risk, credit risk, liquidity risk and interest risk. 
The Group’s overall risk management plan focuses on the unpredictability of financial markets and seeks to 
minimise potential adverse effects on the Group’s financial performance. Risk management is carried out by the 
Chief Financial Officer.  

2.1 Financial risk 

2.1.1 Foreign exchange risk 

The Group operates internationally and is, to some extent, exposed to foreign exchange risk arising from various 
currency exposures, primarily with respect to the following currencies; USD, PEN and COP. All revenues are 
invoiced to the customers in USD, while operating expenses are mostly denominated in USD, NOK, PEN and COP. 
Foreign exchange risk arises from future commercial transactions, recognised assets and liabilities and the 
investment of excess liquidity. Currently, the Company uses no derivative financial instruments to hedge the above 
mentioned risk exposures. 

2.1.2 Credit risk 

Currently, the Group is selling all of its oil to Petroperu, and Hocol, a French enterprise. The credit risk for these 
customers is considered to be low.  

2.1.3 Liquidity risk 

Prudent liquidity risk management implies maintaining sufficient cash and available for sale financial assets and 
develop operations according to budget. InterOil has in 2005 generated positive cash flows from operations. In 2005, 
the Group performed a share issue with net proceeds of USD 43,558 million and should be able to raise additional 
funds if the liquidity status requires additional funding. Cash positions are monitored regularly to ensure that cash 
positions are kept an acceptable level to ensure reasonable coverage for the Groups commitments and other planned 
investments.  

2.1.4 Cash flow and fair value interest rate risk 

The Group has obtained financing with fixed interest rate which exposes the Group to fair value changes. There are 
no other financing agreements and the Group has not entered into any interest rate swaps. 

2.1.5 The Company’s Share Prices may experience volatility 

An investment in the Company’s shares is associated with a significant element of risk. The Company operates in a 
market featuring open and fierce competition and a number of factors outside the Company’s control may affect the 
performance of the Company. The market price of the Shares could fluctuate significantly in response to quarterly 
variations in operating results, adverse business developments, changes in financial estimates by securities analysts 
and / or changes to the regulatory environment in which the Company operates. The price of the Shares will also be 
subject to fluctuations in line with general movements in the capital markets and the liquidity in the secondary 
market as well as specific movements for oil service companies.  

2.1.6 Investment and Trading Risks in General 

All investments in securities are exposed to risk of loss of capital. Investment in oil exploration and production as 
contemplated by the Company involves significant economic risks. Although the Company’s investment and 
management strategy is expected to provide some protection from the risk of loss inherent in the ownership of such 
assets, there can be no assurance that these strategies will completely protect against this risk or that the Company’s 
investment objectives will be achieved. 
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2.2 Operational risk 

2.2.1 General

The business of exploration and production of oil and gas involves a certain degree of risk. Few prospects that are 
explored are ultimately developed into producing oil and gas fields. Significant expenditure is required to establish 
the extent of oil and gas reserves through seismic and other surveys and drilling and there can be no certainty that oil 
and gas reserves will be found.  

The exploration and development of oil and gas assets may be curtailed, delayed or cancelled by unusual or 
unexpected geological formation pressures, oceanographic conditions, hazardous weather conditions or other factors. 
There are numerous risks inherent in drilling and operating wells, many of which are beyond the Company’s control. 
InterOil’s operations may be curtailed, delayed or cancelled as a result of environmental hazards, industrial 
accidents, occupational and health hazards, technical failures, shortage or delays in the delivery of rigs and/or other 
equipment, labor disputes and compliance with governmental requirements. Drilling may involve unprofitable 
efforts, not only with respect to dry wells, but also with respect to wells which, though yielding some petroleum, are 
not sufficiently productive to justify commercial development or cover operating and other costs. Completion of a 
well does not assure a profit on the investment or recovery of drilling, completion and operating costs. 

The reserves data included in this document are estimates. The nature of reserve quantification studies means that 
there can be no guarantee that estimates of quantities and quality of oil and gas disclosed will be available for 
extraction. Therefore, actual production, revenues, cash flows, royalties and development and operating expenditures 
may vary from these estimates. Such variances may be material. 

2.2.2 Political Risk 

Changes in the legislative and fiscal framework governing the activities of the companies engaged within the oil and 
gas sector may have a material impact on exploration and development activity or directly affect the Company’s 
operations. In particular, changes in political regimes will constitute a material risk factor for the Company’s 
operations in foreign countries. Below is a short overview of the political and economical risks presents in the 
countries where the Company operates. 

Peru

Peru's economy reflects its varied geography - an arid coastal region, the Andes further inland, and tropical lands 
bordering Colombia and Brazil. Abundant mineral resources are found in the mountainous areas, and Peru's coastal 
waters provide excellent fishing grounds. However, overdependence on minerals and metals subjects the economy to 
fluctuations in world prices, and a lack of infrastructure deters trade and investment. 

The oil and gas industry is, under the new fiscal regulations that were introduced last year, quite favorable in Peru, 
which can be seen from the latest allocation of licenses. 

Columbia
Colombia's economy has been on a recovery trend during the past two years despite a serious armed conflict. The 
economy continues to improve thanks to austere government budgets, focused efforts to reduce public debt levels, an 
export-oriented growth strategy, and an improved security situation in the country. 

InterOil’s subsidiary MCOG, has operated in Colombia since 1994. Neither the expatriates nor the local staff have 
ever been threaten or harmed. The Company has an office in Bogota and its operation is 100 km SW in the Upper 
Magdalen a valley. InterOil transports oil daily by trucks over 200 km each way. There has never been an incident 
nor any disruption in this transportation. The oil is stored in tankers (onshore) and transported by pipeline over 
200km to the NW. There have not been any incidents with this pipeline for the last 5 years. 

Angola
Angola's economy has undergone a period of rapid transformation in recent years, moving from the disarray caused 
by a quarter century of war to being the fastest growing economies in Africa and in the world. Growth is almost 
entirely driven by rising oil production which surpassed 1.2 million barrels per day in late-2005. Control of the oil 
industry is consolidated in Sonangol, a conglomerate which is owned by the Angolan government. The economy 
grew 18% in 2005; growth is expected to reach 26% in 2006 and stay above 10% for the rest of the decade. The 
security brought about by the 2002 peace settlement has led to the resettlement of 4 million displaced persons, thus 
resulting in large-scale increases in agriculture production. With revenues booming from oil exports, the government 
has started to implement ambitious development programs in building roads and other basic infrastructure for the 
nation. 
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The president has announced the government's intention to hold elections in 2006. These elections would be the first 
since 1992 and would serve to elect both a new president and a new National Assembly. 

The management and members of the Board have 20 years long relationship to Angola and Sonangol. The said board 
members and management have actively been involved in Angola and seen the development first hand. The oil 
industry has, because of well established regulatory system for oil and gas activity (PSA’s) been active in the 
country before and after independence. The activity increased significantly in the mid 90’s by the discovery of large 
offshore oil deposits in very deep water. Angola is today considered prime area for most oil and gas companies, 
although the entry ticket and the cost of establishing an operation in Angola is considered high. 

2.2.3 Environmental risks 

All phases of the oil business present environmental risks and hazards and are subject to environmental regulation 
pursuant to a variety of international conventions and state and municipal laws and regulations. Environmental 
legislation provides for, among other things, restrictions and prohibitions on spills, releases or emissions of various 
substances produced in association with oil and gas operations. The legislation also requires that wells and facility 
sites be operated, maintained, abandoned and reclaimed to the satisfaction of applicable regulatory authorities. 
Compliance with such legislation can require significant expenditures and a breach may result in the imposition of 
fines and penalties, some of which may be material. Environmental legislation is evolving in a manner expected to 
result in stricter standards and enforcement, larger fines and liability and potentially increased capital expenditures 
and operating costs. The discharge of oil, natural gas or other pollutants into the air, soil or water may give rise to 
liabilities to foreign governments and third parties and may require the Company to incur costs to remedy such 
discharge. No assurance can be given that environmental laws will not result in a curtailment of production or a 
material increase in the costs of production, development or exploration activities or otherwise adversely affect the 
Company’s financial condition, results of operations or prospects. 

2.2.4 Dependence on key executives and personnel 

InterOil’s development and prospects are dependent upon the continued services and performance of its senior 
management and other key personnel. The loss of the services of any of the senior management or key personnel 
may have an adverse impact on InterOil. 

2.3 Market risks 

The marketability of any oil and gas discovered will be affected by numerous factors beyond the control of InterOil. 
These factors include market fluctuations, proximity and capacity of oil and gas pipelines and processing equipment, 
availability of transportation capacity and government regulations including regulations relating to taxation, 
royalties, productions levels, imports and exports and the environment, the effect of which cannot be accurately 
predicted. 

2.3.1 Current Operating Conditions 

Oil and gas commodity prices are currently high and therefore driving up the cost of oilfield goods and services 
worldwide and in the countries in which InterOil operates. The impact of this on InterOil’s business could be a delay 
in activity because of, for example a lack of available drilling rigs as well as increased costs. 

2.3.2 Competition 

The oil and gas industry is highly competitive. There is strong competition for the discovery and acquisition of 
properties considered to have commercial potential. InterOil competes with other exploration and production 
companies, many of which have great financial resources. Joint selling of oil or gas may have serious repercussions 
for the sellers, including fines, invalidity of contracts and refund claims, provided such sales can be held to have 
affected the competitive situation in the market. 

2.3.3 Oil and gas assets 

InterOils’ production and prospective production comes from its interests in a small number of oil and gas fields in 
South America. Whilst the production has been stable and existed for a long time, InterOil will remain dependent on 
a production from this area in the near future. Operational problems in any one field could have a materially adverse 
affect on InterOil. Further, the oil and gas fields from which InterOil receive its current production, are substantially 
under plateau production levels, and production is, in the absence of production-enhancing work, declining over 
time. InterOils’ production originates from mature fields and licenses granted several decades ago. As such, 
commercial production life may exceed the period of the current license period. While in all precedent situations in 
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both Peru and Colombia, these licenses have been extended to allow production to continue with the same owners, 
there is no guarantee that this will continue to be the case. The average remaining license period is 12 years before 
renewal. 

2.3.4 Commodity prices 

The profitability and cash flow of InterOils’ operations will be dependent upon the market price of oil and gas. This 
is known to fluctuate. Oil and gas prices are affected by numerous factors beyond InterOils’ control, including 
economic and political conditions, levels of supply and demand, the policies of the Organisation of Petroleum 
Exporting Countries (Opec), currency exchange rates and the availability of alternate fuel sources. If the price of oil 
and gas products should drop significantly, the economic prospects of the projects in which InterOil has an interest 
would be significantly reduced. 

2.3.5 Abandonment risk 

The actual cost estimate provided for abandonment and restitution cost could differ in amount and timing and the 
regulations governing abandonment may be different in the future. Such differences could have an adverse impact on 
InterOils’ business. 

2.4 Forward-looking statements and future developments 

This Prospectus contains forward-looking statements and information relating to the Company and its business and 
industry. All statements other than statements of historical facts included in this Prospectus are forward-looking 
statements. Words such as believe, intend, expect, anticipate, project, estimate, predict and similar expressions are 
intended to identify forward-looking statements. The statements are based on the Company’s assumptions and 
beliefs in light of the information currently available. 

These assumptions involve risks and uncertainties which may cause actual results, performance or achievements to 
be materially different form actual results or achievements expressed or implied by such forward-looking statements. 
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3 Responsibility Statements 

3.1 Statement from the Board of Directors of InterOil Exploration and 
Production ASA 

The Board of Directors of the Company confirms that, after having taken all reasonable care to ensure that such is 
the case, the information contained in the Prospectus is, to the best of their knowledge, in accordance with the facts 
and contains no omission likely to affect its import. 

Market developments and future prospects described herein have been assessed according to the best of our 
knowledge and should be read in conjunction with the “Risk Factors” disclosed in Section 2 of this Prospectus. 

Oslo, 17 July 2006 

The Board of Directors of InterOil Exploration and Production ASA 

Mårten Rød (Chairman)  Gian Angelo Perrucci  Robert Blair Thomas 

3.2 Statement from the Manager 

Pareto Securities ASA has, as sole Manager in connection with the application for Listing, at the request of, and with 
the co-operation of, the Board of Directors and management of InterOil, prepared this Prospectus. The assistance 
with regard to the preparation of the Prospectus has been based on: (i) publicly available information, (ii) discussions 
with the Board of Directors and management of InterOil who have also reviewed the Prospectus and verified the 
accuracy and completeness thereof in a separate statement to the Manager, (iii) financial due diligence conducted by 
the Independent Financial Advisor to the Manager, and (iv) a limited legal due diligence investigation conducted by 
the legal advisors (including legal counsel in Peru and Colombia) to the Manager.  

Based upon such information, the Manager has endeavoured to assist InterOil to provide as accurate and complete 
presentation of the Company that is possible. Thommessen Krefting Greve Lund AS Advokatfirma has coordinated 
and performed a limited legal due diligence of InterOil and its subsidiaries on behalf of the Manager. In addition, 
Ernst & Young AS has performed a limited financial due diligence of InterOil. 

On the basis of the above, the Manager can not accept any legal or financial liability for the completeness or 
accuracy of this Prospectus.  

As of 17 July 2006, Pareto Securities ASA and its employees hold 90,300 Shares in InterOil. 

Oslo, 17 July 2006 

Pareto Securities ASA 

3.3 Statement from the legal advisor to the Company 

Wiersholm Mellbye & Bech AS has acted as Norwegian legal advisor to the Company in connection with the Listing 
of the Company’s Shares on Oslo Børs. 

We have reviewed the information regarding Norwegian legal matters contained in chapter 13 (Tax Issues) of this 
Prospectus. On the basis of the information presented to us, it is our view that the said chapters give a fair and 
balanced description of the Norwegian legal matters described therein.  

Our statement is limited to the above and does not extend to the content of other chapters of the Prospectus or to any 
descriptions of commercial, financial, accounting or technical matters contained in the Prospectus. Our statement is 
limited to matters of Norwegian law. 

Oslo, 17 July 2006 

Wiersholm, Mellbye & Bech, advokatfirma AS  
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4 Key Information 

4.1 Purpose of Listing  

The contemplated Listing of the Shares on Oslo Børs is an important element of the Company’s strategy. Through a 
Listing, the Company will be able to provide a regulated marketplace for the trading of its Shares. Moreover, the 
Listing will facilitate the use of the capital markets in order to raise further equity, and will increase the 
attractiveness of the Shares as consideration in possible future acquisitions and/or mergers.  

4.2 Working capital statement  

In InterOil’s opinion, the working capital is sufficient to support its present requirements. 

4.3 Capitalisation and indebtedness

The following table shows the Company’s capitalisation as of 31 December 2005 and 31 March 2006, being the last 
disclosed financial statements of the Company.  

(USD 1,000) 31 March 2006 31 December 
2005 

Share capital 157 157 
Share premium reserve 43,417 43,417 
Other reserves 3,096 3,096 
Retained earnings 883 276 

Shareholders’ equity  47,553 46,946 

   
Total current debt:   

Guaranteed - - 
Secured - - 
Unguaranteed/unsecured 16,562 20,807 
   
Total non-current debt   

Guaranteed - - 
Secured 35,507 35,135 
Unguaranteed/unsecured 22,399 21,971 
   

Total indebteness  74,468 77,913 

   

Total capitalisation  122,021 124,859 

Cash 7,189 8,437 
Cash equivalents - -
Trading securities 8,016 10,901 

Liquidity 15,205 19,338 

Current bank debt - -
Current portion of non current debt - -

Other current financial debt 6,000 6,000 

Current financial indebtedness 6,000 6,000 

Non current bank loans 35,507 35,135 
Bonds issued - -

Other non current loans 35,507 35,135 

Non current financial indebtedness 35,507 35,135 

Net financial indebtedness 26,302 21,797 

The table above should be read in conjunction with the Company’s consolidated financial statements and the related 
notes thereto.  
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There has been no material changes since the date of InterOil’s last published information, except for the issuance of 
the Senior Unsecured Bond Loan described under section 6.7.3 below. 

4.4 Third party statements

The information in this Prospectus that has been sourced from third parties has been accurately reproduced and, as 
far as the Company is aware and able to ascertain from the information published by that third party, no facts have 
been omitted that would render the reproduced information inaccurate or misleading. 
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5 The Listing 

5.1 Purpose of and background for the Listing 

The Listing is an important element of the Company’s strategy. Through the Listing, InterOil will be able to access a 
regulated marketplace for the trading of the Shares. Moreover, the Listing will provide the Company with improved 
access to the capital markets for the purpose of raising further equity, if and when required. The Listing is further 
expected to increase the attractiveness of the Shares as consideration in possible further acquisitions of and/or 
mergers with other companies.   

5.2 Admission to trading and dealing arrangements 

On 23 May 2006, the Company submitted an application to Oslo Børs for the Listing. The Listing comprises all of 
the outstanding Shares in the Company, being 21,245,000 Shares each with a par value of NOK 0.05 per Share. 

The Board of Directors of Oslo Børs approved the Listing in a board meeting held on 22 June 2006. The Shares will 
be listed on the SMB list and are expected to trade in round lots (“børspost”) of 200 Shares under the ticker symbol 
“IOX”. It was a condition to the Listing that the Company publishes a listing prospectus approved by Oslo Børs and 
that the Company obtained additional funding in the amount of USD 20 million before Listing. Both of these 
requirements have been met. 

Since 6 October 2005, the Shares have been publicly traded on the Norwegian OTC market under the ticker INOX.  

5.3 Lock-up agreement 

The Manager has entered into lock-up agreements with the Company’s main shareholders Eksportconsult AS and 
Force Capital Partners with respect to all shares held by said companies. Under the lock-up agreement, the main 
shareholders will agree not to offer, sell, contract or otherwise dispose of shares in the Company for a period of 8 
months following the first day of trading of the shares on Oslo Børs, without the prior written consent of the 
Manager. 

5.4 VPS registration

The Company’s Shares are registered in the VPS under the securities number ISIN NO 001 0284318. The registrar is 
DnB NOR Bank ASA.  

5.5 Manager

The Manager of the Listing is Pareto Securities ASA. 

The Manager address is Pareto Securities ASA, P. O. Box 1411Vika, N-0115 Oslo Norway. 

5.6 Expected costs related to the Listing 

Transaction costs and all other directly attributable costs in connection with the Listing will be borne by the 
Company. The total costs related to the Listing are expected to amount to approximately NOK 2 million (exclusive 
of VAT).  
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6 Selected Financial Information

6.1 Consolidated financial statements 

Annual reports including audited historical financial information and audit reports in respect of 2005 may be found 
at the Company’s website www.interoil.no and information published after 23 May 2006 at www.newsweb.no under 
the ticker “IOX”. The financial statements have been audited by InterOil’s statutory auditor, 
PricewaterhouseCoopers AS, see Section 6.2.3 for further information.

The Company’s annual report for 2005 is enclosed as Appendix 2 and the Company’s unaudited condensed 
consolidated interim financial information for the first quarter 2006 is enclosed as Appendix 3.  

6.1.1 Basis for preparation 

The consolidated financial statements of the Group have been prepared in accordance with International Financial 
Reporting Standards (IFRS) as adopted by the European Union and correspond with the interpretation of the 
International Standards Board. The consolidated financial statement is presented in USD and is rounded up to 
thousands (1,000). The consolidated financial statements have been prepared under the historical cost convention, 
except for financial assets at fair value through profit or loss.   

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting 
estimates. It also requires management to exercise its judgment in the process of applying the Group’s accounting 
policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates 
are significant to the consolidated financial statements are disclosed in Note 4 to the consolidated financial 
statements as of 31 December 2005 (see Appendix 2).  

The Group has implemented IFRS 6, Exploration for and Evaluation of Mineral Resources. The standard requires 
the use of successful effort method of accounting which has been implemented by the Group. IFRS 6 also requires 
the Group to disclose certain information which has been implemented in the disclosure to the consolidated financial 
statements.  

On 27 September 2005, InterOil acquired 100% of the shares of Mercantile Peru Oil and Gas S.A, Compania 
Petrolera Rio Bravo S.A, Manitoba Services and Mercantile Colombia Oil and Gas B.V.I. (subsidiaries in Peru and 
Colombia), all oil companies operating in Latin America. The subsidiaries are fully consolidated from the date on 
which control is transferred to the Group.   

The unaudited pro forma income statement shown in chapter 6.2 for the year ended 31 December 2005 illustrates the 
effect of the acquisition as if the acquisition occurred on 1 January 2005. The unaudited pro forma statements and 
thefinancial information were prepared in accordance with IFRS.  

The Group’s activities in Peru and Colombia are the result of the acquisition of assets previously owned by the oil 
exploration company Mercantile International Petroleum Inc. (“MIPI”). MIPI owned the shares of Mercantile Peru 
Oil and Gas S.A, Compania Petrolera Rio Bravo S.A, Manitoba Services and Mercantile Colombia Oil and Gas 
B.V.I. MIPI prepared consolidated financial statements in 2003 and 2004 in accordance with Canadian GAAP, see 
enclosed appendix 5 and 6 to the prospectus.  

The main difference in accounting policies is that MIPI in 2003 and 2004 used full costing while InterOil in 2005 
used successful efforts costing in the annual accounts and proforma income statements in accordance with IFRS. The 
principal difference between full costing and successful efforts costing concerns costs that cannot be directly related 
to the discovery of specific oil reserves. Under full cost those costs are carried forward to future periods as costs of 
oil reserves generally, under successful efforts costing those costs are charged to expense.  

MIPI’s holding costs are included in the 2003 and 2004 financial statements. Finance cost in 2003 and 2004 is based 
on MIPI’s financing of the subsidiaries who is not comparable with InterOils finance costs after the acquisition of 
the companies in 2005. 

The historical financial statements for 2003, 2004 and 2005 are not comparable, and these financial statements 
should be read in conjunction with the accounting policies described in the financial statements for each year.  
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6.1.2 Accounting policies 

The principal accounting policies applied in preparation of these consolidated financial statements are set out below. 
These policies have been consistently applied to the periods presented. 

Consolidation 

Subsidiaries 

Subsidiaries are all entities over which the Group that has the power to govern the financial and operating policies 
generally accompanying a shareholding of more than one half of the voting rights. Subsidiaries are fully 
consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date that 
control ceases. All subsidiaries have been incepted by the parent company. 

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The cost of 
an acquisition is measured as the fair value of the assets given, equity instruments issued and liabilities incurred or 
assumed at the date of exchange, plus costs directly attributable to the acquisition. Identifiable assets acquired and 
liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at 
the acquisition date, irrespective of the extent of any minority interest. Any excess of the cost of acquisition over the 
fair value of the Group’s share of the identifiable net assets acquired is recorded as goodwill if applicable.   

Inter-company transactions, balances and unrealised gains on transactions between group companies are eliminated. 
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset 
transferred. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the 
policies adopted by the Group. 

Consolidated subsidiaries

Consolidated subsidiaries are specified in note 26 to the consolidated financial statements as of 31 December 2005 
(see Appendix II). 

Segment reporting 

A business segment is a group of assets and operations engaged in providing products or services that are subject to 
risks and returns that are different from those of other business segments. A geographical segment is engaged in 
providing products or services within a particular economic environment that is subject to risks and returns that are 
different from those of segments operating in other economic environments.  

Foreign currency translation 

(a) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency of the 
primary economic environment in which the entity operates (‘the functional currency’). The consolidated financial 
statements are presented in USD, which is the functional currency for the parent company and all subsidiaries and 
the presentation currency for the Group.  

b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the 
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and 
from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies 
are recognised in the income statement. 

Exploration and production rights asset 

Oil and natural gas exploration and evaluation expenditures are accounted for using the successful efforts method of 
accounting. Costs are accumulated on a field-by-field basis. Geological and geophysical costs are expensed as 
incurred. Costs directly associated with an exploration well, and exploration and property leasehold acquisition 
costs, are capitalised until the determination of reserves is evaluated. If the commercial discovery has not been 
achieved, these costs are charged to expense.  

Capitalisation is made within property, plant and equipment according to the nature of the expenditure.  

Once commercial reserves are found, exploration and evaluation assets are tested for impairment and transferred to 
development tangible and intangible assets. No depreciation and/or amortisation is charged during the exploration 
and evaluation phase. 
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Development assets 

Expenditure on the construction, installation or completion of infrastructure facilities such as production equipment, 
pipelines and the drilling of commercially proven development wells is capitalised within tangible assets. When 
development is completed on a specific field, it is transferred to production assets. No depreciation and/or 
amortisation is charged during the development phase.  

Oil production assets 

Oil and gas properties are aggregated exploration, production rights assets and development expenditures associated 
with the production of proved reserves. Furthermore, the oil production assets include property leasehold acquisition 
costs directly attributable to production assets. 

Depreciation and amortization 

Oil assets that are purchased are depreciated and amortised using the unit-of-production method based on proved 
reserves. Exploration and development assets transferred to production assets are depreciated and amortised using 
the unit of production method based on proved developed reserves, which are oil mineral reserves estimated to be 
recovered from existing facilities using current operating methods. 

Impairment – production right, exploration and development assets

Production right, exploration and development assets are tested for impairment when reclassified to development 
assets or whenever facts and circumstances indicate impairment. An impairment loss is recognised for the amount by 
which the assets’ carrying amount exceeds their recoverable amount. The recoverable amount is the higher of the 
assets’ fair value less costs to sell and their value in use. For the purposes of assessing impairment, the assets subject 
to testing are grouped with existing cash-generating units (CGUs) of production fields that are located in the same 
geographical region.

Impairment – oil production assets

Oil production assets are reviewed for impairment whenever events or changes in circumstances indicate that the 

carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s 

carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less 

costs to sell and value in use. For the purposes of assessing impairment, the proved oil and gas properties subject to 

testing are grouped with existing cash-generating units (CGUs) of production fields that are located in the same 

geographical region. 

Other property, plant and equipment 

All other property, plant and equipment is stated at historical cost less depreciation. Historical cost include 
expenditures that is directly attributable to the acquisition of the items. Depreciation is calculated using the straight-
line method to allocate their cost to their values over their estimated useful lives. The assets residual values and 
useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.  

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is 
greater than its estimated recoverable amount. 

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which 
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair 
value less costs to sell and value in use. 

Financial assets at fair value through profit or loss 
A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or if 
so designated by management. Changes in fair value of such derivatives are recognised within operating income 
(loss) in the income statement.  

Trade receivables 
Trade receivables are recognised initially at fair value less provision for impairment. A provision for impairment of 
trade receivables is established when there is objective evidence that the Group will not be able to collect all 
amounts due according to the original terms of receivables. 

Inventories
Inventories are valued using the First-In-First-Out principle. Inventory cost includes raw material, freight, and direct 
production expenses together with a portion of indirect expenses. 
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Cash and cash equivalents 
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid 
investments with original maturities of three months or less. All cash and cash equivalents not available to the Group 
at the balance sheet date is classified as restricted as specified in note 17 to the consolidated financial statements as 
of 31 December 2005 (see Appendix 2). 

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of 
tax, from the proceeds. 

Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently 
stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is 
recognised in the income statement over the period of the borrowings using the effective interest method. The fair 
value of the liability portion of a convertible bond is determined using a market interest rate for an equivalent non-
convertible bond. This amount is recorded as a liability on an amortized cost basis until extinguished on conversion 
or maturity of the bonds. The remainder of the proceeds is allocated to the equity element of the financing 
agreement, i.e. the warrants. The equity element is recognized and included in shareholders’ equity, net of income 
tax effects. Borrowings are classified as current liabilities unless the Group has an unconditional right to defer 
settlement of the liability for at least 12 months after the balance sheet date. 

Deferred income tax 
Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax 
bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However, the 
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction 
other than a business combination that at the time of the transaction affects neither accounting, nor taxable profit or 
loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by 
the balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred 
income tax liability is settled. 

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available 
against which the temporary differences can be utilised. 

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and associates, 
except where the timing of the reversal of the temporary difference is controlled by the Group and it is probable that 
the temporary difference will not reverse in the foreseeable future. 

Provisions

General:
A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a 
result of past event and it is more likely than not that an outflow of resources will be required to settle the obligation 
and the amount has been reliably estimated.  

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using 
a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the 
obligation. The increase in the provision due to passage of time is recognised as interest expense. 

Abandonment and decommissioning liabilities:
In accordance with the terms of the license concessions for licenses where the Group has ownership interest, the 
local authorities may instruct the license holders to partly or completely remove the facilities at the end of 
production or when the concession period expires. Upon initial recognition of a liability, the company calculates and 
records the net present value related to future abandonment and decommissioning. The same amount is capitalised as 
part of the cost price of the asset and depreciated using the unit of production method. The change in the time value 
of the liability related to the abandonment and decommissioning is charged to expense as other expenses and 
increases the future liability related to the abandonment and decommissioning. Any change in the estimate related to 
expenditures associated with abandonment and decommissioning liabilities are accounted for prospectively 
(remaining production) based on the unit of production method. 

Revenue recognition 
Sales revenue related to sale of oil is recognised when the ownership rights are transferred to the customer at the 
time of delivery based on contractual terms in the sales agreements. Royalty payments are excluded from total sales 
reported by the Group.  
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Leases
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as 
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged 
to the income statement on a straight-line basis over the period of the lease.  

Earnings per share 
Basic earnings per share are calculated by dividing the net profit for the period attributable to ordinary shareholders 
by the weighted average number of ordinary shares outstanding during the period.  

For the purpose of calculating diluted earnings per share, the net profit attributable to ordinary shareholders and the 
weighted average number of shares outstanding are adjusted for the effects of all dilutive potential ordinary shares 
from exercise of stock options. Stock options are deemed to have been converted into ordinary shares on the date 
when the options were granted. When net profit is negative, the dilutive instruments described above will have an 
anti dilutive effect when calculating dilutive earnings per share. 

6.1.3 Consolidated income statements

Amounts in USD 1 000 unless otherwise stated  For the three 
months period 

ended 31 March 
2006  

For the period 
from 2 May 2005 
(inception) to 31 
December 2005 

(Unaudited) 

Sales 8,641 7,991 

Cost of goods sold -3,438 -3,240 

Gross profit 5,203 4,751 

    

Tariffs and transportation  -133 -204 

Exploration cost expensed 123 -783 

Administrative expense  -1,905 -1,501 

Other income  105 181 

Other operating expenses  -8 -143 

Profit from operating activities 3,385 2,301 

    

Finance costs – net   -1,340 -1,522 

    

Profit before income tax 2,045 780 

Income tax expense   -1,438 -503 

    

Net profit 607 276 

   

Earnings per share for profit attributable to the 
equity holders of the Company during the period 
(expressed in USD per share) 

   

– basic   0.03 0.04 

– diluted  0.03 0.04 
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6.1.4 Consolidated balance sheet

Amounts in USD 1 000  As of 31 March  As of 31 December  

  2006 2005 

  (Unaudited)  

ASSETS    

Non-current assets    

Property, plant and equipment  100,799 97,911 

Deferred income tax assets  689 689 

Total non-current assets  101,489 98,600 

    

Current assets    

Inventories  617 493 

Trade and other receivables  4,709 6,428 

Financial assets at fair value of profit or loss 8,016 10,901 

Cash and cash equivalents   7,189 8,437 

Total current assets  20,531 26,259 

TOTAL ASSETS  122,021 124,859 

   

EQUITY    

Share capital and share premium   43,574 43,574 

Other reserves  3,096 3,096 

Retained earnings  883 276 

Total equity  47,553 46,946 

    

LIABILITIES    

Non-current liabilities    

Interest-bearing loan  35,507 35,135 

Deferred income tax liabilities  21,445 21,042 

Provisions for other liabilities and charges  954 929 

Total non-current liabilities  57,906 57,105 

    

Current liabilities    

Trade and other payables  8,993 12,902 

Income tax liabilities   1,405  1,166 

Subordinated loan, related parties  6,000 6,000 

Current interest-bearing liabilities  64 639 

Provisions for other liabilities and charges  100 100 

Total current liabilities  16,562 20,807 

Total liabilities  74,468 77,913 

   

TOTAL EQUITY AND LIABILITIES  122,021 124,859 
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6.1.5 Consolidated cash-flow statement  

Amounts in USD 1 000  For the three 
months period 

ended 31 March 

For the period from 
2 May 2005 

(inception) to 31 

  (Unaudited)

Cash generated from operations  

Profit for the period   607 276

Income tax expense  1,438 503

Depreciation and amortization  2,341 1,800 

Interest received from financial assets at fair value through profit or loss  -105 -181

Amortization of debt issuance cost and equity component   260 260

Interest expense   1,206 1,206

Changes in assets & liabilities   

Inventories  -124 63

Trade and other receivables  1,719 613

Trade and other payables  -846 2,702

Other provision for other liabilities  25 147

Interest paid  -1,269 -230

Taxes paid  -796 -799

Net cash generated from operating activities  4,455 6,360

Cash flows from investing activities  

Acquisition of subsidiaries, net of cash acquired and selling credit   - -65,580

Purchases of property, plant and equipment (PPE)  -5,230 -3,604

Other financial assets at fair value through profit or loss   2,989 -10,720

Net cash used in investing activities  -2,240 -79,904

Cash flows from financing activities  

Proceeds from issuance of ordinary shares (excluding tax effect)  - 42,996

Proceeds from issuance of interest-bearing loan inclusive equity 112 39,175

Repayment of interest bearing debt  -575 -190

Repayment of selling credit   -3,000

Net cash used in financing activities  -3,463 81,981

Net increase in cash and cash equivalents   -1,248 8,437

Cash and cash equivalents at beginning of the period  8,437 0

Cash and cash equivalents at end of the period  7,189 8,437
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6.1.6 Financial key figures

For the three 
months period 

ended 31 March 
2006 

For the period 
from May 2 

(inception) to 31 
December 2005 

All amounts in USD    

Dividends per share (USD)  - - 

Book equity per share (end of period) (USD)  2.24 2.21 

Earnings per share (weighted average) (USD)  0.03 0.04 

Equity ratio (%) end of period  39.0% 37.6% 

Net operating margin before depreciation  66.3% 51.3% 

Return on equity  1.3% 0.6% 

Number of employees  134 130 

6.1.7 Consolidated interim statement of changes in equity 

The table below shows the consolidated interim statement of changes in equity for the period from 2 May 2005 
(inception) to 31 March 2006. 

Amounts in USD 1 000 Share 
capital

and share 
premium

Other 
reserves

Retained 
earnings

Total equity

Inception on 2 May 2005 16 - - 16

Issue of share capital, net of share issuance cost 15
September 2005 63 - - 63
Issue of share capital, net of share issuance cost 30
September 2005, net of tax 43 495 - - 43 495

Equity component interest bearing debt, net of tax - 3 096 - -

Net profit for the period - - 276 276

Balance at 31 December 2005 43 574 3 096 276 46 946

Net profit for the period (unaudited) - - 607 607

Balance at 31 March 2006 (unaudited) 43 574 3 172 883 47 553

6.2 Pro forma financial statements 

6.2.1 Basis for preparation 

On 27 September 2005, InterOil acquired 100% of the shares of Mercantile Peru Oil and Gas S.A, Compania 
Petrolera Rio Bravo S.A, Manitoba Services and Mercantile Colombia Oil and Gas B.V.I. (subsidiaries in Peru and 
Colombia), all oil companies operating in Latin America. The following unaudited pro forma income statement data 
for the year ended 31 December 2005 illustrates the effect of the acquisition as though the acquisition had occurred 
on 1 January 2005.  

The unaudited pro forma combined financial information was prepared in accordance with IFRS. The information 
and table presented below should be read in conjunction with the audited consolidated financial statements of the 
Company as included elsewhere in this prospectus. The unaudited pro forma financial information has been prepared 
on the basis of assumptions and adjustments explained below. The pro forma information does not necessarily show 
the results that would have actually been obtained if the acquisition had been executed on 1 January 2005 and has 
been prepared for illustrative purposes only. Because of its nature, the pro forma financial information addresses a 
hypothetical situation and, therefore, does not represent the company's actual financial position or results.  
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The pro forma financial information below has been prepared on the basis of the following assumptions:  

• Mercantile Peru Oil and Gas S.A, Compania Petrolera Rio Bravo S.A, Manitoba Services and Mercantile 
Colombia Oil and Gas B.V.I. were acquired on 27 September 2005, but have been included in the pro 
forma financial information as though the acquisition had occurred on 1 January 2005.  

• The cost price for the acquisition was USD 77 490. For the purpose of presenting the pro forma financial 
information, the same cost price has been used as of 1 January 2005 which means that the fair value of the 
companies described above have been kept constant throughout the pro forma period.  

• Excess value for the acquired business has been fully allocated to property, plant and equipment as of 1 
January 2005 which is consistent with the allocation made on 27 September 2005.  

• The column named Subsidiaries in Peru and Colombia as presented in the table below for the pro forma 

period from 1 January 2005 to the acquisition date is based on the acquired companies historical financial 

information conformed into the Company’s IFRS accounting policies including the use of successful efforts 

method.  

• For the companies included in the InterOil consolidated financial statements as of 31 December 2005 other 

than the Subsidiaries in Peru and Colombia, pro forma consolidated income statement data have been based 

on historical transactions only, i.e. no adjustments have been made.  

The following table shows the adjustments that have been made to the income statement data for the year ended 31 

December 2005 to prepare the pro forma income statements data included elsewhere in this prospectus.  

6.2.2 Income Statement Data 

 Consolidated income 
statement for the 

period from 2 May 
(inception) to 31 
December 2005 

Subsidiaries in 
Peru and Colombia 

for the pro forma 
period from 1 

January to the 
acquisition date 

Pro forma 
Adjustments 

Pro forma 
consolidated 

income
statement data 

Amounts in USD 1,000 (Audited) (Audited) (Unaudited) (Unaudited) 

     

Sales 7,991 21,271 - 29,262 

Cost of goods sold -3,240 -6,381 (i)  -2,802 -12,423 

Gross profit 4,751 14,890 -2,802 16,839 

     

Tariffs and transportation -204 -650 - -854 

Exploration cost expensed -783 -248 - -1,031 

Administrative expense -1,501 -1,396 - -2,897 

Other income  181 10 - 191 

Other operating expenses -143 -378 - -521 

Profit from operating activities 2,301 12,228 -2,802 11,727 

     

Finance costs – net - 1,522 -212    (ii)  -3,584 -5,318 

     

Profit before income tax 780 12,016 -6,386 6,409 

Income tax expense -503 -3,599 (iii)   908 -3,194 

     

Net profit 276 8,417 -5,478 3,215 

The pro forma financial information below has been prepared on the basis of the following adjustments:  

(i) InterOil is using the unit-of-production method to calculate depreciation and amortization. In order to 

calculate depreciation and amortization during the pro forma period, production volumes in the pro 

forma period have been added to proven reserves for the individual fields at the beginning of the pro 

forma period. Deprecation and amortization for oil related assets have been calculated based on actual 
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production during the year ended 2005. Depreciation and amortization is based on the allocated excess 

value for the purchase allocation only. Please see assumptions described above for further information. 

(ii) Finance costs have been calculated assuming that the TCW Loan (referred to in Section 6.7.1 below) 

incurred to finance the acquisition, had been issued on 1 January 2005. It has also been assumed that 

the effective interest rate on the TCW Loan for the year ending 2005 is the same as for the period 

presented in the consolidated financial statements.  

(iii) Tax effects on pro forma adjustments have been calculated using the nominal tax rates in the applicable 

countries. The company has not made any deferred tax adjustments regarding the financial expense 

adjustments described above since it has been assumed that the finance expense would result in tax 

losses carry forwards that would not qualify for being capitalised as deferred tax assets.

6.2.3 Auditors statement 

The following statement has been received from the Company’s auditor, PricewaterhouseCoopers AS: 

“We have examined the pro forma adjustments reflecting the transaction described in chapter 6.2 in the prospectus 
and the application of these adjustments to the historical financial information in preparation of unaudited pro 

forma consolidated income statement data for the year ended 31 December 2005.  

The unaudited pro forma consolidated income statement data for the year ended 31 December 2005 is prepared on 
the basis of audited consolidated financial statements for InterOil Exploration and Production ASA and 

subsidiaries. It is our responsibility to provide the opinion required by the Norwegian Securities Trading Act and 

accompanying regulation. We are not responsible for expressing any other opinion on the pro forma consolidated 
income statement date or on any of its constituent elements. 

We conducted our examination in accordance with the Norwegian Auditing standard RS 800 “The Auditor’s report 

on special purpose audit engagements”. Our work consisted primarily of comparing the unadjusted financial 
information with the source documents, obtaining evidence supporting the adjustments and discussing the pro forma 

financial information with the management of the Company. We believe that our examination provides a reasonable 

basis for our opinion.  

The objective of the pro forma financial information is to present what the most significant effects on the historical 

financial information might have been, had the transaction occurred at an earlier date. However, the pro forma 

financial information is not necessarily indicative of the financial position and the result of the operations that 
would have been attained, had the above mentioned transaction actually occurred earlier. The pro forma financial 

information is not intended to provide, nor does it provide, all information and additional information required to 
express InterOil Exploration and Production ASA’s consolidated financial position and result in compliance with 

International Financial Reporting Standards (IFRS) as adopted by EU.  

Based on our examination, in our opinion the unaudited pro forma financial information has been properly
compiled on the basis stated and that basis is consistent with the accounting policies of the issuer. 

Oslo, 26 May 2006  

PricewaterhouseCoopers AS 

Fredrik Melle 

State Authorised Public Accountant (Norway)” 
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6.3 Segment Information 

The groups only business segment to date has been the production and sale of oil. The Group’s oil activity today is 
based in Colombia and Peru. In Norway and Switzerland it has been some holding activities, and the Group has 
expansion plan in West Africa. 

6.3.1 Income statement information 

For the three months ended 31 March 2006 (Unaudited) 

Amounts in USD 1 000 Colombia Peru
Total 

report. 
segm.

Unalloc./ 
elimin. Group 

     

    

Sales  3,235 5,406 8,641 -  8,641 

Cost of goods sold -1,450 -1,988 -3,438 -  -3,438 

Gross profit 1,785 3,418 5,203 - 5,203 

          

Tariffs and transportation  -133 - -133 -  -133 

Exploration cost expensed  123 - 123 -  123 

Administrative expense  -150 -400 -550 -1,355 -1,905 

Other income  - - - 105 105 

Other operating expenses   -8 -8 - -8

Profit from operating 

activities  1,624 3,010 4,635 - 1,250 3,385 

Finance costs – net  -33 21 -12 -1,328 -1,340 

Profit before income tax 1,591 3,031 4,623 -2,578 2,045 

Income tax expense  -595 -874 -1,469 31 -1,438 

Net profit 997 2,157 3,154 -2,547 607 

For the period from 2 May 2005 (inception) to 31 December 2005 

Amounts in USD 1 000 Colombia Peru
Total 

report. 
Segm.

Unalloc./ 
elimin. Group 

     

    

Sales  3,346 4,645 7,991 -  7,991 

Cost of goods sold -1,505 -1,735 -3,240 -  -3,240 

Gross profit 1,841 2,910 4,751 - 4,751 

          

Tariffs and transportation  -204 - -204 -  -204 

Exploration cost expensed  -783 - -783 -  -783 

Administrative expense  -155 -469 -625 -876  -1,501 

Other income  - - - 181 181 

Other operating expenses  -15 -28 -43 -100  -143 

Profit from operating 

activities  684 2,412 3,096 -795 2,301 

Finance costs – net  -55 18 -37 -1,485  -1,522 

Profit before income tax 629 2,431 3,060 -2,280  780 

Income tax expense  -262 -817 -1,079 575 -503 

Net profit 367 1,614 1,981 -1,705 276 
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6.3.2 Balance sheet information 

As of 31 December 2005 

Colombia Peru
Total 

report. 
segm.

Unalloc./ 
elimin. Group 

Property, plant and equipment  34,779 63,072 97,851 60 97,911 

Other assets   3,923 9,214 13,137 13,811 26,948 

Total segment assets 38,702 72,285 110,988 13,871 124,859 

      

Total segment liabilities 11,517 19,989 31,506 46,407 77,913 

6.3.3 Other segment information (Unaudited) 

Production and sales for the three months ended 31 March 2006  

Colombia Peru Total

Sale in barrels – net    
Sale of oil, barrels 61,000 91,129 152,129 

Total sale in barrels – net 61,000 91,129 152,129 

   
Production in barrels – net    
Working interest, barrels 81,373 164,048 245,421 
Royalty 12,265 72,919 85,184 

Total production in barrels – net of royalty 69,108 91,129 160,237 

Production and sales for the period from 1 October 2005 to 31 December 2005 

Colombia Peru Total

Sale in barrels – net    
Sale of oil, barrels 69,000 85,684 154,684 

Total sale in barrels – net 69,000 85,684 154,684 

   
Production in barrels – net    
Working interest, barrels 71,955 149,412 221,367 
Royalty 13,390 63,728 77,118 

Total production in barrels – net of royalty 58,565 85,684 144,249 

6.4 Capital resources 

Since its incorporation, the Company has raised approximately USD 87 million before share and debt issuance cost 
through issuing new Shares and incurring the TCW Loan referred to below, and these funds have financed the 
Company's commitments and liabilities.  

As of 31 March 2006, the Company had cash, cash equivalents and marketable securities of NOK 15.2 million.  

The Company believes that its current capital resources together with the proceeds from the Bond Issue, will be 
sufficient to fulfil commitments referred to under the section 6.5 “Investments” and 6.8 “Property, Plants and 
Equipment”. The adequacy of available funds will depend on many factors, including the further growth of the 
business, capital expenditures, market development, competition and potential acquisitions. Accordingly, the 
Company may require additional funds and seek to raise such funds through issuing new equity or debt.  

6.5 Investments

On 27 September 2005, the Group acquired 100% of the shares capital of Mercantile Peru Oil and Gas S.A, 

Compania Petrolera Rio Bravo S.A, Manitoba Services and Mercantile Colombia Oil and Gas B.V.I. all oil 

companies operating in Latin America. The consideration for all outstanding shares, including direct acquisition 

costs, amounted to USD 77.5 million. 



28

Capitalized expenditures in 2005 after the acquisition of subsidiaries amounted to USD 3.6 million and capitalised 

expenditures in the first quarter of 2006 were 5.2 million.  

6.6 Related party transactions 

Eksportconsult AS has a management agreement with InterOil relating to the business development in the Company. 
Eksportconsult AS is paid USD 20,000 (excl. VAT) per month for these services which primarily include to seek out 
new business opportunities for the Company worldwide. Eksportconsult AS is required to work at least 20 man-days 
per month. Eksportconsult AS is owned by the Chairman of the Board of Directors, Mårten Rød, and his immediate 
relatives. The management agreement between Eksportconsult AS and the Company has been approved by the 
Company’s Board of Directors. The agreement may be terminated by either party with three months prior notice. 

Caberian Investment Limited has previously had a management agreement with InterOil relating to business 
development in the Company. Caberian Investment Limited was paid USD 10,000 (excl. VAT) per month for the 
services of Gian Angelo Perrucci which primarily included development of the Company’s activities in Africa, of 
which Mr. Perrucci has important knowledge and experience. The management agreement between Caberian 
Investment Limited and the Company is per this date terminated. 

The Company is of the opinion that the management agreement described above is relatively common 
internationally, and the fees paid are at the low end of the international consultancy market. The Company’s fees for 
consultants used in the international market are today between USD 1,500 – 2,500 per day, depending on experience. 
InterOil is paying Eksportconsult USD 1,000 per day as defined in the contract described above. 

The Company has previously been party to a management agreement with Force Capital Partners AS under which 
the services of Nils Trulsvik as CEO were provided to the Company. 

InterOil has purchased office furniture and equipment from Eksportconsult AS.  

The above agreements have been concluded at estimated market terms. 

The Company is not party to any other transactions with any related party as defined in the Stock Exchange 
Regulation § 2-3 other than internal agreements with subsidiaries entered into in the ordinary course of business and 
on an arm’s length basis. 

Please see note 5 to the consolidated financial statements as of 31 December 2005 for further information (Appendix 
2).  

6.7 Debt obligations 

6.7.1 TCW Loan – USD 42 million 

In September of 2005 the Company borrowed an interest-bearing loan in the original principal amount of USD 42 
million from certain investment funds managed by TCW Asset Management Company (“TCW”). The Company is 
in the process of assigning this loan (the “TCW Loan”) to its wholly-owned subsidiary, InterOil Exploration and 
Production Latin America AS (“InterOil Latin America”) meaning that the rights and obligations, including the 
covenants, will be applicable to InterOil Latin America and its subsidiaries. The TCW Loan has been fully drawn, 
and has a final maturity date occurring in October, 2012. The TCW Loan bears interest at a fixed interest rate of 9%, 
or 11% if the loan is in default. Interest and principal are payable quarterly on the TCW Loan, but principal 
payments do not begin until October, 2008. Principal payments must be made in an amount equal to the greater of a 
minimum scheduled amount and an amount derived from a formula, based on available net cash flow after the 
payment of operating expenses and debt service. In some cases, all available net cash flow is dedicated for 
application to the loan’s principal repayment. The TCW Loan may be prepaid at any time upon advance notice, so 
long as such prepayment is accompanied by a specified prepayment fee. The TCW Loan is secured by a pledge by 
the Company of all stock owned by the Company in InterOil Latin America, as well as the stock and assets of certain 
other direct and indirect subsidiaries of InterOil Latin America, including a pledge of all cash flow earned in the 
operations of InterOil Latin America and its direct and indirect subsidiaries. The agreements documenting the TCW 
Loan contain a series of affirmative and negative covenants, representations and warranties, customary for loans of 
this type. The key financial covenants are: 

The collateral coverage ratio shall be at least 150%, calculated as the quotient of the net present value of the 
future net revenues expected to accrue to the interests of the expected production from the specified 
operations during the remaining expected lives of such operations plus positive working capital and cash 
reserves over the sum of the outstanding obligations under the notes plus any past due payments owing for 
thirty days or more under the TCW Loan plus the absolute value of the working capital (if negative). 



29

The Company shall maintain a current ration of at least 1.0:1.0, based on current assets to current liabilities 
determined on a consolidated basis under GAAP. 

Restrictions on incurring or making payments of debt, unless approved by TCW. 

No mergers or creation of subsidiaries unless approved by TCW. 

Requirements with respect to working capital balance, at least USD 8,000,000. 

Limitations to the issuance of capital stock. The Company is not allowed to issue any voting or non-voting 
shares to any party unless approved by TCW, and if such approval has been granted the issued shares shall be 
pledged to the collateral agent. We have been informed that this covenant has been waived. 

If the covenants are not performed or maintained as true and correct, this may lead to a default and the right of the 
TCW Loan lenders to foreclose on the pledged assets, thereby denying the Company access to the cash flow it would 
otherwise receive from the operations of InterOil Latin America and its direct and indirect subsidiaries. There are 
other events of default specified in the TCW Loan documents, as well. Following the assignment of the TCW Loan, 
the covenants in the TCW Loan documents will apply principally to InterOil Latin America and its subsidiaries and 
not the Company. 

In order to induce the TCW Loan lenders to advance the TCW Loan to the Company, the Company granted the 
TCW Lenders an assignable Overriding Royalty Interest (the “TCW Royalty”) in respect of its operations, which 
only becomes effective if the Company does not undertake an IPO by a prescribed date. The TCW Loan lenders 
have also been granted warrants (together, the “TCW Warrant”), entitling them to purchase stock in the Company. 
These subscription rights are further described in section 10.3. 

6.7.2 Maxi Assets Inc. – USD 6 million 

The Company has a subordinated interest bearing debt amounting to USD 6 million to Maxi Assets Inc. (Panama) 
relating to the acquisition of the assets in Peru and Colombia. The interest rate is Libor + 2%. The loan agreement 
does not include any covenants. 

6.7.3 Senior Unsecured Bond Loan – USD 20 million 

On 11 July 2006 the Company issued a senior unsecured bond loan with a total loan amount of USD 20 million. The 
bond loan has term of 5 years and will expire on 11 July 2011. The coupon is a fixed rate of 9.00 per cent per annum 
on the basis of a 360 day year consisting of 12 months of 30 days, with interest in respect of any part of an 
uncompleted such month being determined on the basis of a 30 day month less the remaining number of calendar 
days in the month.  

The Bonds have a nominal value of USD 1,000. 

The Bonds rank at least pari passu with all other senior obligations of the Issuer other than obligations which are 
mandatory preferred by law. The Bonds shall rank ahead of subordinated capital. The Bonds are not be secured by 
any mortgage, pledge or other security. 

6.8 Property, plants and equipment 

Production 
rights 
assets

Exploration 
assets

Develop. 
Assets

Oil
production 

assets

Other Total 

      
Period ended 31 December 2005      
Opening net book amount - - - - - - 
Acquisitions of subsidiaries 2,607   91,917 1,582 96,107 
Additions  2 770 1,541  76 4,311 
Transfers  -1 987  1,987  0 
Exploration cost expensed   -783    -783 
Depreciation charge    -1,773 -27 -1,800 

Closing net book amount 2,607 0 1,541 92,131 1,631 97,911 

      
At 31 December 2005       
Cost or valuation 2,607 0 1,541 93,904 1,658 99,711 
Accumulated depreciation - - - -1,773 -27 -1,800 

Net book amount 2,607 0 1,541 92,131 1,631 97,911 
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The following assets have been pledged for the benefit of the lenders of the TCW Loan as security for the TCW 
Loan, the TCW Warrant and the TCW Royalty (see note 20 to the 2005 consolidated financial statements):

• All the stock of InterOil Latin America AS owned by the Company 

• Certain bank accounts and money market funds owned by InterOil Latin America, into which the cash proceeds 
of its operations are deposited (and which cash proceeds are also pledged for the benefit of the lenders of the 
TCW Loan). 

• All shares of stock owned by InterOil Latin in each of its operating subsidiaries undertaking oil and gas 
exploration and production in Peru and Colombia  

• Certain assets owned by the operating subsidiaries of InterOil Latin America.  

• The Maxi Assets loan and the Senior Unsecured Bonds, both referred to above, are each unsecured. 

6.9 Significant change in the Company’s financial or trading position

The Company is not aware of any significant changes in the financial or trading position of the InterOil Group which 
have occurred since the end of 31.12.2005.  

6.10 Statutory Auditor 

The Company’s auditor is PricewaterhouseCoopers AS (“PwC”), org. no. 987 009 713, with its address Karenslyst 
Allè 12, 0278 Oslo, Norway. PwC has been the company’s auditor since November 2005. PwC is a member of The 
Norwegian Institute of Public Accountants. PwC has audited the financial statements presented in this Prospectus.  

The Company has not received any comments or remarks in the auditor’s statements for these years. PwC is also 
auditor for the Company’s subsidiaries in Peru and Colombia.  

The Company was incorporated as a shelf company in May 2005, with BDO Revico Sandvika DA, Hamangskogen 
60, 1338 Sandvika, Norway, org. no. 984 098 243, as its auditor. BDO Revico Sandvika DA was later replaced by 
Kjelstrup & Wiggen AS, Drammensveien 6, 0255 Oslo, org. no. 983 953 328. None of them has audited any of the 
financial statements presented in this Prospectus. 
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7 Description of InterOil 

7.1 Overview 

InterOil is an upstream oil exploration and production company focused on South America and Africa. The 
Company currently has oil exploration activities in Peru and Colombia and is in the process of establishing 
operations in West Africa. Please refer to Section 7.4.3 below for further details. 

The Company was established on 2 May 2005 as a Norwegian Private Limited Company (“AS”). It was transformed 
to a Norwegian Public Limited Company (“ASA”) on 14 November 2005. The Company is registered in the 
Register of Business Enterprises with org. no: 988 247 006. The Company’s registered office is Strandveien 50, 
1366 Lysaker, tel: (+47) 6751 86 50.   

The Company’s shares are currently not listed on any stock exchange, but the shares are registered on the OTC-list 
managed by the Norwegian Securities Dealers Association under the ticker “INOX”.   

7.2 History

The Company’s activities in Peru and Colombia are the result of the acquisition of several companies purchased 
from the oil and gas company Mercantile International Petroleum Inc. (“MIPI”). MIPI was listed in Canada in the 
mid 90-ies, but experienced financial difficulties in 2001/2002 and started a process for sale of its oil exploration 
activities in Peru and Colombia in late 2004. Negotiations for the acquisition of MIPI’s operating companies in Peru 
and Colombia started in September 2004, and were made effective on 27 September 2005. On the 9 of June 2005 
InterOil entered into a Sales and Purchase Agreement with MIPI. 

InterOil raised a total of USD 87 million dollars through a USD 45 million equity issue and the TCW Loan (in the 
amount of USD 42 million prior to the acquisition of the assets on 27 September 2005. Net proceeds from these 
transactions after share issuance costs and debt issuance costs were USD 83 million. 

During 2006, the oil production from the Company’s subsidiaries has increased substantially from approximately 
2,400 bbl/d to approximately 3,400 bbl/d as per mid-April 2006. The assets in Peru produce approximately 2,400 
bbl/d, while the Colombian assets produce approximately 1,000 bbl/d.  

7.3 The Company’s strategy and objectives 

The vision of InterOil is to develop the Company as an exploration and production oil & gas company in the energy 
sector in West Africa and South America through. 

• Developing InterOil as an exploration and production oil & gas company active primarily in West Africa 
and South America. 

• Purchasing one or more junior oil & gas producers  

• Developing organically the assets within its current and future subsidiaries  

• Acquiring one or more producing assets 

• Participating in offshore and onshore exploration with the ultimate goal of achieving a balance of the 
Company’s portfolio among exploration, appraisal, developing and producing assets.  
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7.4 Corporate structure 

InterOil currently owns operating companies in Peru and Colombia, indirectly held through InterOil Exploration & 
Production Latin America, a 100% owned subsidiary of the Company. As set out below, the Company has also 
established a 100 % owned subsidiary, InterOil Exploration & Production Africa AS, which will be the holding 
company of its activities in Africa. 

Interoil Exploration & 

Production ASA

(Norway)

Interoil E&P 

Latin America AS

(Norway)

Interoil E&P 

Africa AS

(Norway)

Interoil

Exploration SA

(Switzerland)

Mercantile Peru Oil & 

Gas S.A. (Peru)

Mercantile Columbia Oil & 

Gas Inc. (Columbia)

Manitoba Services 

S.A (Peru)

Compañía Petrolera Rio 

Bravo S.A (Peru)

Interoil Columbia Oil & 

Gas Inc. 

(Columbia branch office)

Interoil Exploration and 

Production Colombia AS

(Norway)

7.5 Company’s business and activities

The Company’s current activities are located in Peru and Colombia. In addition the Company is currently in the 
process of establishing operations in West Africa.  

7.5.1 Peru

In Peru InterOil’s activities and assets are comprised of three companies and three main producing areas, of which 
assets are located in the Talara basin. InterOil’s net production from these assets before royalties at the end of April 
2006, was approx. 2,400 bbl/d, which is an increase of approx. 800 bbl/d since the beginning of the year. Additional 
investments will be done in 2006 in order to further increase the production. The effect of the investments so far this 
year has been very successful. Below is a short description of the operating companies: 

Mercantile Peru Oil & Gas S.A. – License holder of Block III

InterOil has a working interest in Block III of 100%. Block III covers an area of 356 km2 and production from the 
block started as early as 1916. MIPI started operating the block in 1995. The gross daily production as of end April 
2006 is approx. 900 bbl/d, while the peak production of approx. 4,800 bbl/d was obtained in 1964. As of today 
approx. 455 wells have been drilled on the block, of which 3 has been drilled after InterOil acquired MIPI. Current 
production is from 186 wells. Several new wells will be drilled in 2006.  

Compania Petrolera Rio Bravo S.A. – License holder of Block IV

InterOil’s working interest in Block IV is 100%. Block IV covers an area of 307 km2 and production from the block 
started in 1951. MIPI started operating the block in 1997. The gross daily production today is as of end April 2006
approx. 1,400 bbl/d, while the peak production of approx. 5,000 bbl/d was obtained in 1960. As of today approx. 358 
wells have been drilled on the block, of which 4 has been drilled after InterOil acquired Compania Petrolera Rio 
Bravo S.A. Current production is from 203 wells. Several new wells will be drilled in 2006.  

Manitoba Services S.A. – Service company

Manitoba Services SA is a service company, located in Talara, which provides well services to each of the other 
production companies. 

The current number of total employees in the three Peruvian companies is 86. 
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Reserves

According to Gaffney, Cline & Associates, InterOil’s net proven oil reserves in Peru as of 31 March 2006 was 10.7 
million bbls and 6.0 million bbls net of royalties, while InterOil’s net proven + probable oil reserves in Peru as of 31 
March 2006 were 13.1 million bbls and 7.4 million bbls net of royalties. 

7.5.2 Colombia

In Colombia, InterOil’s activities and assets are held by a Colombian branch of a BVI registered company, 
Mercantile Colombia Oil and Gas Inc. Mercantile Colombia Oil and Gas Inc. has seven contract areas which cover a 
total area of 258 km2. All contract areas are located in the Rio Magdalena basin. The Company is operator for all 
contract areas with the Colombian State owned oil company Ecopetrol as partner. Ecopetrol has the right to a 30%-
50% equity interest in all areas, and has exercised this in all contracts except one. Mercantile Colombia has a staff of 
approximately 42 and has a head office in Bogota.  

InterOil’s net production from all areas before royalties is as of end April approx.1,000 bbl/d, which is an increase of 
approx. 250 bbl/d since the beginning of the year. InterOil will invest a total of US$ 8 million in Colombia in 2006 
in order to increase the production, but so far the effect of these investments has not been as successful as in Peru.  

Toqui-Toqui field (located within Puli C Block)

The Toqui-Toqui field is the main producing asset with a gross daily production of approx. 1,100 bbl/d. The field 
started production in 1987. As of today 36 wells have been drilled on the field, of which three has been drilled after 
InterOil acquired MIPI. 80 km2 of 3D seismic covering most of the Puli C Block will be acquired this summer and 
will cover part of Ambrosia, Rio Opia and Mana Block. InterOil’s working interest in Toqui-Toqui is 50%. 

Rio Opia contract (located within Puli C Block)

The gross daily production from the Rio Opia contract is approximately 60 bbl/d. The first successful well in the 
area was drilled in the spring of 2004. The production development has been disappointing and no further wells will 
be drilled until the new 3D seismic has been interpreted. InterOil’s working interest in the Rio Opia contract is 70%. 

Ambrosia contract (located within Puli C Block)

The gross daily production from the Ambrosia contract is approx. 150 bbl/d. Five successful wells were drilled in the 
area in 2003/2004. The production development has been disappointing and no further wells will be drilled until the 
new 3D seismic has been interpreted. InterOil’s working interest in the Ambrosia contract is 70%. 

Mana contract (located within Puli C Block)

One well was drilled early 2004 and was defined as a discovery. However, the ability to produce from the reservoir 
has proven difficult. The well is today not on production. One dry exploration well was drilled in the Mana contract 
area in 2005. No further wells will be drilled until the new 3D seismic has been interpreted. InterOil’s working 
interest in the Mana contract is 70%. 

Armero contract

The gross daily production from the Armero contract is approx. 100 bbl/d. Seven successful wells were drilled in the 
area in the period 1987-1991. The production from these wells, however, did not start until 1999 due to lack of 
infrastructure. The production development has been disappointing and no further wells will be drilled until new 
geological and geophysical work has been conducted. InterOil’s working interest in the Armero Rio contract is 50%. 

Paraiso contract

No wells have so far been drilled in the Paraiso contract area. The first exploration well is planned for fall 2006, but 
might be postponed until 2007. InterOil’s working interest in the Paraiso contract is 100%. 

Puli B Block

The gross daily production from the Puli B Block is approx. 260 bbl/d. One successful well was drilled on the block 
in 1992, while a new well has been drilled recently. The production from the first well, however, did not start until 
1998 due to lack of infrastructure. The last well is very promising and new wells will probably be drilled during 
2006. InterOil’s working interest in the Puli B Block is 50%. Pacific Stratus Energy, a Canadian Company has a 
50% interest in future next wells, as well as well no. 7, drilled in 2006, which they also operated. 

New areas

One new evaluation contract was awarded in 2005. The area is in northern Colombia, Lower Magdalena Valley. 
Geological and geophysical work is ongoing with an aim of either making a formal bid for the block or 
relinquishing. InterOil’s working interests in the new areas are 100%.  
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Reserves

According to Gaffney, Cline & Associates, InterOil’s net proven oil reserves in Colombia as of 31 March 2006 were 
3.4 million bbls and 2.8 million bbls net of royalty, while InterOil’s net proven + probable oil reserves in Colombia 
as of 31 March 2006 were 5.3 million bbls and 4.4 million bbls net of royalties.  

7.5.3 West Africa 

In addition to the Company’s activities in Peru and Colombia, the Company is currently in the process of 
establishing operations in West Africa.  

Angola

InterOil was offered to participate in exploration licenses for two blocks offshore Angola on 9 May 2006. This offer 
was a result of a license round presented by the government of Angola in January 2006. InterOil made an application 
for these blocks, and in competition with the general oil and gas industry, successfully was offered to participate in 
the following blocks: 

Block 5: 
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Block 5 has an area of 5708km². InterOil’s proposed participation is 40% with Vaalco Energy Inc (Operator) and 
Sonangol (the state owned oil company in Angola) as partners. Below is an overview of the main terms of the 
licence for block 5: 

InterOil’s participating interest 40% 

Signature bonus (for 100% of the block)
2

• US$ 21 million (non-recoverable) 

• US$ 4 million as contribution for social projects (non recoverable) 

Initial Exploration Period: • Term: 4 years (Effective Date pending amendments to PSA & 
Concession Decree) 

• Work Commitments: 
o 1,000 Km2 3D seismic 
o 2 Exploration Wells 

Second Exploration Period: • Term: 3 year 

• Work Commitments: 
o 2 Exploration Wells 
o 600km² 3D seismic 

Production period: 20 years with possible extension 

Contract type: PSA • Partners 
o Vaalco Energy Inc (Operator, 40%). 
o Sonangol P&P (20%) 

• Maximum InterOil Exposure estimated to (4 years): 
o US$ 29 million 

Block 6: 

                                                          

2 The signature bonus is not payable by Sonangol, and it thus divided pro rata among the other participants in 
accordance with their share in the license; i.e. Vaalco and the Company each has to bear 50% of the signature bonus. 
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Block 6 covers an area of 4,930km². InterOil’s proposed participation is 20%, with Petrobras as Operator. Below is 
an overview of the details of the Block: 

InterOil’s participating interest 20% 

Signature bonus (for 100% of the block)
3

• US$ 50 million (non-recoverable) 

• US$ 12.5 million as contribution for social projects (non-
recoverable) 

Initial Exploration Period: • Term: 4 years (Effective Date pending amendments to PSA & 
Concession Decree) 

• Work Commitments: 
o 1,200 Km2 3D seismic 
o 2 Exploration Wells 

Second Exploration Period: • Term: 3 year 

• Work Commitments: 
o 2 Exploration Wells 
o 800km² 3D seismic 

Production period: 20 years with possible extension 

Contract type: PSA • Partners 
o Petrobras (Operator, 40%). 
o Sonangol P&P (20%) 
o Initial Oil and Gas SA (10%) 
o Falcon Oil (10%) 

• Maximum InterOil Exposure estimated to (4 years): 
o US$ 21 million 

                                                          

3 See footnote 2 above: The signature bonus is not payable by Sonangol, and it thus divided pro rata among the other 
participants in accordance with their share in the license. 
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8 Market Information

8.1 Industry overview 

The world’s energy consumption has increased constantly during recent years. The trend shows that there still is a 
growth in consumption of oil, together with natural gas and coal while the use of nuclear energy and hydroelectric 
energy has stagnated. The oil market is an integral part of the world economy, where demand moves in line with the 
general economy. The International Monetary Fund (IMF) estimates world economic growth at 4.3% in 2005 and 
4.4% in 2006. Demand for oil is estimated by the International Energy Agency (IEA) to grow by 1.8 Mbd in 2006 up 
from 83.4 Mbd, compared to 2005. 

OPEC is an international organisation of eleven countries, which are heavily reliant on oil revenues as their main 
source of income. Membership is open to any country which is a substantial net exporter of oil and shares the ideals 
of the organisation. The current members are Algeria, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi 
Arabia, the United Arab Emirates and Venezuela. 

Twice a year, or more frequently if required, the Oil and Energy Ministers of the OPEC countries meet to decide on 
the Organisation’s output level and consider whether any action to adjust output is necessary in the light of recent 
and anticipated oil market developments. OPEC has currently suspended their price band target oil price of USD 22–
28 for the OPEC oil basket. The price for Brent blend equalled around USD 2-3 above the OPEC basket price before 
the suspension. As oil prices have increased further, it has become evident that OPEC at the moment does not have 
enough production capacity to meet the growth in world demand. The organisation is planning to increase its 
capacity in the coming years, mainly from Saudi-Arabia, to attempt to regain control over prices. 

World’s energy consumption 

World Energy Consumption (million boe per day)
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As a consequence of a solid global economy and a strong increase in oil demand, the general international offshore 
oil and gas market showed a healthy development from 1995 until 1997. The financial crisis in Asia and the oil price 
collapse in 1998/99 led to a weak market in the period from 1998 to 2000. As energy prices increased, this 
contributed to an improvement during 2001, but the upturn was short as the weakening in global economy negatively 
influenced the rate of new investments in new oil and gas fields, whereas the market for offshore services and 
modifications were only modesty affected due to the continuous upgrading and production support. This 
development continued into 2002 and 2003, but during the end of 2003 and 2004, demand for oil showed a 
significant improvement. The latest IEA report shows a 2004 demand growth of 3.2% compared to 2.2% in 2003, 
and demand and prices in the offshore modification and services markets provide a favourable market outlook for 
2005 and into 2006 after record high oil price boosted investments in the industry. 

Despite strong oil prices from late 1999, oil companies have until recently been reluctant to increase exploration and 
production spending accordingly. Until mid 2003, the high prices were more a result of OPEC’s success in 
controlling the supply side rather than growing demand. However, since then the situation has changed and oil 
demand has shown a strong year-to-year growth. Since there is currently only about 1% excess production capacity 
worldwide, increased exploration and production activity is expected. Exploration and production spending 
worldwide were up some 10% in 2004 and estimated to grow by 5-6% in 2005 (Salomon Smith Barney’s 
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exploration and production spending survey from January 2005). This is also reflected in a rush for new drilling rigs 
in 2005, which have become more difficult to contract.

8.2 The oil price 
Although higher prices have slowed world petroleum consumption growth, expected growth remains strong at 1.6 
million barrels per day (bbl/d) in 2006 and 1.8 million bbl/d in 2007. The oil price as of today is at record highs in 
nominal terms but not in real terms.  

For the year, crude oil was expected to average $67.25 a barrel, $9.25 higher than predicted just six months ago. 
Crude oil for August delivery closed down 5 cents at $75.14 a barrel in trading on the New York Mercantile 
Exchange.  

As can be seen from the second graph below, it is still under the level in the early eighties after the Iranian 
Revolution when the price peaked at USD 84.6/Bbl in 2005 dollars.  

The Brent Crude Oil Price development 

Source: Datastream 

Real and future Oil Price 
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8.3 The demand for oil 
World demand for oil normally moves along the lines of the world’s GDP growth. The table below shows the 
estimates from IEA as of October 2005. 

Global Oil Demand 

Global demand
1

mill. boe/day %

1Q04 82.1 2.3 2.8

2Q04 80.9 4.1 5.3

3Q04 81.7 2.9 3.7

4Q04 83.8 2.5 3.0

2004 82.1 2.9 3.7

1Q05 83.8 1.7 2.1

2Q05 81.9 1.0 1.2

3Q05 82.4 0.7 0.9

4Q05(e) 85.5 1.7 2.0

2005(e) 83.4 1.3 1.5

1Q06(e) 85.4 1.5 1.8

2Q06(e) 83.4 1.5 1.8

3Q06(e) 84.7 2.3 2.8

4Q06(e) 87.2 1.7 2.0

2006(e) 85.2 1.7 2.1

1)
 Million barrels of oil equivalents per day

Change from same quarter last year

Source: IEA

The use of oil with respect to the total energy consumption has also increased, but it must be noted that the market is 
dynamic and that means that the demand for oil is inversely linked to the price. Longer periods of high oil prices can 
therefore lead to increased use of alternative energy sources at the cost of oil demand. 

8.3.1 Drivers affecting the oil price 

• Changes in supply and demand for oil and gas 

• OPEC regulations 

• Weather conditions 

• Regulations from domestic / foreign authorities 

• The price of substitutes 

• Political conditions 

• Economic conditions 

8.4 Oil market balance 

Oil market balance 

2002 2003 2004 2005(e) 2006(e)

OECD Demand 48.0 48.6 49.5 49.8 50.3

Non-OECD Demand 29.7 30.6 32.7 33.6 34.8

Total Demand 77.7 79.2 82.2 83.4 85.1

NON-OPEC supply 48.1 49.0 50.1 50.3 51.6

OPEC Supply 28.8 30.7 33.0

Total Supply 76.9 79.7 83.1

Source: IEA 

8.5 Overview of the Peruvian market and oil industry 

Peru's economy reflects its varied geography - an arid coastal region, the Andes further inland, and tropical lands 
bordering Colombia and Brazil. Abundant mineral resources are found in the mountainous areas, and Peru's coastal 
waters provide excellent fishing grounds. However, overdependence on minerals and metals subjects the economy to 
fluctuations in world prices, and a lack of infrastructure deters trade and investment. 

The oil and gas industry is, under the new fiscal regulations that were introduced last year, quite favorable in Peru, 
which can be seen from the latest allocation of licenses. 



40

The largest oil producer in Peru is Argentina-based Pluspetrol, which controls over one-half of the country's entire 
crude oil production. Other major producers include Occidental Petroleum, Petrobras, and Petro-Tech Peruana. Peru 
mostly privatized the former state-owned oil company, Petroperu, in 1993. Still, Petroperu continues to control the 
country's only crude oil pipeline, most of the refineries, and a majority of the retail oil products market.  

8.6 Overview of the Colombian market and oil industry 

Colombia's economy has been on a recovery trend during the past two years despite a serious armed conflict. The 
economy continues to improve thanks to austere government budgets, focused efforts to reduce public debt levels, an 
export-oriented growth strategy, and an improved security situation in the country. 

The government's economic policy and democratic security strategy have engendered a growing sense of confidence 
in the economy, particularly within the business sector. Coffee prices have recovered from previous lows as the 
Colombian coffee industry pursues greater market shares in developed countries such as the United States. 

InterOil’s subsidiary MCOG, has operated in Colombia since 1994. Neither the expatriates nor the local staff have 
ever been threaten or harmed. The Company has an office in Bogota and its operation is 100 km SW in the Upper 
Magdalen a valley. InterOil transports oil daily by trucks over 200 km each way. There has never been an incident 
nor any disruption in this transportation. The oil is stored in tankers (onshore) and transported by pipeline over 
200km to the NW. There have not been any incidents with this pipeline for the last 5 years. 

In an effort to increase transparency and spur exploration, the Colombian government spun off regulatory 
responsibilities from Ecopetrol, Colombia’s state-owned oil company, and created the National Hydrocarbons 
Agency (ANH). The ANH now administers Colombia’s competitive process, allowing Ecopetrol to compete side by 
side with foreign firms for subsequent hydrocarbon contracts.  

Under the new model, oil companies may assume up to 100 percent of investment and risk activities in all 
exploration and production contracts. Oil companies may also obtain the right to exploit such regions for 30 years or 
until field depletion, as well as extend previous association contracts. This system is based on providing new 
incentives to investors, who will benefit from higher returns on their investments. These measures have attracted 
significant foreign investment.  

The biggest catch during 2004 was ExxonMobil, which along with Petrobras, took advantage of the new business 
climate to undertake an ambitious project to explore 4.4 million hectares in Colombian Caribbean waters. Other big 
companies like ChevronTexaco and Occidental Petroleum have extended natural gas and oil contracts. The Harken 
Energy Corporation, Repsol-YPF of Spain, Hocol and several smaller companies have signed either exploration 
contracts or viability agreements that will likely lead to exploration. Under the new form of contracting, ANH had 
signed 39 exploration contracts during 2004 (only 20 were projected), continuing a trend from 2003, when 21 
companies signed contracts. 

8.7 Overview of the Angolan market and oil industry 

Angola's economy has undergone a period of rapid transformation in recent years, moving from the disarray caused 
by a quarter century of war to being the fastest growing economy in Africa and one of the fastest in the world. 
Growth is almost entirely driven by rising oil production which surpassed 1.2 million barrels per day in late-2005. 
Control of the oil industry is consolidated in Sonangol, a conglomerate which is owned by the Angolan government. 
The economy grew 18% in 2005; growth is expected to reach 26% in 2006 and stay above 10% for the rest of the 
decade. The security brought about by the 2002 peace settlement has led to the resettlement of 4 million displaced 
persons, thus resulting in large-scale increases in agriculture production. With revenues booming from oil exports, 
the government has started to implement ambitious development programs in building roads and other basic 
infrastructure for the nation. 

The president has announced the government's intention to hold elections in 2006. These elections would be the first 
since 1992 and would serve to elect both a new president and a new National Assembly. The management and 
members of the Board have a long relationship to Angola and Sonangol. Over the last 20 years, many of the Board 
members and management have actively been involved in Angola and seen the development first hand. The oil 
industry has, because of well established regulatory system for oil and gas activity (PSA’s) been active in the 
country before and after independence. The activity increased significantly in the mid 90’s by the discovery of large 
offshore oil deposits in very deep water. Angola is today considered prime area for most oil and gas companies, 
although the entry ticket and the cost of establishing an operation in Angola is considered high. 

In an effort to increase transparency, Sonangol has now adopted a very open approach to licensing and the recent 
licensing round has been an excellent example of the openness now adopted by many West Africa Countries. The 
legal framework and all the economic terms are well presented and openly disclosed at time of invitation to bid. The 
bidding process has an element of bonus payment and social contribution which is openly presented to the industry. 
A committee then reviews the bids and makes all the bid information available. 
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ExxonMobil, ChevronTexaco, Total, BPAmoco, ENI, Norsk Hydro, Deveon Energy, Marathon, Statoil are some of 
the largest competitors in Angola. However, there are many small independents like Svenska, ROC Oil, Vaalco and 
a large number of small private national companies that have become active in the last few years. Force Petroleum, 
Sumoil, to name a few. 
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9 Organization, Board and Management 

9.1 Organization 

The Company was established on 2 May 2005 as a Norwegian Private Limited Company (“AS”). It was converted to 
a Norwegian Public Limited Company (“ASA”) on 14 November 2005. The Company is registered in the Register 
of Business Enterprises with org. no: 988 247 006. The Company’s registered office is Strandveien 50, 1366 
Lysaker.

The Company’s shares are currently not listed on any stock exchange but the shares are registered on the OTC-list 
managed by the Norwegian Securities Dealers Association, and are traded under ticker “INOX”. 

9.2 Company structure 

InterOil currently owns operating companies in Peru and Colombia, indirectly held through InterOil Latin America, 
a 100% owned subsidiary of the Company. As set out below, the Company has also established a 100 % owned 
subsidiary InterOil Exploration and Production Africa AS, which will be the holding company of its activities in 
Africa.

The figure below is an overview of the corporate structure of InterOil. 
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InterOil Exploration & Production ASA is the holding company in the group and is responsible for group financing 
and group reporting. In addition, the holding company is responsible for the IR function. The operating activities are 
conducted by the subsidiaries as illustrated above.  
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9.3 Organizational structure 

The figure below is an overview of the organizational structure of InterOil. 
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9.4 Management and board of directors 

The following table sets forth information with respect to members of the board of directors and the Group executive 
officers.

Name Age Position Shares Options 

Directors     

Mårten Rød 
1 57 Chairman of the Board 5,225,000 0 

Gian Angelo Perrucci
2 62 Member of the Board 625,000 0 

Robert Blair Thomas 43 Member of the Board 0 0 

Berit Kjøll 50 Member of the Board 0 0 

Patricia Guerra 46 Member of the Board 0 0 

Group Executive Officers

Nils Trulsvik3 57 CEO 800,000 0 

Jon Wiggen 55 CFO 0 0 

Rene Graf 58 CTO 0 0 

Tom Wolden 50 COO 0  0 

Christian Nygaard 53 Development Director 0 0 

Pascal Berthou 49 General Manager, Africa 0 0 

1 Shares owned through the wholly owned subsidiary Eksportconsult. Eksportconsult AS also holds a forward contract to 
purchase 150,000 shares in the Company. 
2 In addition, Mr. Perucci owns 10% of Caberian Investment Inc, who in turn owns 4,600,000 shares in InterOil and holds a 
forward contract to purchase 150,000 shares in the Company. 
3 Owned through his wholly owned company Force Capital Partners AS.  

9.4.1 Description of the Board of Directors 

In accordance with Norwegian law, the board of directors is responsible for administering the Company’s affairs and 
for ensuring that the Company’s operations are organized in a satisfactory manner.  

The composition of the Board of Directors is in accordance with the recommendations in Norwegian Code of 
Practice for Corporate Governance dated 8 December 2005. As long as the warrants initially issued to TCW are 
outstanding, TCW shall have the right to appoint one member of the Board of Directors of the Company. Four of the 
board members are independent of the Company’s main shareholders, while three of the board members are 
independent of the Company’s executive management and material business contacts.  

Berit Kjøll and Patricia Guerra have been elected as board members with effect from the first day of listing on Oslo 
Børs.  
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Ms. Kjøll, Mr. Perucci and Mrs. Guerra are considered independent of the Company’s management according to the 
Code of Practice. 

The nomination committee will, according to the Articles of Association, nominate the members to be elected for the 
Board of Directors by the general meeting each year.  

Mårten Rød (57) -Chairman of the Board, c/o InterOil, Strandveien 50, 1366 Lysaker, Norway.

Mr. Mårten Rød has long experience as entrepreneur and from the oil and gas industry both upstream and 
downstream. He worked 11 years for Arco in the North Sea, and founded Northern Energy UK in 1998, an oil 
company with production in Texas and Oklahoma. He was president in InterOil Norway from 1995, which 
participated in various oil and mineral projects in West-Africa. Mr. Rød is a Norwegian citizen with residence in 
Asker, Norway..

Gian Angelo Perrucci (62), Board member, c/o Nicrest Limited, 14 Grosvenor Crescent, London SWIX 7EE, UK. 

Mr. Gian Angelo Perrucci is an Italian entrepreneur. He previously built up a major shipping company in USA and 
Europe. During the last 15 years, he has developed a major logistics operation in West Africa including supply 
bases, engineering and production yards, and offshore support vessels. Mr. Perrucci is an Italian citizen with 
residence in London, UK. Mr. Perucci has been on the board of directors since 18 October, 2005.

Robert Blair Thomas (43), Board member, c/o The TCW Group, Inc., 865 South Figueroa Street Los Angeles, 
California 90017, USA. 

Robert Blair Thomas is a Group Managing Director of Trust Company of the West and the Chief Executive of 
TCW's Energy & Infrastructure Group. Prior to joining TCW, he was a senior investment officer in the Inter-
American Development Bank and an attorney at the law firm of Brown & Wood in New York. He also served as a 
legislative advisor on energy and budget policy in the first Bush White House. Mr. Thomas is a member of the 
Board of Directors of TCW Asset Management Company and several private energy companies in the U.S., UK, 
Norway and the Dominican Republic. Mr. Thomas is an American citizen with residence in Los Angeles, California, 
USA. Mr. Thomas has been on the board of InterOil since 18 October, 2005 and is appointed by TCW in accordance 
with their right to appoint a board member in accordance with the agreement for the warrants described above.  

Berit Kjøll (50), Board member, c/o Telenor ASA, Snarøyveien 30 1331 Fornebu, Norway.

Berit Kjøll has broad experience from managing businesses in Norway. Mrs. Kjøll is today COO in Telenor and 
responsible for Consumer Market – Norway with 13 billion NOK turnover. She has previously held the positions as 
CEO of Steen&Strøm ASA, Flytoget AS, Tusenfryd ASA and Kilroy Travels. Mrs. Kjøll is member of the board of 
directors of SAS AB, DnB NOR ASA and Tusenfryd ASA. She holds positions of trust in Den Norske 
Turistforening and Skiforeningen. Ms. Kjøll is a Norwegian citizen and resides in Oslo, Norway. Ms. Kjøll was 
elected to the board on 12 June 2006.

Patricia Guerra (46), Board member, c/o Meyer Lustenberger Attorney at Law, Forchstrasse 452, P.O. Box 1432, 
8032 Zürich, Switzerland.

Patricia Guerra is born in Equador. She is a partner in the Swiss law firm Meyer Lustenberger. Her main areas of 
practice are corporate law and M&A, international estate planning and inheritance law and charitable organizations. 
Mrs. Guerra has previously been working with Mayer, Brown and Platt, Chicago, USA as an attorney and with 
König and Meyer, Zürich as an attorney. Mrs. Guerra is member of the Board of Directors of several Swiss 
companies, including subsidiaries of large international groups active in the areas of shipping and the glass industry, 
as well as companies in the reinsurance and medical technology business. Ms. Guerra has been on the board since 12 
June 2006. Ms. Guerra is a Swiss citizen and resides in Zürich, Switzerland. 

9.4.2 Independency of the Board of Directors 

The object of the Board of Directors of InterOil is to manage the shareholders’ assets in the best possible manner and 
treat all shareholders of the Company equally. In electing board members emphasis is therefore placed on having 
independent members and members who represent different ownership interests. The Company intends to comply 
with the Corporate Governance Code with respect to the board’s independency. According to the Corporate 
Governance Code minimum 50% of the board members shall be independent from the executive management and 
material business contacts. At least two board members shall be independent from the major shareholders. Following 
the implementation of the election of Mrs. Patricia Guerra and Mrs. Berit Kjøll as new board members from the time 
of listing, it is the Company’s opinion that the Board of Directors is in compliance with the Corporate Governance 
Code. One board member is regarded as not being independent from the major shareholders. Two board members 
might be considered as not being independent of the executive management and material business contacts according 
to the Corporate Governance Code. 
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The Chairman of the Board, Mårten Rød, is through the company Eksportconsult AS, which he owns together with 
immediate family, one of the principal shareholders of the Company. Accordingly Mr. Rød is not considered 
independent from the major shareholders. Eksportconsult AS has a management agreement with InterOil which has 
been described under section 9.6 below. The management agreement might imply that Mr. Rød is not regarded as 
independent from the executive management and material business contacts. The agreement may be terminated by 
either party with three months prior notice. The agreement has been approved by the Board which has regarded this 
agreement as being of high value for the Company.  

Robert Blair Thomas represents TCW in the Board of Directors. Due to InterOil’s interest-bearing debt to TCW, the 
Company does not consider Mr. Blair Thomas being independent from the executive management and material 
business contacts. 

It is the Company’s opinion that the board members Mr. Gian Angelo Perrucci, Mrs. Patricia Guerra and Mrs. Berit 
Kjøll are independent from the major shareholders as well as the executive management and material business 
contacts. The Company would like to address the fact that the Company previously has had a management 
agreement with Caberian Investment Limited, a company which is 10 % owned by Mr. Perrucci, under which the 
services of Mr. Perrucci related to development of the Company’s business in West Africa was provided to the 
Company. The management agreement wit Caberian Investment Limited has been terminated. If so desired by the 
Company will have the possibility to call on Mr. Perrucci’s services from time to time with respect to specific 
projects.

9.4.3 Description of the Group executive management  

The Group executive management is responsible for the daily management and the operations of the Company.  

Nils N. Trulsvik (born 1948) – Managing Director.  

Mr. Nils Trulsvik is a petroleum explorationist with extensive experience throughout the world. He worked seven 
years with Saga Petroleum with assignments in the North Sea, Mediterranean, Africa, South and North America. In 
1981 he co-founded Nopec, where he worked for 13 years with assignments in Northwest Europe, Africa and the Far 
East. From 1987 until 1993 he was Managing Director. He was part of the management team in Fountain Oil from 
1994 – 1998. He has been working with various oil and gas projects the last 8 years. Mr. Trulsvik is a Norwegian 
citizen with residence in Oslo, Norway. 

Jon Wiggen, (born 1950), Chief Financial Officer (CFO). 

Mr. Wiggen is a state authorized auditor and has over 30 years experience in various businesses including several 
publicly listed companies. He was CFO for the Brynestad Group of companies for several years, and consulting and 
audit partner with Deloitte for a number of years. Mr. Wiggen is a Norwegian citizen with residence in Oslo, 
Norway.  

Tom Wolden, (born 1955), Chief Operational Officer (COO). 

Mr. Wolden is a petroleum geologist with extensive experience in all facets of promotion, exploration, evaluation 
and production of hydrocarbons in technical performance and management. 22 years of experience in the oil 
business centred on offshore NW Europe, Africa, Russia, SE Asia, Middle East and Norway. He has also held 
assignments outside Norway, including UK and Seychelles. The experience is gathered through work in Saga 
Petroleum, Nopec and for the last 10 years in PGS Exploration. Mr. Wolden is a Norwegian citizen and resides in 
Nærsnes, Norway.

Rene Graf (born 1947), Chief Technical Officer (CTO).

Mr. Graf has long international experience covering all aspects of exploration with focus on geophysical field 
operations, processing and interpretation, both 2-D and 3-D, land and marine. This experience has been acquired 
during a period of almost 20 years working for Shell International in The Netherlands, France, Malaysia and 
Colombia. Mr. Graf is a Swiss citizen with residence in Zürich, Switzerland.  

Pascal Berthou (born 1957) General Manager, Africa.   

Mr. Berthou has over 25 years experience in the oil and gas industry in engineering, fabrication and installation 
offshore/onshore. Extensive international experience of contract management. Especially trained in offshore 
revamping and hook-up modification of life platform, piping and structural fabrication and installation. Qualified in 
pipe-laying, fabrication and installation of major structure: jackets and topside facilities, modules etc. for the last ten 
years, intensive involvement in EPIC contract, responsibility for all aspect of projects: management, contract, 
QA/QC and Safety, engineering and method, commissioning and start up. Mr. Berthou is a French citizen and 
resides in Le Prieure, France. 



46

Christian Nygaard (born 1953) Business Development Director, Oslo  

Mr. Nygaard has over 25 years work experience from among others PGS Production, Technip, Spars International 
Inc & Aker Maritime, Aker Oil & Gas Technology, Norwegian Contractors and Det norske Veritas. Mr. Nygaard 
holds a Bachelor of Science, Business Administration from the University of San Francisco, US and Post Diploma 
Degree, Naval Architecture, from Sunderland Polytechnic, UK. Mr. Nygaard is a Norwegian citizen and resides in 
Oslo, Norway. 

9.4.4 Nomination committee 

The annual general meeting of the Company held on 12 June 2006 resolved to establish a nomination committee. At 
the extraordinary general meeting held on 29 June 2006 the following members were elected to the committee: 

Aage Thoen (51), c/o Aage Thoen Ltd AS, Haakon VII’s gate 1, 0161 Oslo, Norway.  

Mr. Thoen has 25 years of management experience from Norwegian and foreign private and listed companies within 
banking, international financing, offshore and shipping. He is a member of the board of Privatbanken ASA, Star 
Reefers Inc, DSND ASA, Ivarans Rederi AS and he is chairman and owner of the investment company Aage Thoen 
Ltd AS. Mr. Thoen holds an MBA and BSBA from USA and he is a Norwegian citizen with resident in Stabekk, 
Norway. 

Rolf Johan Ringdal (51), c/o Bugge, Arentz-Hansen & Rasmussen Advokatfirma, Stranden 1, PB 1525 Vika, 0117 
Oslo, Norway.

Mr. Ringdal is a partner in the law firm Ba-Hr, where he has been employed since 1982. He holds a cand.jur. from 
the University of Oslo in 1982. Mr. Ringdal is a Norwegian citizen, and resides in Oslo, Norway. 

9.5 General
During the last five years preceding the date of this document, no member of the Board of Director or the senior 
management (except for Mr. Thomas as described in section 9.6 below) has: 

• any convictions in relation to indictable offences or convictions in relation to fraudulent offences; 
• received any official public incrimination and/or sanctions by any statutory or regulatory authorities (including 

designated professional bodies) or ever been disqualified by a court from acting as a member of the 
administrative, management or supervisory bodies of a company or from acting in the management or conduct 
of the affairs of any company; or 

• been declared bankrupt or been associated with any bankruptcy, receivership or liquidiation in his capacity as a 
founder, director or senior manager of a company. 

Over the five years preceding the date of this document, the members of the Board and the senior management hold 
or have held the following directorships (apart from their directorships of the Company) and/or partnerships:  

Name Current directorships/partnerships Previous directorships/partnerships 

Board of directors 

Mårten Rød Chairman of the Board InterOil,  Member of the Board Eksportconsult AS 

Gian Angelo Perrucci Member of the Board InterOil, member 
of the board of Orlean Invest 

-

Robert Blair Thomas Member of the Board InterOil, CDX 
Gas, Electricidad del Este, TCW Asset 
Management Company, Viking 
Petroleum and CH4 Energy

-

Berit Kjøll Member of the Board InterOil, SAS AB, 
DNB Nor ASA and Tusenfryd ASA 

Member of the Board Gassco AS (2001-
2002 

Patricia Guerra Member of the Board InterOil, Gearbulk 
AG, Baar / Switzerland, Vitro Group 
Switzerland, Corinphila Auktionen AG, 
Zurich / Switzerland, Renewave Medical 
Systems SA, Nyon / Switzerland, U.S. 
Robotics Schweiz GmbH, Baar / 
Switzerland 

Member of the board SDC (Suisse) SA, 
Vallorbe / Switzerland, CPP Clinical 
Plastic Products Ltd, La Chaux-de-Fonds 
/ Switzerland, V.I.M. SA, Luxembourg 



47

Management Current directorships/partnerships Previous directorships/partnerships

Nils Trulsvik CEO InterOil, member of the Board TM 
Bridge Group AS, Force Petroleum, 
Scan Geophysical AS, Tersus Energy 
Ltd., CanArgo Energy Corp Inc and 
Force Capital Partners AS. 

Force Petroleum 

Jon Wiggen CFO InterOil, member of the Board 
Kjelstrup & Wiggen AS, Kjelstrup & 
Wiggen ANS, Nexia Norge DA, Ole 
Fladersgt 10 AS, H Wergelandsgt 4 – 
Hotel Skagerak AS, Thin Film 
Electronics ASA. 

Partner in Kjelstrup & Wiggen AS  

Rene Graf CTO InterOil - 

Tom Wolden COO InterOil - 

Christian Nygaard Development Director InterOil Member of the Board Technip R&D 
(2000-2004)  

Pascal Berthou General Manager, Africa (InterOil) Member of the board Titan Engineering 
Nigeria (2000-2003) and Suffix Energie 
Solutions (2004-2005)  

9.6 Conflict of interests etc. 

None of the Company’s board members (other than Mr. Thomas) or members of the senior management have been 
associated with any bankruptcies, receiverships or liquidations for the last five years. Mr. Thomas, as a 
representative of TCW, was a nominal board member of an English company which incurred loans from certain 
TCW investment funds; the company appointed a receiver for its properties after encountering economic difficulties. 
None of the board members have been the subject of any official public incrimination and / or sanctions by statutory 
or regulatory authorities (including designated professional bodies), or been disqualified by a court from acting as a 
member of the administrative, management, or supervisory bodies of an issuer or from acting in the management or 
conduct of the affairs of any issuer, or convicted of any fraudulent offences, for the last five years. 

Eksportconsult AS has a management agreement with InterOil relating to the business development in the Company. 
Eksportconsult AS is paid USD 20,000 (excl. VAT) per month for these services which primarily include to seek out 
new business opportunities for the Company worldwide. Mårten Rød’s executive tasks under the management 
agreement are primarily related to assisting the Company in establishing contacts with respect to new business 
opportunities for the Company. Such services have been of relevance to the Company’s operations in Peru and 
Colombia and of particular importance with respect to the establishing of business in Angola. The services of Mårten 
Rød under the management agreement are considered to be of high value to future business development in the 
Company.  

The management agreement might imply a possibility that Mårten Rød is not considered independent of the 
Company’s management according to the Code of Practice.

See a detailed description under section 6.6 “Related party transactions”. 

Caberian Investment Limited has previously had a consulting agreement with InterOil related to development of the 
Company’s business in West Africa. If so desired by the Company, it will have the possibility to call on 
Mr.Perucci’s services from time to time with respect to specific projects.  

To the Company’s knowledge there are currently no potential conflicts of interests between any duties of the 
Company or its subsidiaries and private interest or other duties of the Board of Directors of senior management. 

9.7 Compensation to the board of directors and executive management 

9.7.1 Remuneration and salary 

The remuneration of the directors of the Board shall be determined on a yearly basis by the Company in its annual 
general meeting. The directors may also be reimbursed for, inter alia, travelling, hotel and other expenses incurred 
by them in attending meetings of the directors or in connection with the business of the Company. A director who 
has been given a special assignment, besides his normal duties as a director of the Board, in relation to the business 
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of the Company may be paid such extra remuneration as the directors may determine. No members of the Board 
have any contractual entitlement to benefits upon termination of their directorships. 

At the Company’s ordinary general meeting on 12 May 2006, the total annual remuneration to the Board for 2005, 
and for 2006 up to the ordinary general meeting, was set to NOK 740,000, consisting of NOK 320,000 to the 
chairman of the Board and NOK 210,000 for the other board members. 

The CEO, Mr. Nils Trulsvik, has a compensation of NOK 2.9 million per year. In addition, he receives car allowance 
and the company covers the costs of mobile- and home telephone as well as the costs of newspapers and pension-, 
group life- , travel- and holiday insurance. The CEO has no other compensation.  

The CFO, Jon Wiggen has a compensation of NOK 1.8 million per year. Jon Wiggen has performed his services as 
CFO through an agreement between the Company and Kjelstrup & Wiggen, where he has been a partner up to 
August 2006, from which point of time he will be employed directly by the Company. In addition the Company 
covers the costs of pension- group life, as well as various other minor benefits.  

No members of the executive management have any contractual entitlement to benefits upon termination of 
employment. 

The total amount of remuneration for the senior management in the financial year 2005 was NOK 2.6 million.  

9.7.2 Pension plans 

The Company has a pension plan which came into effect on 1 July 2006. The plan gives the employee a pension of 
66% of his/her last year salary, limited to 12G, and assuming 30 year employment. 

The total amount set aside or accrued to provide pension to the senior management in the financial year 2005 was 0.  

9.7.3 Share incentive program 

On 12 June 2006, the general meeting of the Company adopted an incentive program for employees, comprising an 
option program. At the same general meeting the board was granted an authorisation to issue shares to option holders 
exercising their options, see section 10.2 for a further description of the authorisation.  

No payment is to be made for these options, and upon exercise of the options the Company may elect to fulfil its 
obligations by way of issuance of new shares, sale of existing shares, or by making an alternative cash bonus 
payment equal to the number of shares multiplied by the difference between the market value of each share and the 
agreed price according the option agreement. The agreed price to be paid per share at the exercise of the option is 
proposed to be market price at the time of issuance of the option. The total number of shares comprised by the share 
option program shall never exceed five percent of the, at the time of entering into of an option agreement, issued 
number of shares in the Company. 

The right to acquire shares on the basis of the option agreement may be exercised from the signing of the share 
option agreement and for a period of 12 months thereafter. The option holder may, at his own discretion, choose to 
exercise all or parts of the options awarded upon each exercise. However, each exercise may not relate to less than 
one third of the options awarded in the option agreement entered into between the employee and the Company. 

With the current face value of NOK 0.05 the Board is authorised to issue up to 1,500,000 new shares in the 
Company in connection with the option program, equal to approx 7% of the existing share capital. 

The board has not yet granted any options under the program. 

9.8 Related party transactions 

Please see Section 6.6 for further information. 

9.9 Material contracts 

The Company’s activities in Peru and Colombia are the result of the acquisition of several companies purchased 
from the oil and gas company Mercantile International Petroleum Inc. (“MIPI”). MIPI was listed in Canada in the 
mid 90-ies, but experienced financial difficulties in 2001/2002 and started a process for sale of its oil exploration 
activities in Peru and Colombia in late 2004. Negotiations for the acquisition of MIPI’s operating companies in Peru 
and Colombia started in September 2004, and were made effective on 27 September 2005. On the 9 of June 2005 
InterOil entered into a Sales and Purchase Agreement with MIPI. 

InterOil raised a total of USD 87 million dollars through a USD 45 million equity issue and the TCW Loan (in the 
amount of USD 42 million prior to the acquisition of the assets on 27 September 2005. Net proceeds from these 
transactions after share issuance costs and debt issuance costs were USD 83 million. 
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9.10 Employees

As of the date of the Prospectus, InterOil has 8 employees inclusive of the management referred to in section 9.4.2 
above. The InterOil Group employs a total of 134 people world-wide. 

Historically, the number of employees has developed as follows: 

Country 2005 2004 2003 

Peru 86 66 55 

Columbia 42 26 21 

Norway 5 0 0 

Total 134 92 76 

9.11 Corporate Governance 

With the exemption of the matters described in section 9.4.1 above, the Company is in compliance with, and is 
dedicated to observing high standards of corporate governance, based on the principles set forth in the Norwegian 
Code of Practice for Corporate Governance, as published on 8 December 2005. The Company will annually produce 
a report as to corporate governance, which will be included in its annual report. 
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10 Share Capital and Shareholder Matters

10.1 Share capital 

The issued share capital of Company is NOK 1,062,250 consisting of 21,245,000 Shares fully paid, with a par value 
of NOK 0.05 per Share and issued in accordance with Norwegian law. The Shares are equal in all respects, and each 
Share carries one vote at the Company’s general meeting. There has been no change in the Company’s share capital 
since 31 December 2005. 

10.2 Outstanding authorizations 

At the ordinary general meeting on 12 June 2006 the Board of Directors was granted an authorisation to increase the 
share capital with up to NOK 500,000, valid until 30 June 2007 (or the annual general meeting in 2007, whichever 
comes first). With the current face value of NOK 0.05 the Board is authorised to issue up to 10,000,000 new shares 
in the Company, equal to approx 47.1% of the existing share capital. The existing shareholders’ pre-emptive rights 
may be waived. The authorisation may be used for one or more issue of new shares. The authorisation can only be 
used for share issues against cash deposit. At the same ordinary general meeting the board was authorised to increase 
the share capital by up to NOK 75,000 by the issuance of up to 1,500,000 shares. The authorization shall only be 
used in connection with the issuance of shares under the option program adopted by the Company. The existing 
shareholders’ pre-emptive rights may be waived. The authorisation may be used for one or more issue of new shares. 
Both authorisations are conditional on the share capital increases in total under the authorisations not exceeding 
NOK 500,000. The authorisations were registered in the Norwegian Register of Business Enterprises on 16 June 
2006. For technical reasons the Norwegian Register of Business Enterprises registered the authorisations as one 
single authorisation giving the right to increase the share capital by up to NOK 500,000.  

The authorisations have not been used at the date of this Prospectus 

10.3 Warrants

Pursuant to the TCW Warrant, the Company has issued subscription rights to the lenders under the TCW Loan. In 
total, the subscription rights carry the right to subscribe for the number of ordinary shares that can be purchased for 
USD 5,040,000 based on the price per share established as part of a future initial public offering. 

The subscription price for these shares is the NOK equivalent to USD 0.01 (but not below the par value of the 
shares). Any shares purchased pursuant to the TCW Warrant must be held at least until the six month anniversary of 
any Company IPO. 

In the event that there has not been an initial public offering within 24 months from 21 September 2005 the lenders 
shall have a springing royalty of 1.5 % on all of the Company’s petroleum production which springing royalty shall 
be retroactive for such 24 month period. Any amounts payable to the lenders pursuant to such retroactive springing 
royalty shall not be reduced or otherwise affected by any operating, transportation, compression, marketing or 
capital costs of the Company. 

At an extraordinary general meeting on 29 June 2006 it was resolved to issue 2,720,000 warrants to subscribers in 
the 9% Senior Unsecured Bond Loan free of payment. Each warrant gives the holder the right to demand the issue of 
one Share with a nominal value of NOK 0.05. The holders of the warrants have the right to demand that shares are 
issued at a subscription price of NOK 46.00 at any time prior to 29 June 2011. The warrants were registered in the 
Norwegian Register of Business Enterprises on 11 July 2006 and are registered in the VPS with ISIN code: ISIN NO 
001 0325657. An application for listing of the warrants on Oslo Stock Exchange may be submitted to Oslo Stock 
Exchange at a later stage. 

Except for the warrants as described above, the Company has no outstanding convertible bonds, options or other 
rights to subscribe for shares in the Company. However, the Company has introduced a share option program for key 
employees, see section 9.7.3 above.  

10.4 Historical Development of share capital

The table below shows the historical development of share capital and the number of outstanding shares in 
Company:

Date Type of change 
Change in share 
capital (NOK) 

Nominal value 
per share (NOK) 

Total 
share capital 

Number
of shares 

2005 Private Placement 500,000 0.05 500,000 10,000,000 

Sept 2005 Private Placement 562,250 0.05 1,062,250 21,245,000 
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10.5 Share price development 

Since 6 October 2005, the Shares have been publicly traded on the OTC market in Norway under the ticker INOX. 
The share price performance is shown in the graph below.  

The tables below set forth price and trading volume for the Shares, as reported on the OTC, during the periods 
indicated. The closing price of the Shares as reported on the OTC on 17 July 2006 was NOK 33.00. 
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10.6 Ownership structure 

As of 17 July 2006, InterOil had a total of 155 registered shareholders, of whom 124 were Norwegian and 31 were 
foreign shareholders. There are no limits restricting foreign ownership of the Company’s Shares. The Shares carry 
equal rights in all respects. Each Share has the right to one vote at general meetings.  
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The table below shows the 20 largest shareholders in the Company as registered by the VPS on 17 July 2006: 

 Shareholder Number of Shares % 

1 Eksportconsult AS 1) ............................................................ 5,225,000  24.6% 
2 Caberian Investment Inc. 2) .................................................. 4,600,000  21.7% 
3 Credit Suisse Securities (nominee) ....................................... 1,870,600  8.8% 
4 Bear Stearns Securities Corp. (nominee) .............................. 1,618,800  7.6% 
5 Force Capital Partners AS 3) ................................................ 800,000  3.8% 
6 Gian Angelo Perrucci .............................................................. 625,000 2.9% 
7 Muslik AS ............................................................................ 518,450  2.4% 
8 Norinvest Ltd. ...................................................................... 500,000  2.4% 
9 Awilco Invest AS ................................................................. 450,000  2.1% 
10 KLP Liv Norge ..................................................................... 400,000  1.9% 
11 Bank of New York (nominee)............................................... 319,200  1.5% 
12 Aweco Invest AS ................................................................. 300,000  1.4% 
13 Toluma AS............................................................................ 300,000 1.4% 
14 SIS Segaintersettle (nominee)............................................... 264,500  1.2% 
15 Storebrand Livsforsikring P980 ........................................... 231,720 1.1% 
16 Skandinaviska Enskilda Banken (nominee).......................... 202,800  1.0% 
17 Consafe Invest AB ............................................................... 202,000  1.0% 
18 Banque Invik SA Luxembourg ............................................ 200,000  0.9% 
19 KLP Aksjenorge .................................................................. 120,000  0.6% 
20 Follum Invest AS ................................................................. 100,000  0.5% 

 Total 20 largest shareholders ................................................ 18,848,070 88.7%
 Other shareholders ................................................................ 2,396,930 11.3% 

Total shareholding .............................................................. 21,245,000 100.00%
1) Owned by Mårten Rød and his immediate family 
2) 10% owned by Gian Angelo Perrucci.  
3) Owned by Nils Trulsvik 

The following table sets out the shareholdings of the Company’s officers and directors and any shareholders that 
hold more than 5% or approximately 5% of the outstanding shares of the Company as of the date of this Prospectus. 

Name of beneficial owner1 Number of Shares  %

Eksportconsult AS 1)...................................................................... 5,225,000 24.6%
Caberian Investment Inc. 2)  .......................................................... 4,600,000 21.7%
Credit Suisse Securities (nominee)................................................ 1,870,600 8.8%
Bear Stearns Securities Corp. (nominee)....................................... 1,618,800 7.6%

1) Owned by Mårten Rød and his immediate family 
2) 10% owned by Gian Angelo Perrucci.  

To the knowledge of the Company, the Company is not for purposes of Norwegian law, directly or indirectly, 
controlled by another corporation or by any foreign government.  

As of the date of this Prospectus, the total number of Shares held indirectly beneficially by directors and executive 
officers of the Company as a group, was 6,650,000. As of the date of this Prospectus, to the knowledge of the 
Company, there are no arrangements or agreements, which may at a subsequent date result in a change of control in 
the Company. 

There are no limitations restricting foreign ownership of the Company’s Shares. The Shares are equal in all respects. 
Each Share will have the right to one vote at the general meetings. There are no restrictions on the Company’s 
Shares.  

10.7 Shareholder Policy 

InterOil will inform Oslo Børs, the Company’s shareholders and the market in general on an ongoing basis of the 
Company’s development, activities and special events, ensuring that as far as possible the pricing of the Company’s 
Shares reflects the underlying values and expectations of future profits. Such information will, among other things, 
take the form of annual reports, quarterly reports, stock exchange bulletins, press releases and investor presentations 
when appropriate.  
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10.8 Dividend Policy 

Company will strive to follow a dividend policy favourable to shareholders. This will be achieved by sound business 
development and continuous growth. The Company aims to give shareholders a competitive return on capital 
relative to the underlying risk. InterOil’s existing dividend policy is to retain earnings in order to maintain a sound 
equity ratio a liquidity reserve and secure funding of product development projects. Due to this the Company does 
not anticipate to pay cash dividend on a regular basis in the foreseeable future. The payment of future dividends will, 
among other things, depend on the Company’s earnings, financial condition, investment requirements and rate of 
growth.  

10.9 Shareholder agreements 

The Company is not aware of any agreements related to shares in the Company.  

10.10 Articles of Association 

The articles of association of InterOil are included as Appendix 1 to this Prospectus.  

The Company’s purpose according to its articles is activities such as exploration, development, production, purchase 
and sale of oil and natural gas deposits and production licences, as well as any activities related thereto, including 
investments in equal and similar enterprises, cf. article 3. The Company has one class of shares. The Board of 
Directors consist of up to seven members.  

The articles of association do not provide for any rights, preferences and restrictions attaching to the Shares and do 
not lay down more significant conditions necessary to change the rights of shareholders than required under 
Norwegian law. The rights, preferences and restrictions attaching to the Shares are set out in the Public Limited 
Companies Act.  

All Shares entitles the holder to one vote at the annual or special shareholders meeting. A shareholder may be 
present in person or by proxy. 

The articles of association do not lay down more significant conditions necessary to change the rights of 
shareholders than required by the Public Limited Companies Act. Under the Public Limited Companies Act, general 
meetings must be convened by written notice to all shareholders whose address is known. The notice must be sent at 
the latest two weeks before the date of the general meeting. The notice must set forth the time and date of the 
meeting and specify the agenda of the meeting. It must also name the person appointed by the Board of Directors to 
open the meeting. All shareholders who are registered in the register of shareholders maintained by the VPS, or have 
otherwise reported and proved an acquisition of Shares, are entitled to admission provided pre-registration has been 
received by the Company four days prior to the general meeting. 

The articles of association do not contain any provisions as to the manner in which general meetings of the Company 
are called or as to the conditions of admission to general meetings.  

There are no provisions in the articles of association which would have an effect of delaying, deferring or preventing 
a change of control of the Company, or which require disclosure of ownership above any thresholds. However, 
please see Section 10.13 for a description of the requirements under the Securities Trading Act for the disclosure of 
transactions which cause certain thresholds to be passed. 

The articles of association do not impose more stringent conditions for changing the capital of the Company than 
required by law.  

10.11 Mandatory bid rules 

Norwegian law requires any person, or associated persons that acquire more than 40% of the voting rights of a 
Norwegian company listed on Oslo Børs to make an unconditional general offer to acquire the whole of the 
outstanding share capital of that company. The offer must be made within four weeks of the transaction which 
triggers the obligation to make the offer. The offer is subject to approval by Oslo Børs before submission of the offer 
to the shareholders. The offer must be in cash or contain a cash alternative at least equivalent to any other 
consideration offered. The offering price per share must be at least as high as the highest price paid by the offeror in 
the six-month period prior to the date the 40 per cent threshold was exceeded, but at least equal to the market price 
when the 40% threshold was exceeded if it is clear that that market price was higher than the highest price in the 
preceding six months. A shareholder who fails to make the required offer must, within four weeks, dispose of 
sufficient shares to bring his shareholding below 40 per cent. Otherwise, Oslo Børs may cause the shares exceeding 
the 40 per cent limit to be sold by public auction. A shareholder who fails to make such bid within the statutory time 
limit cannot, as long as the mandatory bid requirement remains in force, vote for his shares or exercise any rights of 
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share ownership, unless a majority of the remaining shareholders approve. However, such shareholder retains the 
right to receive dividends and preferential rights in the event of a share capital increase. In addition, Oslo Børs may 
impose a daily fine upon a shareholder who fails to make the required offer. 

10.12 Compulsory acquisition rules 

A shareholder who, directly or via subsidiaries, acquires shares representing more than 90 per cent of the total 
number of issued shares as well as more than 90 per cent of the total voting rights of a company has the right (and 
each remaining minority shareholder of that company would have the right to require the majority shareholder) to 
effect a compulsory acquisition of any shares not already owned by the majority shareholder. A compulsory 
acquisition results in the majority shareholder becoming the owner of the shares of the minority shareholders with 
immediate effect. 

A majority shareholder who effects a compulsory acquisition is required to offer the minority shareholders a specific 
price per share and to pay the consideration offered to a separate bank account for the benefit of the minority 
shareholders. The determination of the offer price is at the discretion of the majority shareholder. Should any 
minority shareholder not accept the offered price, such minority shareholder may, within a specified period of not 
less than two months, request that the price be set by the Norwegian courts. The cost of such court procedure would 
normally be charged to the account of the majority shareholder, and the courts would have full discretion in 
determining the consideration due to the minority shareholder as a result of the compulsory acquisition. 

10.13 Disclosure of Acquisitions and Disposals 

Under the Securities Trading Act, a person, entity or group acting in concert that acquires or disposes of shares, 
options for shares or other rights to shares resulting in its beneficial ownership, directly or indirectly, in the 
aggregate, reaching, exceeding or falling below the respective thresholds of 1/20, 1/10, 1/5, 1/3, 1/2, 2/3 or 9/10 of 
the share capital has an obligation to notify Oslo Børs immediately.  
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11 Legal Matters

11.1 General

Except from the description below in 11.2, the Company and the Group has no knowledge of any other legal or 
arbitration proceedings pending or threatened towards the Company. 

11.2 Legal and arbitration proceedings 

The Company and its subsidiary will from time to time be involved in disputes in the ordinary course of its business 
activities. The Company has not been involved in any governmental, legal or arbitration proceedings during the last 
twelve months and is not aware of any ongoing or threatened governmental, legal or arbitration proceedings that 
may be expected to have a material negative impact on the InterOil Group, except for a process with the previous 
CEO of MIPI; Rudolph Berends as described below.  

Mr. Rudolph Berends instituted legal proceedings in November 2005 in London claiming loss and damages in the 
size of minimum EUR 2,700,899 relating to an allegedly invalid termination by the Company of a Management 
Services Agreement with Berends. InterOil is of the opinion that no contract was ever entered into. These matters are 
always complex and hence a provision to cover a final settlement amounting to USD 100 000 has been set aside in 
the financial statements as of 31 December 2005.
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12 Tax Issues
Set out below is a summary of certain Norwegian tax considerations relevant to the purchase, holding and disposal 

of shares by shareholders that are residents of Norway for Norwegian tax purposes (“resident shareholders”) and 
shareholders that are not resident in Norway for such purposes (“non-resident shareholders”).  

The summary is based on Norwegian laws, rules and regulations applicable at the date of this Prospectus, and does 

not address foreign tax laws. Norwegian laws, rules and regulations are subject to change, possibly on a retroactive 
basis. The summary is of a general nature and does not purport to be a comprehensive description of all the tax 

considerations that may be relevant to the Investors. Investors who wish to clarify their own tax situation should 

consult with and rely upon their own tax advisers. Investors resident in jurisdictions other than Norway should 
consult with and rely upon local tax advisors as regards the tax position in the country of residence.

12.1 Resident shareholders 

This section summarizes Norwegian tax rules relevant to shareholders that are residents of Norway for Norwegian 
tax purposes. 

12.1.1 Taxation of dividends 

Resident corporate shareholders (i.e. limited liability companies and similar entities) are exempt from tax on 
dividends received on shares in Norwegian limited liability companies and similar entities. 

Dividends distributed to resident individual shareholders are taxable as general income at a flat rate of 28% to the 
extent the dividends exceed a calculated tax-free allowance. The allowance is calculated separately for each share as 
the tax purchase price of the share (adjusted for any RISK-amounts up to 1 January 2006) multiplied with a 
determined risk-free interest rate, which will be based on the effective rate after tax of interest on treasury bills 
(Norwegian: statskasseveksler) with three months maturity. The part of the allowance one year exceeding the 
dividend distributed on the share the same year (“unused allowance”) will be added to the tax purchase price of the 
share and be included in the basis for calculating the allowance the next year, and may also be carried forward and 
set off against future dividends received on, and against gains upon the realization of, the same share. 

12.1.2 Taxation of capital gains upon the realization of shares 

Resident corporate shareholders are exempt from tax on capital gains upon the realization of shares in Norwegian 
limited liability companies and similar entities. Losses upon the realization and costs incurred in connection with the 
acquisition and realization of such shares are not deductible for tax purposes. 

Resident individual shareholders are subject to taxation in Norway on capital gains upon the realization of shares, 
and have a corresponding right to deduct losses which arise upon such realization. The tax liability applies 
irrespective of time of ownership and the number of shares realized. Gains are taxable as, and losses may be 
deducted from, general income in the year of realization. The tax rate for general income is currently 28%. 

The taxable gain / deductible loss is calculated per share as the consideration received by the realization less the tax 
purchase price of the share (adjusted for any RISK-amounts up to 1 January 2006). Any unused allowance on a share 
(see above) may be set off against gains upon the realization of the same share, but this may not lead to or increase a 
deductible loss, i.e. any unused allowance exceeding the capital gain upon the realization of a share will be annulled. 

If shares acquired at different times are realized, the shareholder must apply a “first-in first-out” (FIFO) principle 
when calculating the gain or loss, i.e. the shares that were first acquired will be deemed as first sold. 

Costs incurred in connection with the acquisition and realization of shares may be deducted from the resident 
individual shareholders’ general income in the year of realization. 

12.1.3 Net Wealth Tax 

 Resident corporate shareholders are exempt from Norwegian net wealth tax.  

For other resident shareholders, shares will form part of their capital and be subject to net wealth taxation by the 
state and the local municipality. With effect as from the income year 2006, listed shares are valued at 80% of their 
quoted value on 1 January in the assessment year. The maximum combined state and municipal rate of the wealth 
tax is 1.1%. 

12.2 Non-resident shareholders

This Section summarizes Norwegian tax rules relevant to non-resident shareholders. Non-resident shareholders’ tax 
liabilities in their home country or other countries will depend on tax rules applicable in the relevant country. 
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12.2.1 Taxation of dividends 

Dividends paid by Norwegian limited liability companies and similar entities to non-resident shareholders, both 
corporate and individual, are subject to withholding tax in Norway at a flat rate of 25%, unless otherwise provided 
for in an applicable income tax treaty or the recipient is covered by the specific regulations for shareholders resident 
within the EEA (see below). Norway has entered into income tax treaties with more than 80 countries, and in most 
of the treaties the withholding tax rate is reduced to 15%. The shareholder’s home country will normally give credit 
for the Norwegian withholding tax imposed on the dividends. 

Non-resident corporate shareholders who are tax resident within the EEA are exempt from Norwegian withholding 
tax on dividends distributed from Norwegian limited liability companies and similar entities, provided that the 
shareholder is the beneficial owner of the dividends. 

Non-resident individual shareholders who are tax resident within the EEA are subject to Norwegian withholding tax 
on dividends received from Norwegian companies at the regular rate or at a reduced rate determined in an applicable 
tax treaty. However, such shareholders may apply individually to the tax authorities for a refund of an amount corre-
sponding to the calculated tax-free allowance on each individual share (see above). In contrast to resident individual 
shareholders, the authorities have stated that non-resident individual shareholders resident within the EEA may not 
carry forward any unused allowance. 

In accordance with the present administrative system in Norway, a distributing company will normally deduct 
withholding tax at the applicable reduced rate when dividends are paid directly to an eligible non-resident 
shareholder based on information registered with the VPS (the Norwegian Central Securities Depository) as to the 
tax residence of the non-resident shareholder. Dividends paid to non-resident shareholders in respect of nominee 
registered shares are not eligible for reduced treaty-rate withholding at the time of payment unless the nominee, by 
agreeing to provide certain information regarding beneficial owners, has obtained approval for reduced treaty-rate 
withholding from the Central Office for Foreign Tax Affairs (Sentralskattekontoret for utenlandssaker). 

Non-resident shareholders who have suffered a higher withholding tax than set out by an applicable tax treaty may 
apply to the Norwegian tax authorities for a refund of the excess withholding tax deducted. 

Non-resident shareholders should consult their own advisers regarding the availability of treaty benefits in respect of 
dividend payments including the ability to effectively claim refunds of over-withheld amounts. 

12.2.2 Taxation of capital gains upon the realization of shares 

 Capital gains upon the realization of shares in Norwegian companies by non-resident corporate shareholders are 
not subject to taxation in Norway. 

For non-resident individual shareholders, capital gains upon the realization of shares will be subject to taxation in 
Norway if the shareholding is effectively connected with a business which the shareholder takes part in or carries out 
in Norway.  

If a non-resident individual shareholder has been a resident of Norway for tax purposes and has realized shares less 
than five calendar years after termination of the tax residency in Norway, the latent capital gain on the shares at the 
time of such termination will be subject to taxation in Norway, provided that such latent capital gain on the 
shareholder’s total shareholding exceeds the tax-free allowance.  

12.2.3 Net Wealth Tax

 Non-resident shareholders are not liable to pay net wealth tax in Norway on shares in Norwegian companies unless 
the shareholder is an individual and the shareholding is effectively connected with a business which the shareholder 
takes part in or carries out in Norway. 

12.3 Resident and non-resident shareholders 

12.3.1 Duties on the transfer of shares 

No stamp or similar duties are currently imposed in Norway on the transfer or issuance of shares in Norwegian 
companies. 

12.3.2 Inheritance tax 

When shares are transferred either through inheritance or as a gift, such transfer may give rise to inheritance or gift 
tax in Norway if the decedent, at the time of death, or the donor, at the time of the gift, is a resident or citizen of 
Norway, or if the shares are effectively connected with a business carried out through a permanent establishment in 
Norway. However, in the case of inheritance tax, if the decedent was a citizen but not a resident of Norway, 
Norwegian inheritance tax will not be levied if inheritance tax or a similar tax is levied by the decedent’s country of 
residence. 
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In the case of listed shares, the basis for the tax calculation is the market value of the shares.  
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13 Definitions and Glossary
The following definitions and glossary apply in this Prospectus unless dictated otherwise by the context, including 

the foregoing pages of this Prospectus. 

13.1 Definitions

Board:..........................................  The Board of Directors of InterOil Exploration and Production ASA. 

Company:....................................  InterOil Exploration and Production ASA or when the context so requires, the 
InterOil Group. 

IFRS:...........................................  International Financing Reporting Standards, issued by the International 
Financial Reporting Interpretations Committee (IFRIC) (formerly, the ”Standing 
Interpretations Committee” (SIC)). 

Group or InterOil Group: ............  InterOil Exploration and Production ASA together with its subsidiaries.  

InterOil:.......................................  InterOil Exploration and Production ASA or when the context so requires, the 
Company Group. 

Listing: ........................................  The Listing of the Company’s shares on Oslo Børs. 

Manager: .....................................  Pareto Securities ASA. 

MIPI:...........................................  Mercantile International Petroleum Inc. 

NOK:...........................................  Norwegian Kroner, the lawful currency of the Kingdom of Norway. 

Norwegian Public Limited 
Companies Act:...........................  

The Norwegian Public Limited Companies Act of 13 June 1997 no. 45 
(“Allmennaksjeloven”). 

Norwegian Securities Trading 
Act:..............................................  The Securities Trading Act of 19 June 1997 no. 79 (“Verdipapirhandelloven”). 

Norwegian Stock Exchange 
Regulations: ................................  The Stock Exchange Regulations of 17 January 1994 no. 30, last amended by 

Regulation of 9 December 2005 nr. 1427 (“Børsforskriften”). 

Oslo Børs: ...................................  Oslo Børs ASA (translated “the Oslo Stock Exchange”). 

Prospectus: ..................................  This Prospectus dated 17 July 2006 prepared in connection with the Listing of 
the Company’s shares on Oslo Børs. 

Share(s): ......................................  “Shares” means common shares in the capital of InterOil and “Share” means any 
one of them. 

TCW: ..........................................  Trust Company of the West Asset Management Company. 

TCW Loan: ................................  The 9% secured loan of USD 42 million, granted by TCW, with maturity in 
October 2012. 

TNOK: ........................................  NOK 1,000. 

USD: ...........................................  United States Dollars. 

VPS: ............................................  Verdipapirsentralen (Norwegian Central Securities Depository), which organizes
the Norwegian paperless securities registration system. 
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13.2 Glossary of Terms 

Acre:............................................  4047 square meters.  

Barrel: .........................................  159 litres, a measuring unit for volume.  

Bbl:..............................................  Barrels of oil. 

Bboe:...........................................  Billion barrels of oil equivalent. 

Boe:.............................................  Barrel of oil equivalent, a measuring unit for oil and natural gas. 

Boepd:.........................................  Barrels of oil equivalent per day. 

BOPD:.........................................  Barrels of oil per day. 

E&P:............................................  Exploration and Production. 

Ft: ................................................  Feet (1 feet = 0.3048 metres). 

GAAP: ........................................  Generally Accepted Accounting Principles. 

IEA:.............................................  International Energy Agency. 

IFRS:...........................................  
International Financial Reporting Standards and International Accounting 
Standards. 

KBbl:...........................................  Thousand Barrels per day. 

MOU: ..........................................  Memoranda of Understanding. 

OPEC: .........................................  Organisation of Petroleum Exporting Countries. 

Probable Reserves: .....................  As approved by the Society of Petroleum Engineers (SPE) and the World 
Petroleum Congress (WPC) in March 1997, probable reserves are those 
unproved reserves which analysis of geological and engineering data suggests 
are more likely than not to be recoverable. In this context, when probabilistic 
methods are used, there should be at least a 50% probability that the quantities 
actually recovered will equal or exceed the sum of estimated proved plus 
probable reserves. 

Prospective Resources: ..............  As approved by the Society of Petroleum Engineers (SPE), the World Petroleum 
Congress “(WPC)” and the American Association of Petroleum Geologists 
(AAPG), prospective resources are those quantities of petroleum, which are 
estimated, on a given date, to be potentially recoverable from undiscovered 
accumulations. 

Proven Reserves: ........................  As approved by the Society of Petroleum Engineers (SPE) and the World 
Petroleum Congress (WPC) in March 1997, proved reserves are those quantities 
of petroleum which, by analysis of geological and engineering data, can be 
estimated with reasonable certainty to be commercially recoverable, from a 
given date forward, from known reservoirs and under current economic 
conditions, operating methods and government regulations. If deterministic 
methods are used, the term reasonable certainty is intended to express a high 
decree of confidence that the quantities will be recovered. If probabilistic 
methods are used, there should be at least a 90% probability that the quantities 
actually recovered will equal or exceed the estimate. 

PSA: ............................................  Production Sharing Agreement. 

WTI:............................................  West Texas Intermediate crude. 

2P: ...............................................  Proven and Probable reserves. 
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14 Appendices and documents on display

14.1 Appendices

Appendix 1: Articles of Association for InterOil.......................................................................................................A 1 

Appendix 2: Annual Report for 2005.........................................................................................................................A 2 

Appendix 3: Condensed Consolidated Interim Financial Information for the first quarter 2006.............................A 32 

Appendix 4: Auditors statement on review of pro forma adjustments.....................................................................A 35 

Appendix 5: Annual Report 2004 for Mercantile International Petroleum Inc........................................................A 36 

Appendix 6: Annual Report 2003 for Mercantile International Petroleum Inc........................................................A 44 

14.2 Documents on display  

Copies of the following documents will during the life of this Prospectus be available for inspection at any time 
during normal business hours on any business day free of charge at the registered office of the Company and may 
also be inspected at www.interoil.no:

i. the articles of associations of the Company; 

ii. first quarter report for 2006, 

iii. historical financial information including auditor’s report for the financial years ending 31 December 2005,  

iv. historical financial information for Mercantile International Petroleum Inc. for 2004 and 2003, 

v. stock exchange notices, including quarterly reports, distributed by the Company through Oslo Børs’ 
information system at www.newsweb.no.
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Appendix 1: Articles of Association
4

ARTICLES OF ASSOCIATION 

FOR

INTEROIL EXPLORATION AND PRODUCTION ASA
(as per extraordinary general meeting on 29 June 2006) 

§ 1 

The Company’s name is InterOil Exploration and Production ASA. The Company is a public limited company. 

§ 2 

The Company’s business office is in the municipality of Bærum. 

§ 3 

The Company’s business activity shall comprise activities such as exploration, development, production, purchase and 
sale of oil and natural gas deposits and production licences, as well as any activities related thereto, including 
investments in equal and similar enterprises. 

§ 4 

The Company’s share capital is NOK 1,062,250 divided into 21,245,000 shares each of a nominal value of NOK 0.05. 
The shares shall be registered in the Securities Registry (“Verdipapirsentralen”). 

§ 5 

The Company’s board shall consist of a minimum of one and a maximum of seven directors. The Chairman of the 
Board shall have the signing authority of the Company. 

§ 6 

Shareholders or their representatives wishing to attend and vote at the General Meeting must inform the Company of 
this four days prior to the General Meeting. 

§ 7 

The Company shall have a Nomination Committee, elected by the General Meeting. The Nomination Committee shall 

make recommendations to the General Meeting regarding the election of members to the Board of Directors. The 

Chairman of the Board of Directors shall, without having any voting right, be summoned to at least one meeting with 

the Nomination Committee before the Committee gives its final recommendation. 

The Nomination Committee shall consist of two members who shall be shareholders or representatives of shareholders, 
and who shall be independent of the Board of Directors and the operational management. The members of the 
Nomination Committee shall be elected for periods of two years. 

§ 8 

The annual general meeting shall discuss and resolve the following matters: 

1. Approval of the annual accounts and the annual report, including distribution of dividend. 

2. Any other matters which according to law or the Articles of Association fall within the scope of the general 
meeting. 

***** 

                                                          

4 Unofficial translation from Norwegian 
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m
ar

ke
t 

ris
k,

 in
cl

ud
in

g 
se

ns
iti

vi
ty

 a
na

ly
si

s 
to

 m
ar

ke
t 

ris
k.

 It
 r

ep
la

ce
s 

IA
S

 3
0

, 
D

is
cl

os
ur

es
 in

 t
he

 F
in

an
ci

al
 S

ta
te

-

m
en

ts
 o

f 
B

an
ks

 a
nd

 S
im

ila
r 

Fi
na

nc
ia

l I
ns

tit
ut

io
ns

, 
an

d 

di
sc

lo
su

re
 r

eq
ui

re
m

en
ts

 in
 IA

S
 3

2
, 

Fi
na

nc
ia

l I
ns

tr
um

en
ts

: 

D
is

cl
os

ur
e 

an
d 

P
re

se
nt

at
io

n.
 It

 is
 a

pp
lic

ab
le

 t
o 

al
l e

nt
iti

es
 

th
at

 r
ep

or
t 

un
de

r 
IF

R
S

. 
Th

e 
am

en
dm

en
t 

to
 IA

S
 1

 in
tr

o-

du
ce

s 
di

sc
lo

su
re

s 
ab

ou
t 

th
e 

le
ve

l o
f 

an
 e

nt
ity

’s
 c

ap
ita

l a
nd

 

ho
w

 it
 m

an
ag

es
 c

ap
ita

l. 
Th

e 
G

ro
up

 a
ss

es
se

d 
th

e 
im

pa
ct

 

of
 IF

R
S

 7
 a

nd
 t

he
 a

m
en

dm
en

t 
to

 IA
S

 1
 a

nd
 c

on
cl

ud
ed

 

th
at

 t
he

 m
ai

n 
ad

di
tio

na
l d

is
cl

os
ur

es
 w

ill
 b

e 
th

e 
se

ns
iti

vi
ty

 

an
al

ys
is

 t
o 

m
ar

ke
t 

ris
k 

an
d 

th
e 

ca
pi

ta
l d

is
cl

os
ur

es
 r

eq
ui

re
d 

by
 t

he
 a

m
en

dm
en

t 
of

 IA
S

 1
. 

Th
e 

G
ro

up
 w

ill
 a

pp
ly

 IF
R

S
 7

 

an
d 

th
e 

am
en

dm
en

t 
to

 IA
S

 1
 f

ro
m

 a
nn

ua
l p

er
io

ds
 b

eg
in

-

ni
ng

 1
 Ja

nu
ar

y 
2

0
0

7.
 

IF
R

IC
 4

, 
D

et
er

m
in

in
g 

w
he

th
er

 a
n 

A
rr

an
ge

m
en

t 
co

nt
ai

ns
 

a 
Le

as
e 

(e
ff

ec
ti

ve
 f

ro
m

 1
 J
an

ua
ry

 2
0

0
6

) 
 

IF
R

IC
 4

 r
eq

ui
re

s 
th

e 
de

te
rm

in
at

io
n 

of
 w

he
th

er
 a

n 
ar

ra
ng

e-

m
en

t 
co

nt
ai

ns
 a

 le
as

e 
to

 b
e

ba
se

d 
on

 t
he

 s
ub

st
an

ce
 o

f 
th

e 

ar
ra

ng
em

en
t.

 It
 r

eq
ui

re
s 

an
 a

ss
es

sm
en

t 
of

 w
he

th
er

: 
(a

) 

fu
lfi

lm
en

t 
of

 t
he

 a
rr

an
ge

m
en

t 
is

 d
ep

en
de

nt
 o

n 
th

e 
us

e 
of

 

a 
sp

ec
ifi

c 
as

se
t 

or
 a

ss
et

s 
(t

he
 a

ss
et

);
 a

nd
 (b

) t
he

 a
rr

an
ge

-

m
en

t 
co

nv
ey

s 
a 

rig
ht

 t
o 

us
e 

th
e 

as
se

t.
 M

an
ag

em
en

t 
ha

s 

as
se

ss
ed

 t
he

 im
pa

ct
 o

f 
IF

R
IC

 4
 o

n 
th

e 
G

ro
up

’s
 o

pe
ra

tio
ns

 

an
d 

co
nc

lu
de

d 
th

at
 it

 is
 c

ur
re

nt
ly

 n
ot

 r
el

ev
an

t.

IF
R

IC
 5

, 
R

ig
ht

s 
to

 I
nt

er
es

ts
 a

ri
si

ng
 f

ro
m

 D
ec

om
m

is
-

si
on

in
g,

 R
es

to
ra

ti
on

 a
nd

 E
nv

ir
on

m
en

ta
l 
R

eh
ab

ili
ta

ti
on

 

Fu
nd

s 
(e

ff
ec

ti
ve

 f
ro

m
 1

 J
an

ua
ry

 2
0

0
6

).
 

Th
e 

G
ro

up
 b

el
ie

ve
s 

th
at

 t
hi

s 
am

en
dm

en
t 

is
 n

ot
 c

ur
re

nt
ly

 

ap
pl

ic
ab

le
. 

2
.2

C
on

so
li

da
ti

on
S

ub
si

di
ar

ie
s

S
ub

si
di

ar
ie

s 
ar

e 
al

l e
nt

iti
es

 o
ve

r 
w

hi
ch

 t
he

 G
ro

up
 t

ha
t 

ha
s 

th
e 

po
w

er
 t

o 
go

ve
rn

 t
he

 fi
na

nc
ia

l a
nd

 o
pe

ra
tin

g 
po

lic
ie

s,
 

ge
ne

ra
lly

 a
cc

om
pa

ny
in

g 
a 

sh
ar

eh
ol

di
ng

 o
f 

m
or

e 
th

an
 o

ne
 

ha
lf

 o
f 

th
e 

vo
tin

g 
rig

ht
s.

 S
ub

si
di

ar
ie

s 
ar

e 
fu

lly
 c

on
so

li-

da
te

d 
fr

om
 t

he
 d

at
e 

on
 w

hi
ch

 c
on

tr
ol

 is
 t

ra
ns

fe
rr

ed
 t

o 
th

e 

G
ro

up
. 

Th
ey

 a
re

 d
e-

co
ns

ol
id

at
ed

 f
ro

m
 t

he
 d

at
e 

th
at

 c
on

tr
ol

 

ce
as

es
. 

A
ll 

su
bs

id
ia

rie
s 

ha
ve

 b
ee

n 
in

ce
pt

ed
 b

y 
th

e 
pa

re
nt

 

co
m

pa
ny

.

Th
e 

pu
rc

ha
se

 m
et

ho
d 

of
 a

cc
ou

nt
in

g 
is

 u
se

d 
to

 a
cc

ou
nt

 f
or

 

th
e 

ac
qu

is
iti

on
 o

f 
su

bs
id

ia
rie

s 
by

 t
he

 G
ro

up
. 

Th
e 

co
st

 o
f 

an
 a

cq
ui

si
tio

n 
is

 m
ea

su
re

d 
as

 t
he

 f
ai

r 
va

lu
e 

of
 t

he
 a

ss
et

s 

gi
ve

n,
 e

qu
ity

 in
st

ru
m

en
ts

 is
su

ed
 a

nd
 li

ab
ili

tie
s 

in
cu

rr
ed

 

or
 a

ss
um

ed
 a

t 
th

e 
da

te
 o

f 
ex

ch
an

ge
, 

pl
us

 c
os

ts
 d

ire
ct

ly
 

at
tr

ib
ut

ab
le

 t
o 

th
e 

ac
qu

is
iti

on
. 

Id
en

ti
fia

bl
e 

as
se

ts
 a

cq
ui

re
d 

an
d 

lia
bi

lit
ie

s 
an

d 
co

nt
in

ge
nt

 li
ab

ili
tie

s 
as

su
m

ed
 in

 a
 b

us
i-

ne
ss

 c
om

bi
na

tio
n 

ar
e 

m
ea

su
re

d 
in

iti
al

ly
 a

t 
th

ei
r 

fa
ir 

va
lu

es
 

at
 t

he
 a

cq
ui

si
tio

n 
da

te
, 

irr
es

pe
ct

iv
e 

of
 t

he
 e

xt
en

t 
of

 a
ny

 

m
in

or
ity

 in
te

re
st

. 
A

ny
 e

xc
es

s 
of

 t
he

 c
os

t 
of

 a
cq

ui
si

tio
n 

ov
er

 t
he

 f
ai

r 
va

lu
e 

of
 t

he
 G

ro
up

’s
 s

ha
re

 o
f 

th
e 

id
en

ti
fia

bl
e 

ne
t 

as
se

ts
 a

cq
ui

re
d 

is
 r

ec
or

de
d 

as
 g

oo
dw

ill
 if

 a
pp

lic
ab

le
. 

 

In
te

r-
co

m
pa

ny
 t

ra
ns

ac
tio

ns
, 

ba
la

nc
es

 a
nd

 u
nr

ea
lis

ed
 g

ai
ns

 

on
 t

ra
ns

ac
tio

ns
 b

et
w

ee
n 

gr
ou

p 
co

m
pa

ni
es

 a
re

 e
lim

in
at

ed
. 

U
nr

ea
lis

ed
 lo

ss
es

 a
re

 a
ls

o 
el

im
in

at
ed

 u
nl

es
s 

th
e 

tr
an

s-

ac
tio

n 
pr

ov
id

es
 e

vi
de

nc
e 

of
 a

n 
im

pa
irm

en
t 

of
 t

he
 a

ss
et

 

tr
an

sf
er

re
d.

 A
cc

ou
nt

in
g 

po
lic

ie
s 

of
 s

ub
si

di
ar

ie
s 

ha
ve

 b
ee

n 

ch
an

ge
d 

w
he

re
 n

ec
es

sa
ry

 t
o 

en
su

re
 c

on
si

st
en

cy
 w

ith
 t

he
 

po
lic

ie
s 

ad
op

te
d 

by
 t

he
 G

ro
up

.

C
on

so
li

da
te

d
su

bs
id

ia
ri

es
C

on
so

lid
at

ed
 s

ub
si

di
ar

ie
s 

ar
e 

sp
ec

ifi
ed

 in
 n

ot
e 

2
6

. 

2
.3

S
eg

m
en

t
re

po
rt

in
g

A
 b

us
in

es
s 

se
gm

en
t 

is
 a

 g
ro

up
 o

f 
as

se
ts

 a
nd

 o
pe

ra
tio

ns
 

en
ga

ge
d 

in
 p

ro
vi

di
ng

 p
ro

du
ct

s 
or

 s
er

vi
ce

s 
th

at
 a

re
 s

ub
je

ct
 

to
 r

is
ks

 a
nd

 r
et

ur
ns

 t
ha

t 
ar

e 
di

ff
er

en
t 

fr
om

 t
ho

se
 o

f 
ot

he
r 

bu
si

ne
ss

 s
eg

m
en

ts
. 

A
 g

eo
gr

ap
hi

ca
l s

eg
m

en
t 

is
 e

ng
ag

ed
 in

 

pr
ov

id
in

g 
pr

od
uc

ts
 o

r 
se

rv
ic

es
 w

ith
in

 a
 p

ar
tic

ul
ar

 e
co

no
m

ic
 

en
vi

ro
nm

en
t 

th
at

 is
 s

ub
je

ct
 t

o 
ris

ks
 a

nd
 r

et
ur

ns
 t

ha
t 

ar
e 

di
ff

er
en

t 
fr

om
 t

ho
se

 o
f 

se
gm

en
ts

 o
pe

ra
tin

g 
in

 o
th

er
 e

co
-

no
m

ic
 e

nv
iro

nm
en

ts
. 

2
.4

Fo
re

ig
n

cu
rr

en
cy

tr
an

sl
at

io
n

(a
)

F
un

ct
io

na
l

an
d

pr
es

en
ta

ti
on

cu
rr

en
cy

It
em

s 
in

cl
ud

ed
 in

 t
he

 fi
na

nc
ia

l s
ta

te
m

en
ts

 o
f 

ea
ch

 o
f 

th
e 

G
ro

up
’s

 e
nt

iti
es

 a
re

 m
ea

su
re

d 
us

in
g 

th
e 

cu
rr

en
cy

 o
f 

th
e 

pr
im

ar
y 

ec
on

om
ic

 e
nv

iro
nm

en
t 

in
 w

hi
ch

 t
he

 e
nt

ity
 o

pe
r-

at
es

 (‘
th

e 
fu

nc
tio

na
l c

ur
re

nc
y’

).
 T

he
 c

on
so

lid
at

ed
 fi

na
nc

ia
l 

st
at

em
en

ts
 a

re
 p

re
se

nt
ed

 in
 U

S
D

, 
w

hi
ch

 is
 t

he
 f

un
ct

io
na

l 

cu
rr

en
cy

 f
or

 t
he

 p
ar

en
t 

co
m

pa
ny

 a
nd

 a
ll 

su
bs

id
ia

rie
s 

an
d 

th
e 

pr
es

en
ta

tio
n 

cu
rr

en
cy

 f
or

 t
he

 G
ro

up
. 

(b
)

Tr
an

sa
ct

io
ns

an
d

ba
la

nc
es

Fo
re

ig
n 

cu
rr

en
cy

 t
ra

ns
ac

tio
ns

 a
re

 t
ra

ns
la

te
d 

in
to

 t
he

 

fu
nc

tio
na

l c
ur

re
nc

y 
us

in
g 

th
e 

ex
ch

an
ge

 r
at

es
 p

re
va

ili
ng

 

at
 t

he
 d

at
es

 o
f 

th
e 

tr
an

sa
ct

io
ns

. 
Fo

re
ig

n 
ex

ch
an

ge
 g

ai
ns

 

an
d 

lo
ss

es
 r

es
ul

tin
g 

fr
om

 t
he

 s
et

tl
em

en
t 

of
 s

uc
h 

tr
an

sa
c-

tio
ns

 a
nd

 f
ro

m
 t

he
 t

ra
ns

la
tio

n 
at

 y
ea

r-
en

d 
ex

ch
an

ge
 r

at
es

 

of
 m

on
et

ar
y 

as
se

ts
 a

nd
 li

ab
ili

tie
s 

de
no

m
in

at
ed

 in
 f

or
ei

gn
 

cu
rr

en
ci

es
 a

re
 r

ec
og

ni
se

d 
in

 t
he

 in
co

m
e 

st
at

em
en

t.
 

2
.5

E
xp

lo
ra

ti
on

an
d

pr
od

uc
ti

on
ri

gh
ts

as
se

ts
O

il 
ex

pl
or

at
io

n 
ex

pe
nd

it
ur

es
 a

re
 a

cc
ou

nt
ed

 f
or

 u
si

ng
 

th
e 

su
cc

es
sf

ul
 e

ff
or

ts
 m

et
ho

d 
of

 a
cc

ou
nt

in
g.

 C
os

ts
 a

re
 

ac
cu

m
ul

at
ed

 o
n 

a 
fie

ld
-b

y-
fie

ld
 b

as
is

. 
G

eo
lo

gi
ca

l a
nd

 

ge
op

hy
si

ca
l c

os
ts

 a
re

 e
xp

en
se

d 
as

 in
cu

rr
ed

. 
C

os
ts

 d
ire

ct
ly

 

as
so

ci
at

ed
 w

ith
 a

n 
ex

pl
or

at
io

n 
w

el
l, 

an
d 

ex
pl

or
at

io
n 

an
d 

pr
op

er
ty

 le
as

eh
ol

d 
ac

qu
is

iti
on

 c
os

ts
, 

ar
e 

ca
pi

ta
lis

ed
 u

nt
il 

th
e 

de
te

rm
in

at
io

n 
of

 r
es

er
ve

s 
is

 e
va

lu
at

ed
. 

If
 t

he
 c

om
-

m
er

ci
al

 d
is

co
ve

ry
 h

as
 n

ot
 b

ee
n 

ac
hi

ev
ed

, 
th

es
e 

co
st

s 
ar

e 

ch
ar

ge
d 

to
 e

xp
en

se
. 

C
ap

ita
lis

at
io

n 
is

 m
ad

e 
w

ith
in

 p
ro

pe
rt

y,
 p

la
nt

 a
nd

 e
qu

ip
-

m
en

t 
ac

co
rd

in
g 

to
 t

he
 n

at
ur

e 
of

 t
he

 e
xp

en
di

tu
re

. 

O
nc

e 
co

m
m

er
ci

al
 r

es
er

ve
s 

ar
e 

fo
un

d,
 e

xp
lo

ra
tio

n 
an

d 

pr
od

uc
tio

n 
rig

ht
s 

as
se

ts
 a

re
 t

es
te

d 
fo

r 
im

pa
irm

en
t 

an
d 

tr
an

sf
er

re
d 

to
 d

ev
el

op
m

en
t 

as
se

ts
. 

N
o 

de
pr

ec
ia

tio
n 

an
d/

or
 

am
or

tis
at

io
n 

is
 c

ha
rg

ed
 d

ur
in

g 
th

e 
de

ve
lo

pe
m

en
t 

ph
as

e.

2
.6

D
ev

el
op

m
en

t
as

se
ts

E
xp

en
di

tu
re

 o
n 

th
e 

co
ns

tr
uc

tio
n,

 in
st

al
la

tio
n 

or
 c

om
pl

et
io

n 

of
 in

fr
as

tr
uc

tu
re

 f
ac

ili
tie

s 
su

ch
 a

s 
pr

od
uc

tio
n 

eq
ui

pm
en

t,
 

pi
pe

lin
es

 a
nd

 t
he

 d
ril

lin
g 

of
 c

om
m

er
ci

al
ly

 p
ro

ve
n 

de
ve

lo
p-

m
en

t 
w

el
ls

 is
 c

ap
ita

lis
ed

 w
ith

in
 t

an
gi

bl
e 

as
se

ts
. 

W
he

n 
de

-

ve
lo

pm
en

t 
is

 c
om

pl
et

ed
 o

n 
a 

sp
ec

ifi
c 

fie
ld

, 
it 

is
 t

ra
ns

fe
rr

ed
 

to
 p

ro
du

ct
io

n 
as

se
ts

. 
N

o 
de

pr
ec

ia
tio

n 
an

d/
or

 a
m

or
tis

at
io

n 

is
 c

ha
rg

ed
 d

ur
in

g 
th

e 
ex

pl
or

at
io

n 
ph

as
e.

 

2
.7

O
il

pr
od

uc
ti

on
as

se
ts

O
il 

pr
od

uc
tio

n 
as

se
ts

 a
re

 a
gg

re
ga

te
d 

ex
pl

or
at

io
n,

 p
ro

du
c-

tio
n 

rig
ht

s 
as

se
ts

 a
nd

 d
ev

el
op

m
en

t 
ex

pe
nd

it
ur

es
 a

ss
oc

i-

at
ed

 w
ith

 t
he

 p
ro

du
ct

io
n 

of
 p

ro
ve

d 
re

se
rv

es
. 

Fu
rt

he
rm

or
e,

 

th
e 

oi
l p

ro
du

ct
io

n 
as

se
ts

 in
cl

ud
e 

pr
op

er
ty

 le
as

eh
ol

d 
ac

qu
i-

si
tio

n 
co

st
s 

di
re

ct
ly

 a
tt

rib
ut

ab
le

 t
o 

pr
od

uc
tio

n 
as

se
ts

. 

2
.8

D
ep

re
ci

at
io

n
an

d
am

or
ti

sa
ti

on
O

il 
as

se
ts

 t
ha

t 
ar

e 
pu

rc
ha

se
d 

ar
e 

de
pr

ec
ia

te
d 

an
d 

am
or

-

tis
ed

 u
si

ng
 t

he
 u

ni
t-

of
-p

ro
du

ct
io

n 
m

et
ho

d 
ba

se
d 

on
 p

ro
ve

d 

re
se

rv
es

. 
E

xp
lo

ra
tio

n 
an

d 
de

ve
lo

pm
en

t 
as

se
ts

 t
ra

ns
fe

rr
ed

 

to
 p

ro
du

ct
io

n 
as

se
ts

 a
re

 d
ep

re
ci

at
ed

 a
nd

 a
m

or
tis

ed
 u

si
ng

 

th
e 

un
it 

of
 p

ro
du

ct
io

n 
m

et
ho

d 
ba

se
d 

on
 p

ro
ve

d 
de

ve
lo

pe
d 

re
se

rv
es

, 
 w

hi
ch

 a
re

 o
il 

m
in

er
al

 r
es

er
ve

s 
es

tim
at

ed
 t

o 
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 is

 m
or

e 
lik

el
y 

th
an

 n
ot

 t
ha

t 
an

 

ou
tfl

ow
 o

f 
re

so
ur

ce
s 

w
ill

 b
e 

re
qu

ire
d 

to
 s

et
tl

e 
th

e 
ob

lig
a-

tio
n 

an
d 

th
e 

am
ou

nt
 h

as
 b

ee
n 

re
lia

bl
y 

es
tim

at
ed

. 

P
ro

vi
si

on
s 

ar
e 

m
ea

su
re

d 
at

 t
he

 p
re

se
nt

 v
al

ue
 o

f 
th

e 
ex

-

pe
nd

it
ur

es
 e

xp
ec

te
d 

to
 b

e 
re

qu
ire

d 
to

 s
et

tl
e 

th
e 

ob
lig

at
io

n 

us
in

g 
a 

pr
e-

ta
x 

ra
te

 t
ha

t 
re

fle
ct

s 
cu

rr
en

t 
m

ar
ke

t 
as

se
ss

-

m
en

ts
 o

f 
th

e 
tim

e 
va

lu
e 

of
 m

on
ey

 a
nd

 t
he

 r
is

ks
 s

pe
ci

fic
 

to
 t

he
 o

bl
ig

at
io

n.
 T

he
 in

cr
ea

se
 in

 t
he

 p
ro

vi
si

on
 d

ue
 t

o 

pa
ss

ag
e 

of
 t

im
e 

is
 r

ec
og

ni
se

d 
as

 in
te

re
st

 e
xp

en
se

.

A
ba

nd
on

m
en

t 
an

d 
de

co
m

m
is

si
on

in
g 

lia
bi

lit
ie

s:

In
 a

cc
or

da
nc

e 
w

ith
 t

he
 t

er
m

s 
of

 t
he

 li
ce

ns
e 

co
nc

es
si

on
s 

fo
r 

lic
en

se
s 

w
he

re
 t

he
 G

ro
up

 h
as

 o
w

ne
rs

hi
p 

in
te

re
st

, 
th

e 
lo

ca
l 

au
th

or
iti

es
 m

ay
 in

st
ru

ct
 t

he
 li

ce
ns

e 
ho

ld
er

s 
to

 p
ar

tly
 o

r 

co
m

pl
et

el
y 

re
m

ov
e 

th
e 

fa
ci

lit
ie

s 
at

 t
he

 e
nd

 o
f 

pr
od

uc
tio

n 

or
 w

he
n 

th
e 

co
nc

es
si

on
 p

er
io

d 
ex

pi
re

s.
 U

po
n 

in
iti

al
 r

ec
og

-

ni
tio

n 
of

 a
 li

ab
ili

ty
, 

th
e 

co
m

pa
ny

 c
al

cu
la

te
s 

an
d 

re
co

rd
s 

th
e 

ne
t 

pr
es

en
t 

va
lu

e 
re

la
te

d 
to

 f
ut

ur
e 

ab
an

do
nm

en
t 

an
d 

de
-

co
m

m
is

si
on

in
g.

 T
he

 s
am

e 
am

ou
nt

 is
 c

ap
ita

lis
ed

 a
s 

pa
rt

 o
f 

th
e 

co
st

 p
ric

e 
of

 t
he

 a
ss

et
 a

nd
 d

ep
re

ci
at

ed
 u

si
ng

 t
he

 u
ni

t 

of
 p

ro
du

ct
io

n 
m

et
ho

d.
 T

he
 c

ha
ng

e 
in

 t
he

 t
im

e 
va

lu
e 

of
 t

he
 

lia
bi

lit
y 

re
la

te
d 

to
 t

he
 a

ba
nd

on
m

en
t 

an
d 

de
co

m
m

is
si

on
in

g 

is
 c

ha
rg

ed
 t

o 
ex

pe
ns

e 
as

 o
th

er
 e

xp
en

se
s 

an
d 

in
cr

ea
se

s 
th

e 

fu
tu

re
 li

ab
ili

ty
 r

el
at

ed
 t

o 
th

e 
ab

an
do

nm
en

t 
an

d 
de

co
m

m
is

-

si
on

in
g.

 A
ny

 c
ha

ng
e 

in
 t

he
 e

st
im

at
e 

re
la

te
d 

to
 e

xp
en

di
-

tu
re

s 
as

so
ci

at
ed

 w
ith

 a
ba

nd
on

m
en

t 
an

d 
de

co
m

m
is

si
on

-

in
g 

lia
bi

lit
ie

s 
ar

e 
ac

co
un

te
d 

fo
r 

pr
os

pe
ct

iv
el

y 
(r

em
ai

ni
ng

 

pr
od

uc
tio

n)
 b

as
ed

 o
n 

th
e 

un
it 

of
 p

ro
du

ct
io

n 
m

et
ho

d.
 

2
.2

0
R

ev
en

ue
re

co
g
ni

ti
on

S
al

es
 r

ev
en

ue
 r

el
at

ed
 t

o 
sa

le
 o

f 
oi

l i
s 

re
co

gn
is

ed
 w

he
n 

th
e 

ow
ne

rs
hi

p 
rig

ht
s 

ar
e 

tr
an

sf
er

re
d 

to
 t

he
 c

us
to

m
er

 a
t 

th
e 

tim
e 

of
 d

el
iv

er
y 

ba
se

d 
on

 c
on

tr
ac

tu
al

 t
er

m
s 

in
 t

he
 s

al
es

 

ag
re

em
en

ts
, 

i.e
. 

w
he

n 
de

liv
er

ie
s 

ar
e 

m
ad

e 
at

 a
 s

al
es

 

tr
an

sf
er

 p
oi

nt
. 

R
oy

al
ty

 p
ay

m
en

ts
 a

re
 e

xc
lu

de
d 

fr
om

 t
ot

al
 

sa
le

s 
re

po
rt

ed
 b

y 
th

e 
G

ro
up

. 
 

2
.2

1 
L
ea

se
s

Le
as

es
 in

 w
hi

ch
 a

 s
ig

ni
fic

an
t 

po
rt

io
n 

of
 t

he
 r

is
ks

 a
nd

 

re
w

ar
ds

 o
f 

ow
ne

rs
hi

p 
ar

e 
re

ta
in

ed
 b

y 
th

e 
le

ss
or

 a
re

 c
la

ss
i-

fie
d 

as
 o

pe
ra

tin
g 

le
as

es
. 

P
ay

m
en

ts
 m

ad
e 

un
de

r 
op

er
at

in
g 

le
as

es
 (n

et
 o

f 
an

y 
in

ce
nt

iv
es

 r
ec

ei
ve

d 
fr

om
 t

he
 le

ss
or

) a
re

 

ch
ar

ge
d 

to
 t

he
 in

co
m

e 
st

at
em

en
t 

on
 a

 s
tr

ai
gh

t-
lin

e 
ba

si
s 

ov
er

 t
he

 p
er

io
d 

of
 t

he
 le

as
e.

 

2
.2

2
 E

ar
ni

ng
s

pe
r

sh
ar

e
B

as
ic

 e
ar

ni
ng

s 
pe

r 
sh

ar
e 

ar
e 

ca
lc

ul
at

ed
 b

y 
di

vi
di

ng
 t

he
 

ne
t 

pr
ofi

t 
fo

r 
th

e 
pe

rio
d 

at
tr

ib
ut

ab
le

 t
o 

or
di

na
ry

 s
ha

re
ho

ld
-

er
s 

by
 t

he
 w

ei
gh

te
d 

av
er

ag
e 

nu
m

be
r 

of
 o

rd
in

ar
y 

sh
ar

es
 

ou
ts

ta
nd

in
g 

du
rin

g 
th

e 
pe

rio
d.

 

Fo
r 

th
e 

pu
rp

os
e 

of
 c

al
cu

la
tin

g 
di

lu
te

d 
ea

rn
in

gs
 p

er
 s

ha
re

, 

th
e 

ne
t 

pr
ofi

t 
at

tr
ib

ut
ab

le
 t

o 
or

di
na

ry
 s

ha
re

ho
ld

er
s 

an
d 

th
e 

w
ei

gh
te

d 
av

er
ag

e 
nu

m
be

r 
of

 s
ha

re
s 

ou
ts

ta
nd

in
g 

ar
e 

ad
ju

st
ed

 f
or

 t
he

 e
ff

ec
ts

 o
f 

al
l d

ilu
tiv

e 
po

te
nt

ia
l o

rd
in

ar
y 

sh
ar

es
 f

ro
m

 e
xe

rc
is

e 
of

 s
to

ck
 o

pt
io

ns
. 

S
to

ck
 o

pt
io

ns
 a

re
 

de
em

ed
 t

o 
ha

ve
 b

ee
n 

co
nv

er
te

d 
in

to
 o

rd
in

ar
y 

sh
ar

es
 o

n 

th
e 

da
te

 w
he

n 
th

e 
op

tio
ns

 w
er

e 
gr

an
te

d.
 W

he
n 

ne
t 

pr
ofi

t 

is
 n

eg
at

iv
e,

 t
he

 d
ilu

tiv
e 

in
st

ru
m

en
ts

 d
es

cr
ib

ed
 a

bo
ve

 

w
ill

 h
av

e 
an

 a
nt

i d
ilu

tiv
e 

ef
fe

ct
 w

he
n 

ca
lc

ul
at

in
g 

di
lu

tiv
e 

ea
rn

in
gs

 p
er

 s
ha

re
. 

3
.

F
in

a
n

ci
a
l

ri
sk

m
a
n

ag
e
m

e
n

t

Th
e 

G
ro

up
’s

 a
ct

iv
iti

es
 a

re
 e

xp
os

ed
 t

o 
ce

rt
ai

n 
fin

an
ci

al
 

ris
ks

: 
m

ar
ke

t 
ris

k,
 c

re
di

t 
ris

k,
 li

qu
id

ity
 r

is
k 

an
d 

in
te

re
st

 

ris
k.

 T
he

 G
ro

up
’s

 o
ve

ra
ll 

ris
k 

m
an

ag
em

en
t 

pl
an

 f
oc

us
es

 

on
 t

he
 u

np
re

di
ct

ab
ili

ty
 o

f 
fin

an
ci

al
 m

ar
ke

ts
 a

nd
 s

ee
ks

 t
o 

m
in

im
is

e 
po

te
nt

ia
l a

dv
er

se
 e

ff
ec

ts
 o

n 
th

e 
G

ro
up

’s
 fi

na
nc

ia
l 

pe
rf

or
m

an
ce

. 
R

is
k 

m
an

ag
em

en
t 

is
 c

ar
rie

d 
ou

t 
by

 t
he

 C
hi

ef
 

Fi
na

nc
ia

l O
ffi

ce
r. 

(a
)

M
ar

ke
t

ri
sk

Fo
re

ig
n 

ex
ch

an
ge

 r
is

k;
 T

he
 G

ro
up

 o
pe

ra
te

s 
in

te
rn

at
io

na
lly

 

an
d 

is
, 

to
 s

om
e 

ex
te

nt
, 

ex
po

se
d 

to
 f

or
ei

gn
 e

xc
ha

ng
e 

ris
k 

ar
is

in
g 

fr
om

 v
ar

io
us

 c
ur

re
nc

y 
ex

po
su

re
s,

 p
rim

ar
ily

 w
ith

 

re
sp

ec
t 

to
 t

he
 f

ol
lo

w
in

g 
cu

rr
en

ci
es

; 
U

S
D

, 
P

E
N

 a
nd

 C
O

P.
 

A
ll 

re
ve

nu
es

 a
re

 in
vo

ic
ed

 t
o 

th
e 

cu
st

om
er

s 
in

 U
S

D
, 

w
hi

le
 

op
er

at
in

g 
ex

pe
ns

es
 a

re
 m

os
tly

 d
en

om
in

at
ed

 in
 U

S
D

, 

N
O

K
, 

P
E

N
 a

nd
 C

O
P.

 F
or

ei
gn

 e
xc

ha
ng

e 
ris

k 
ar

is
es

 f
ro

m
 

fu
tu

re
 c

om
m

er
ci

al
 t

ra
ns

ac
tio

ns
, 

re
co

gn
is

ed
 a

ss
et

s 
an

d 

lia
bi

lit
ie

s 
an

d 
th

e 
in

ve
st

m
en

t 
of

 e
xc

es
s 

liq
ui

di
ty

. 
C

ur
re

nt
ly

,

th
e 

C
om

pa
ny

 u
se

s 
no

 d
er

iv
at

iv
e 

fin
an

ci
al

 in
st

ru
m

en
ts

 t
o 

he
dg

e 
th

e 
ab

ov
e 

m
en

tio
ne

d 
ris

k 
ex

po
su

re
s.

 

P
ric

e 
ris

k;
 T

he
 G

ro
up

 is
 e

xp
os

ed
 t

o 
ch

an
ge

s 
in

 o
il 

pr
ic

es
. 

C
ur

re
nt

ly
, 

th
e 

C
om

pa
ny

 u
se

s 
no

 d
er

iv
at

e 
fin

an
ci

al
 in

st
ru

-

m
en

ts
 t

o 
he

dg
e 

th
e 

ris
k 

re
la

te
d 

to
 v

ol
at

ili
ty

 in
 o

il 
pr

ic
es

. 

(b
)

C
re

di
t

ri
sk

C
ur

re
nt

ly
, 

th
e 

G
ro

up
 is

 s
el

lin
g 

al
l o

f 
its

 o
il 

to
 t

he
 lo

ca
l 

st
at

e-
ow

ne
d 

oi
l c

om
pa

ni
es

. 
Th

e 
cr

ed
it 

ris
k 

fo
r 

th
es

e 
cu

s-

to
m

er
s 

is
 c

on
si

de
re

d 
to

 b
e 

lo
w

. 

(c
)

L
iq

ui
di

ty
ri

sk

P
ru

de
nt

 li
qu

id
ity

 r
is

k 
m

an
ag

em
en

t 
im

pl
ie

s 
m

ai
nt

ai
ni

ng
 

su
ffi

ci
en

t 
ca

sh
, 

an
d 

av
ai

la
bl

e 
fo

r 
sa

le
 fi

na
nc

ia
l a

ss
et

s 
an

d 

de
ve

lo
p 

op
er

at
io

ns
 a

cc
or

di
ng

 t
o 

bu
dg

et
. 

In
te

rO
il 

ha
s 

in
 

2
0

0
5

 g
en

er
at

ed
 p

os
iti

ve
 c

as
h 

flo
w

s 
fr

om
 o

pe
ra

tio
ns

. 
In

 

2
0

0
5

, 
th

e 
G

ro
up

 p
er

fo
rm

ed
 a

 s
ha

re
 is

su
an

ce
 w

ith
 n

et
 

pr
oc

ee
ds

 o
f 

U
S

D
 4

3
.6

 m
ill

io
n 

an
d 

sh
ou

ld
 b

e 
ab

le
 t

o 
ra

is
e 

ad
di

tio
na

l f
un

ds
 if

 t
he

 li
qu

id
ity

 s
ta

tu
s 

re
qu

ire
s 

ad
di

tio
na

l 

fu
nd

in
g.

 C
as

h 
po

si
tio

ns
 a

re
 m

on
ito

re
d 

re
gu

la
rly

 t
o 

en
su

re
 

th
at

 c
as

h 
po

si
tio

ns
 a

re
 k

ep
t 

at
 a

n 
ac

ce
pt

ab
le

 le
ve

l t
o 

en
su

re
 r

ea
so

na
bl

e 
co

ve
ra

ge
 f

or
 t

he
 G

ro
up

s 
co

m
m

itm
en

ts
 

an
d 

ot
he

r 
pl

an
ne

d 
in

ve
st

m
en

ts
. 

(d
)

C
as

h
fl

ow
an

d
fa

ir
va

lu
e

in
te

re
st

ra
te

ri
sk

Th
e 

G
ro

up
 h

as
 o

bt
ai

ne
d 

fin
an

ci
ng

 w
ith

 fi
xe

d 
in

te
re

st
 r

at
e 

w
hi

ch
 e

xp
os

e 
th

e 
G

ro
up

 t
o 

fa
ir 

va
lu

e 
ch

an
ge

s.
 T

he
re

 a
re

 

no
 o

th
er

 fi
na

nc
in

g 
ag

re
em

en
ts

 a
nd

 t
he

 G
ro

up
 h

as
 n

ot
 

en
te

re
d 

in
to

 a
ny

 in
te

re
st

 r
at

e 
sw

ap
s.

N
O

T
E

S
 T

O
 T

H
E

 C
O

N
S

O
L

ID
A

T
E

D
 F

IN
A

N
C

IA
L

 S
T

A
T

E
M

E
N

T
S

N
O

T
E

S
 T

O
 T

H
E

 C
O

N
S

O
L

ID
A

T
E

D
 F

IN
A

N
C

IA
L

 S
T

A
T

E
M

E
N

T
S
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2
8

2
8

2
9

2
9

4
.

C
ri

ti
ca

l
a
cc

o
u

n
ti

n
g

e
st

im
a
te

s
a
n

d
ju

d
g

m
e

n
ts

E
st

im
at

es
 a

nd
 ju

dg
em

en
ts

 a
re

 c
on

tin
ua

lly
 e

va
lu

at
ed

, 

an
d 

ar
e 

ba
se

d 
on

 h
is

to
ric

al
 e

xp
er

ie
nc

e 
an

d 
ot

he
r 

fa
ct

or
s,

 

in
cl

ud
in

g 
ex

pe
ct

at
io

ns
 o

f 
fu

tu
re

 e
ve

nt
s 

th
at

 a
re

 b
el

ie
ve

d 
to

 

be
 r

ea
so

na
bl

e 
un

de
r 

th
e 

ci
rc

um
st

an
ce

s.

(a
)

In
co

m
e

ta
xe

s

Th
e 

G
ro

up
 is

 s
ub

je
ct

 t
o 

in
co

m
e 

ta
xe

s 
in

 n
um

er
ou

s 
ju

ris
di

c-

tio
ns

. 
S

ig
ni

fic
an

t 
ju

dg
em

en
t 

is
 r

eq
ui

re
d 

in
 d

et
er

m
in

in
g 

th
e 

w
or

ld
w

id
e 

pr
ov

is
io

n 
fo

r 
in

co
m

e 
ta

xe
s.

Ju
dg

m
en

t 
is

 r
eq

ui
re

d 
in

 d
et

er
m

in
in

g 
th

e 
G

ro
up

’s
 p

ro
vi

si
on

 

fo
r 

de
fe

rr
ed

 t
ax

 a
ss

et
s 

an
d 

lia
bi

lit
ie

s.
 T

he
 G

ro
up

 r
ec

og
ni

s-

es
 d

ef
er

re
d 

ta
x 

as
se

ts
 if

 it
 is

 p
ro

ba
bl

e 
th

at
 s

uf
fic

ie
nt

 t
ax

-

ab
le

 in
co

m
e 

w
ill

 b
e 

av
ai

la
bl

e 
in

 t
he

 f
ut

ur
e 

ag
ai

ns
t 

w
hi

ch
 

th
e 

te
m

po
ra

ry
 d

iff
er

en
ce

s 
an

d 
un

us
ed

 t
ax

 lo
ss

es
 c

an
 

be
 u

til
is

ed
. 

M
an

ag
em

en
t 

ha
s 

co
ns

id
er

ed
 f

ut
ur

e 
ta

xa
bl

e 

in
co

m
e 

in
 a

ss
es

si
ng

 w
he

th
er

 d
ef

er
re

d 
in

co
m

e 
ta

x 
as

se
ts

 

sh
ou

ld
 b

e 
re

co
gn

is
ed

. 
Th

e 
ca

rr
yi

ng
 a

m
ou

nt
 o

f 
de

fe
rr

ed
 

in
co

m
e 

ta
x 

as
se

ts
 a

nd
 d

ef
er

re
d 

in
co

m
e 

ta
x 

lia
bi

lit
ie

s 
is

 

U
S

D
 0

.7
 m

ill
io

n 
an

d 
U

S
D

 2
1.

0
 m

ill
io

n,
 r

es
pe

ct
iv

el
y,

 a
t 

3
1 

D
ec

em
be

r 
2

0
0

5
. 

S
ee

 n
ot

e 
11

.

(b
)

Im
pa

ir
m

en
t

of
ex

pl
or

at
io

n
an

d
ot

he
r

oi
l

re
la

te
d

as
se

ts

Th
e 

G
ro

up
 t

es
ts

 w
he

th
er

 e
xp

lo
ra

tio
n 

as
se

ts
 a

nd
 o

il 
re

la
te

d 

as
se

ts
 h

as
 s

uf
fe

re
d 

an
y 

im
pa

irm
en

t,
 in

 a
cc

or
da

nc
e 

w
ith

 

th
e 

ac
co

un
tin

g 
po

lic
y 

st
at

ed
 in

 n
ot

e 
2

.9
 a

nd
 2

.1
0

. 
Th

e 

re
co

ve
ra

bl
e 

am
ou

nt
s 

of
 c

as
h 

ge
ne

ra
tin

g 
un

its
 h

av
e 

be
en

 

de
te

rm
in

ed
 b

as
ed

 o
n 

va
lu

e-
in

-u
se

 c
al

cu
la

tio
ns

. 
Th

es
e 

ca
lc

ul
at

io
ns

 r
eq

ui
re

 t
he

 u
se

 o
f 

es
tim

at
es

. 
C

ur
re

nt
 o

il 
pr

ic
e 

do
es

 n
ot

 in
di

ca
te

 im
pa

irm
en

t,
 a

nd
 t

he
 G

ro
up

 h
as

 n
ot

 

re
co

gn
is

ed
 a

ny
 im

pa
irm

en
t 

at
 3

1 
D

ec
em

be
r 

2
0

0
5

.

(c
)

A
ba

nd
on

m
en

t
an

d
de

co
m

m
is

si
on

in
g

li
ab

il
it

ie
s

Th
e 

G
ro

up
s 

fu
tu

re
 c

os
t 

fo
r 

en
vi

ro
nm

en
ta

l c
le

an
 u

p 

de
pe

nd
s 

on
 a

 n
um

be
r 

of
 u

nc
er

ta
in

 f
ac

to
rs

, 
su

ch
 a

s 
th

e 

ex
te

nt
 a

nd
 t

yp
e 

of
 r

em
ed

ia
tio

n 
re

qu
ire

d.
 D

ue
 t

o 
un

ce
rt

ai
n-

tie
s 

in
he

re
nt

 in
 t

he
 e

st
im

at
io

n 
pr

oc
es

s,
 it

 is
 p

os
si

bl
e 

th
at

 

su
ch

 e
st

im
at

es
 c

ou
ld

 b
e 

re
vi

se
d.

 T
he

 c
ar

ry
in

g 
am

ou
nt

 o
f 

pr
ov

is
io

ns
 f

or
 e

nv
iro

nm
en

ta
l i

ss
ue

s 
at

 3
1 

D
ec

em
be

r 
2

0
0

5

is
 U

S
D

 4
0

5
 0

0
0

. 
S

ee
 n

ot
e 

2
2

. 

5
. 

 R
e

la
te

d
-p

a
rt

y
d

is
cl

o
su

re

Th
e 

co
m

pa
ny

’s
 d

ire
ct

or
s 

an
d 

m
an

ag
em

en
t 

te
am

 a
re

 c
on

si
de

re
d 

re
la

te
d 

pa
rt

ie
s.

S
ha

re
ho

ld
er

s

S
ha

re
s 

in
 In

te
rO

il 
E

xp
lo

ra
tio

n 
an

d 
P

ro
du

ct
io

n 
A

S
A

 d
ire

ct
ly

 a
nd

 in
di

re
ct

ly
 o

w
ne

d 
by

 r
el

at
ed

 p
ar

tie
s 

at
 3

1 
D

ec
em

be
r 

2
0

0
5

(n
ot

e 
18

):

N
am

e 
S

ha
re

s
in

%
P

os
it

io
n

N
ils

 T
ru

ls
vi

k
3

.8
%

C
hi

ef
 E

xe
cu

tiv
e 

O
ffi

ce
r

G
ia

n 
A

ng
el

o 
P

er
ru

cc
i

5
.1

%
M

em
be

r 
of

 t
he

 b
oa

rd

M
år

te
n 

R
ød

2
4

.6
%

C
ha

irm
an

 o
f 

th
e 

bo
ar

d 
of

 d
ire

ct
or

s

G
ia

n 
A

ng
el

o 
P

er
ru

cc
i  

ow
ns

 2
.9

%
 d

ire
ct

ly
 a

nd
 2

.2
%

 in
di

re
ct

ly
 t

hr
ou

gh
 a

 1
0

%
 o

w
ne

rs
hi

p 
in

 C
ab

er
ia

n 
In

ve
st

m
en

t 
In

c.
 

A
m

ou
nt

s 
in

 U
S

D
 1

 0
0

0
 u

nl
es

s 
ot

he
rw

is
e 

st
at

ed

M
ax

i
A

ss
et

s
–

S
al

es
cr

ed
it

Th
e 

fo
un

de
rs

 o
f 

In
te

rO
il,

 G
ia

n 
A

ng
el

o 
P

er
ru

cc
i, 

M
år

te
n 

R
ød

 a
nd

 N
ils

 N
. 

Tr
ul

sv
ik

 n
eg

ot
ia

te
d 

an
 e

xc
lu

si
ve

 a
gr

ee
-

m
en

t 
be

tw
ee

n 
th

e 
m

aj
or

 s
ha

re
ho

ld
er

s 
of

 M
IP

I a
nd

 a
 g

ro
up

 

of
 in

ve
st

or
s 

un
de

r 
th

e 
le

ad
er

sh
ip

 o
f 

In
te

rO
il 

Lt
d 

(B
V

I).

In
te

rO
il 

E
xp

lo
ra

tio
n 

A
S

 w
as

 f
or

m
ed

 in
 2

0
0

5
 in

 o
rd

er
 

to
 a

cq
ui

re
 a

ll 
th

e 
sh

ar
es

 in
 t

he
 P

er
uv

ia
n 

an
d 

C
ol

om
bi

an
 

co
m

pa
ni

es
 o

w
ne

d 
by

 M
er

ca
nt

ile
 In

te
rn

at
io

na
l P

et
ro

le
um

 

In
c 

(M
IP

I).
  

Th
e 

to
ta

l c
os

t 
pr

ic
e 

of
 t

he
 s

ha
re

s 
of

 M
P

O
G

, 

M
C

O
G

, 
R

B
S

A
, 

an
d 

M
an

ito
ba

 S
er

vi
ce

s 
S

.A
 w

as
 U

S
D

 7
8

m
ill

io
n.

 L
at

er
 t

he
 p

ric
e 

w
as

 r
ed

uc
ed

 t
o 

U
S

D
 7

7 
m

ill
io

n 
du

e 

to
 a

 U
S

D
 1

 m
ill

io
n 

di
vi

de
nd

 p
ai

d 
to

 M
IP

I b
ef

or
e 

cl
os

in
g 

of
 t

he
 S

P
A

.

In
te

rO
il 

Lt
d 

(B
V

I) 
ha

d 
ne

go
tia

te
d 

th
e 

pu
rc

ha
se

 o
f 

th
e 

sh
ar

es
 in

 M
IP

I a
nd

 la
te

r 
as

si
gn

ed
 t

hi
s 

op
tio

n 
to

 M
ax

i 

A
ss

et
s 

Lt
d 

in
 M

ar
ch

 2
0

0
5

. 
 M

ax
i A

ss
et

s 
ha

d 
fo

rm
ed

 

a 
co

ns
or

tiu
m

 a
nd

 c
om

m
itt

ed
 t

he
 r

eq
ui

re
d 

fu
nd

in
g 

an
d 

gu
ar

an
te

es
 t

o 
co

m
pl

et
e 

th
e 

ac
qu

is
iti

on
. 

 In
te

rO
il 

E
xp

lo
ra

-

tio
n 

S
A

 w
as

 e
st

ab
lis

he
d 

in
 M

ay
 2

0
0

5
 w

ith
 t

he
 p

ur
po

se
 

to
 p

ur
ch

as
e 

th
e 

rig
ht

s 
fr

om
 M

ax
i A

ss
et

s 
an

d 
fin

al
is

e 
th

e 

ag
re

em
en

t 
w

ith
 M

IP
I.

A
t 

th
e 

cl
os

in
g 

in
 S

ep
te

m
be

r, 
th

e 
U

S
D

 2
3

 m
ill

io
n 

w
as

 

co
ns

id
er

ed
 a

 s
al

es
 c

re
di

t,
 a

nd
 o

n 
3

1 
D

ec
em

be
r 

2
0

0
5

, 
th

e 

ou
ts

ta
nd

in
g 

pa
rt

 o
f 

th
e 

sa
le

s 
cr

ed
it 

w
as

 U
S

D
 9

 m
ill

io
n.

 

U
S

D
 3

 m
ill

io
n 

w
as

 r
ep

ai
d 

ea
rly

 Ja
nu

ar
y 

2
0

0
6

, 
w

hi
le

 t
he

 

re
m

ai
ni

ng
 U

S
D

 6
 m

ill
io

n,
 in

 a
cc

or
da

nc
e 

w
ith

 a
n 

ag
re

e-

m
en

t 
es

ta
bl

is
he

d 
be

tw
ee

n 
th

e 
pa

rt
ie

s 
an

d 
TC

W
, 

is
 p

ay
ab

le
 

at
 t

he
 p

la
nn

ed
 IP

O
. 

Fr
om

 1
 Ja

nu
ar

y 
2

0
0

6
, 

th
e 

in
te

re
st

 

ra
te

 is
 L

ib
or

 +
 2

 %
. 

M
an

ag
em

en
t

co
nt

ra
ct

s

In
te

rO
il 

ha
s 

en
te

re
d 

in
to

 m
an

ag
em

en
t 

co
nt

ra
ct

s 
w

ith
 

se
pa

ra
te

 c
om

pa
ni

es
 o

w
ne

d 
by

 t
he

 t
hr

ee
 m

ai
n 

sh
ar

eh
ol

d-

er
s 

N
ils

 T
ru

ls
vi

k,
 G

ia
n 

A
ng

el
o 

P
er

ru
cc

i a
nd

 M
år

te
n 

R
ød

, 

w
ho

 p
er

fo
rm

s 
al

l t
he

ir 
m

an
ag

em
en

t 
se

rv
ic

es
 e

tc
. 

th
ro

ug
h 

th
es

e 
co

m
pa

ni
es

.

Fe
es

 t
o 

Fo
rc

e 
C

ap
ita

l A
S

, 
ow

ne
d 

by
 C

E
O

 N
ils

 T
ru

ls
vi

k,
 

ha
ve

 b
ee

n 
ch

ar
ge

d 
as

 a
n 

ex
pe

ns
e 

w
ith

 U
S

D
 7

5
, 

fo
r 

th
e 

pe
rio

d 
af

te
r 

th
e 

ac
qu

is
iti

on
 o

f 
In

te
rO

il,
 f

ro
m

 w
hi

ch
 h

e 
to

ok
 

on
 t

he
 r

es
po

ns
ib

ili
ty

 a
s 

C
E

O
. 

H
is

 a
dv

is
or

y 
se

rv
ic

es
 p

rio
r 

to
 

ac
qu

is
iti

on
, 

in
vo

lv
in

g 
va

lu
at

io
ns

, 
du

e 
di

lig
en

ce
, 

ne
go

tia
-

tio
ns

 e
tc

, 
ha

s 
be

en
 c

ap
ita

liz
ed

 w
ith

 U
S

D
 1

2
5

.

Fe
es

 t
o 

C
ab

er
ia

n 
In

ve
st

m
en

t,
 o

w
ne

d 
10

%
 b

y 
G

ia
n 

A
ng

el
o 

P
er

ru
cc

i, 
ha

ve
 b

ee
n 

ch
ar

ge
d 

as
 a

n 
ex

pe
ns

e 
w

ith
 U

S
D

 3
0

.

C
hi

ef
F

in
an

ci
al

O
ffi

ce
r

(“
C

F
O

”)

Th
e 

C
FO

 Jo
n 

W
ig

ge
n 

is
 a

 p
ar

tn
er

 in
 t

he
 a

ud
it 

fir
m

 K
je

ls
tr

up
 

&
 W

ig
ge

n 
A

S
. 

In
 2

0
0

5
 K

je
ls

tr
up

 &
 W

ig
ge

n 
A

S
 h

as
 b

ee
n 

pa
id

 U
S

D
 1

2
3

 f
or

 C
FO

 a
nd

 c
on

tr
ol

lin
g 

se
rv

ic
es

.

R
em

un
er

at
io

n
to

th
e

B
oa

rd
of

D
ir

ec
to

rs

Th
e 

B
oa

rd
 o

f 
D

ire
ct

or
s 

ha
s 

no
t 

be
en

 c
om

pe
ns

at
ed

 in
 

2
0

0
5

.

E
ks

p
or

tc
on

su
lt

A
S

–
va

ri
ou

s

Fe
es

 t
o 

E
ks

po
rt

co
ns

ul
t,

 o
w

ne
d 

by
 t

he
 C

ha
im

an
 o

f 
th

e 

B
oa

rd
, 

M
år

te
n 

R
ød

, 
ha

ve
 b

ee
n 

ch
ar

ge
d 

as
 a

n 
ex

pe
ns

e 

w
ith

 U
S

D
 6

0
.

Fu
rt

he
rm

or
e 

E
ks

po
rt

co
ns

ul
t 

w
as

 in
vo

lv
ed

 in
 n

eg
ot

ia
tin

g 
an

 

ex
cl

us
iv

e 
ag

re
em

en
t 

be
tw

ee
n 

th
e 

m
aj

or
 s

ha
re

ho
ld

er
s 

of
 

M
IP

I a
nd

 a
 g

ro
up

 o
f 

in
ve

st
or

s 
un

de
r 

th
e 

le
ad

er
sh

ip
 o

f 
M

ax
i 

A
ss

et
s 

Lt
d 

fr
om

 w
hi

ch
 E

ks
po

rt
co

ns
ul

t 
w

as
 e

nt
itl

ed
 t

o 
17

%
 

of
 t

he
 d

efi
ne

d 
up

si
de

. 

Fu
rn

it
ur

e 
an

d 
fix

tu
re

 f
or

 f
ul

ly
 e

qu
ip

pe
d 

of
fic

e 
pr

em
is

es
, 

fo
rm

er
ly

 r
en

te
d 

ou
t 

to
 e

xt
er

na
l t

en
an

ts
, 

ha
ve

 b
ee

n 
bi

lle
d 

fr
om

 E
ks

po
rt

co
ns

ul
t 

 t
o 

In
te

rO
il 

at
 e

st
im

at
ed

 m
ar

ke
t 

va
lu

e 

of
 U

S
D

 3
7.

Th
e 

le
as

e 
ag

re
em

en
t 

of
 t

he
 p

re
m

is
es

 a
t 

th
e 

H
ea

dq
ua

r-

te
rs

 o
f 

In
te

rO
il 

A
S

A
 h

as
 b

ee
n 

tr
an

sp
or

te
d 

to
 In

te
rO

il 
fr

om
 

E
ks

po
rt

co
ns

ul
t 

 w
ith

 e
ff

ec
t 

fr
om

 1
 O

ct
ob

er
 2

0
0

5
, 

w
ith

ou
t 

co
m

pe
ns

at
io

n.
 T

he
 le

as
e 

pe
rio

d 
ex

pi
re

d 
at

 t
he

 e
nd

 o
f 

2
0

0
5

, 
an

d 
ha

s 
be

en
 p

ro
lo

ng
ed

 w
ith

 t
he

 o
w

ne
r 

V
ita

l f
or

 5
 

ye
ar

s 
at

 a
n 

an
nu

al
 le

as
e 

am
ou

nt
in

g 
to

 U
S

D
 8

5
 in

cl
us

iv
e 

of
 p

ar
ki

ng
 s

pa
ce

 e
tc

. 
Th

is
 r

ep
re

se
nt

s 
a 

co
st

 p
r 

sq
 m

et
er

 

of
fic

e 
pr

em
is

es
 o

f 
U

S
D

 2
5

1 
(n

ot
 in

 t
ho

us
an

ds
).

 A
s 

of
 1

 

Fe
br

ua
ry

 2
0

0
6

 In
te

rO
il 

le
as

ed
 a

dd
iti

on
al

 p
re

m
is

es
 f

or
 a

 

fiv
e 

ye
ar

s 
pe

rio
d 

at
 a

n 
an

nu
al

 le
as

e 
of

 U
S

D
 4

8
, 

re
pr

es
en

t-

in
g 

U
S

D
 2

8
5

 p
er

 s
q.

 m
et

er
 (n

ot
 in

 t
ho

us
an

ds
):

 T
hi

s 
co

st
 

co
ve

rs
 s

om
e 

in
ve

st
m

en
ts

 in
 t

he
 lo

ca
tio

ns
 a

cc
or

di
ng

 t
o 

In
te

rO
ils

 s
pe

ci
fic

at
io

ns
, 

pa
id

 b
y 

th
e 

ow
ne

r.

3
0

 %
 o

f 
th

e 
sa

la
ry

 t
o 

a 
pa

rt
 t

im
e 

se
cr

et
ar

y 
ha

s 
be

en
 

ch
ar

ge
d 

to
 E

ks
po

rt
co

ns
ul

t,
 b

as
ed

 o
n 

es
tim

at
ed

 t
im

e 

w
or

ke
d 

fo
r 

E
ks

po
rt

co
ns

ul
t.

N
et

 r
ec

ei
va

bl
e 

fr
om

 E
ks

po
rt

co
ns

ul
t 

at
 3

1 
D

ec
em

be
r 

2
0

0
5

is
 U

S
D

 1
0

5
, 

w
hi

ch
 h

as
 b

ee
n 

re
pa

id
 in

 t
he

 b
eg

in
ni

ng
 o

f 

2
0

0
6

.

6
. 

 S
e

g
m

e
n

t
in

fo
rm

a
ti

o
n

A
 b

us
in

es
s 

se
gm

en
t 

is
 a

 g
ro

up
 o

f 
as

se
ts

 a
nd

 o
pe

ra
tio

ns
 

en
ga

ge
d 

in
 p

ro
vi

di
ng

 p
ro

du
ct

s 
or

 s
er

vi
ce

s 
th

at
 a

re
 s

ub
je

ct
 

to
 r

is
ks

 a
nd

 r
et

ur
ns

 t
ha

t 
ar

e 
di

ff
er

en
t 

fr
om

 t
ho

se
 o

f 
ot

he
r 

bu
si

ne
ss

 s
eg

m
en

ts
. 

A
 g

eo
gr

ap
hi

ca
l s

eg
m

en
t 

is
 e

ng
ag

ed
 in

 

pr
ov

id
in

g 
pr

od
uc

ts
 o

r 
se

rv
ic

es
 w

ith
in

 p
ar

tic
ul

ar
 e

co
no

m
ic

 

en
vi

ro
nm

en
ts

 t
ha

t 
ar

e 
su

bj
ec

t 
to

 r
is

ks
 a

nd
 r

et
ur

ns
 t

ha
t 

ar
e 

di
ff

er
en

t 
fr

om
 t

ho
se

 o
f 

se
gm

en
ts

 o
pe

ra
tin

g 
in

 o
th

er
 

ec
on

om
ic

 e
nv

iro
nm

en
ts

. 

P
rim

ar
y 

re
po

rt
in

g 
fo

rm
at

 -
 b

us
in

es
s 

se
gm

en
ts

:

A
cc

or
di

ng
 t

o 
th

e 
G

ro
up

’s
 in

te
rn

al
 fi

na
nc

ia
l r

ep
or

tin
g 

sy
st

em
s,

 b
us

in
es

s 
se

gm
en

ts
 a

re
 t

he
 p

rim
ar

y 
ba

si
s 

fo
r 

se
gm

en
ta

tio
n.

 B
as

ed
 o

n 
IA

S
 1

4
, 

th
e 

C
om

pa
ny

 c
on
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Appendix 3: Condensed Consolidated Interim Financial Information
for the first quarter 2006 
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Appendix 4: Auditors statement on review of pro forma adjustments
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Appendix 5: Annual Report 2004 for Mercantile International
Petroleum Inc.
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Appendix 6: Annual Report 2003 for Mercantile International
Petroleum Inc.
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