





Restricted stock

Restricted stock is issued to directors, certain employees and to a limited number of contractor personnel. Restricted
stock vests at various dates in accordance with the applicable restricted stock agreement, vesting generally between one to
four years after the date of grant.

December 31, 2009 December 31, 2008 December 31, 2007
Stock options outstanding Number of Weighted Average Number of Weighted Average Number of Weighted Average
stock units  Grant Date Fair Value  stock units  Grant Date Fair Value  stock units  Grant Date Fair Value
per stock unit $ per stock unit $ per stock unit $

Outstanding at beginning - - - - - -

of period

Granted 41,400 68.55 - - - -
Exercised - - - - - -
Forfeited - - - - - -
Expired - - - - - -
Total 41,400 68.55 - - - -

An amount of $248,486 (2008 - $nil, 2007 - $nil) has been recognized as compensation expense for the year ended
December 31, 2009. The current year compensation expense of $248,486 (2008 - $nil, 2007 - $nil) was adjusted against
contributed surplus under equity.

26. Warrants

In 2004, InterOil issued five-year warrants to purchase 359,415 common shares at an exercise price equal to $21.91. A
total of nil (2008 — 337,252, 2007 — 337,252) were outstanding at December 31, 2009. The warrants were exercisable
between August 27, 2004 and August 27, 2009. The warrants were recorded at the fair value calculated at inception as
a separate component of equity. The fair value was calculated using a Black-Scholes pricing model with the following
assumptions: risk-free interest rate of 2.5%, dividend yield of nil, volatility factor of the expected market price of the
Company’s common stock of 45% and a weighted average expected life of the warrants of five years. During the quarter
ended September 30, 2009, 302,305 of the warrants were exercised and converted into common shares.

All unexercised warrants lapsed on August 27, 2009 and the fair value of these lapsed warrants were transferred to
contributed surplus within Shareholders’ equity.

27. Earnings/(Loss) per share

Conversion options, stock options and restricted stock units totaling 2,412,047 common shares at prices ranging

from $9.80 to $68.55 were outstanding as at December 31, 2009 and were included in the computation of the diluted
earnings per share for the year ended December 31, 2009. However, the dilutive instruments outstanding at December
31, 2008 and December 31, 2007 were not included in the computation of the diluted loss per share at December 31,
2008 and December 31, 2007 because they caused the loss per share to be anti-dilutive.

Number of shares
Potential dilutive instruments outstanding Preferred stock December 31, December 31,
2008 2007
$ $
Preferred stock - - 517,777
Employee stock options 1,838,500 1,839,500 1,200,500
Employee restricted stock units 41,400 - -
IPI Indirect Participation interest - conversion options 527,147 2,160,000 3,306,667
8% Convertible debentures - 3,159,000 -
Warrants - 337,252 337,252
Others (Note 21) 5,000 5,000 5,000
Total stock options/shares outstanding 2,412,047 7,500,752 5,367,196

The income available to the common shareholders and the income available to the dilutive holders, used in the
calculation of the numerator in both the normal and diluted EPS calculation is the net profit/loss as per Consolidated
Statement of Operations. This is due to the fact that the inclusion of convertible securities under ‘if-converted’ method in
the calculation would result in the EPS being anti-dilutive.
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The reconciliation between the ‘Basic’ and ‘Basic and Diluted’ shares, used in the calculation of the denominator in the

EPS calculation is as follows:

Year ended
December 31, December 31, December 31,
2009 2008 2007
$ $ $
Basic 39,900,583 33,362,390 29,998,133
Employee options (using treasury stock method) 697,811 - -
Warrants (using treasury stock method) 83,192 - -
Diluted 40,681,586 33,362,390 29,998,133
28. Commitments and contingencies
Commitments
Payments due by period contractual obligations are as follows:
Total Less than 1-2 years 2-3 years 3-4 years 4-5years  More than
1 year 5 years
‘000 ‘000 ‘000 ‘000 ‘000 ‘000 ‘000
Secured loan 53,500 9,000 9,000 9,000 9,000 9,000 8,500
Indirect participation interest - PNGDV (note 20) 1,384 540 844 - - - -
PNG LNG Inc. Joint Venture (proportionate share of 35 28 7 - - - -
commitments)
Petroleum prospecting and retention licenses (a) 83,000 4,500 9,500 20,000 14,850 34,150 -
137,919 14,068 19,351 29,000 23,850 43,150 8,500

(a) The amount pertaining to the petroleum prospecting and retention licenses represents the amount InterOil has committed as a condition on renewal of
these licenses. Of this $83.0 million commitment, as at December 31, 2009, management estimates that $46,294,421 would satisty the commitments in
relation to the IPI investors.

Contingencies:

The Company’s Chief Executive Officer, Phil Mulacek, and his controlled entities Petroleum Independent & Exploration
Corporation and PLE. Group, LLC, together with the Company and certain of its subsidiaries, are defendants in Todd
Peters, et. al. v. Phil Mulacek et. al.; Cause No. 05-040-03592-CV; pending in the 284th District Court of Montgomery
County, Texas. The plaintiffs are members of a partnership that bought a modular oil refinery that was subsequently,
through a series of transactions, sold to a subsidiary of the Company. Plaintiffs contend that Mr. Mulacek and his
controlled entities breached fiduciary duties owed to the plaintiffs and also assert claims for common law fraud,
fraudulent inducement, statutory fraud, securities fraud, breach of contract, investor oppression, conversion, theft,
money had and received, and tortious interference with a contract. Plaintiffs assert claims both individually and, in

the alternative, derivatively on behalf of the partnership. Plaintiffs seek to impose liability on the Company and certain
of its subsidiaries for those alleged acts through claims of ratification, conspiracy, aiding and abetting, joint enterprise,
and knowing participation in the breach of another’s fiduciary duty. Plaintiffs further seek to impose liability on the
Company and certain of its subsidiaries directly through the claims of conversion, theft, constructive trust and tortious
interference with a contract. In late July 2009, plaintiffs amended their petition adding sixteen new plaintiffs. Plaintiffs
have proposed numerous alternative methods of calculating their alleged damages, all of which are based at least partially
on the Company’s share price which fluctuates over time. Thus, it is difficult to determine the total amount of actual
damages plaintiffs’ seek. If, however, plaintiffs are successful in obtaining a favorable verdict, actual damages could
exceed $125,000,000. Plaintiffs also seek unspecified punitive damages, attorneys’ fees, expenses and court costs. The
case is set for trial beginning in October 2010. The Company and other defendants are vigorously contesting the matter.
If however, plaintiffs succeed in obtaining a judgment in the amount they seek, it could have a material adverse effect on
the Company or its subsidiaries. The Company has not provided for any amounts in relation to this matter.
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In addition to the above, from time to time the Company is involved in various claims and litigation arising in the normal
course of business. While the outcome of these matters is uncertain and there can be no assurance that such matters will
be resolved in the Company’s favor, the Company does not currently believe that the outcome of adverse decisions in any
pending or threatened proceedings related to these and other matters or any amount which it may be required to pay by
reason thereof would have a material adverse impact on its financial position, results of operations or liquidity.

ICCC review of Downstream maximum margin

InterQil is also a significant participant in the retail and wholesale distribution business in Papua New Guinea. The ICCC
regulates the maximum prices that may be charged by the wholesale and retail hydrocarbon distribution industry in
Papua New Guinea. The Downstream business may charge less than the maximum margin set by the ICCC in order to
maintain its competitiveness with other participants in the market. In June 2009, the ICCC commenced a review into the
pricing arrangements for petroleum products in Papua New Guinea. The last such review was undertaken during 2004
and was due to expire on December 31, 2009. The purpose of the review is to consider the extent to which the existing
regulation of price setting arrangements at both wholesale and retail levels should continue or be revised for the next five
year period. We have provided detailed submissions to the ICCC. The ICCC have most recently advised that its final
report will be issued in March 2010. It is possible that the ICCC may determine to increase regulation of pricing and
reduce the margins able to be obtained by our distribution business. Such a decision, if made, may negatively affect our
downstream business and require a review of its operations.

29. Subsequent events
There are no subsequent events that require disclosure.
30. Reconciliation to generally accepted accounting principles in the United States

The audited consolidated financial statements of the Company for the year ended December 31, 2009, 2008 and

2007 have been prepared in accordance with generally accepted accounting principles in Canada (“Canadian GAAP”)
which, in most respects, conforms to generally accepted accounting principles in the United States (“U.S. GAAP”). The
reconciliations and other information presented in this note are solely in relation to the consolidated financial statements.
The significant differences between Canadian GAAP and U.S. GAAP as they relate to the Company are presented
throughout this note. Additionally, where there is no significant conflict with Canadian GAAP requirements some of

the additional U.S. GAAP disclosure requirements have been incorporated throughout the Canadian GAAP financial
statements.
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Assets
Current assets:
Cash and cash equivalents (5)
Cash restricted (5)
Trade receivables (5)
Commodity derivative contracts
Other assets (5)
Inventories
Prepaid expenses (5)
Total current assets
Cash restricted
Goodwill (5)
Deferred financing costs (4), (6)
Investment in LNG Project (5)
Plant and equipment (1), (5)
Oil and gas properties (2)
Future income tax benefit
Total assets
Liabilities
Current liabilities:
Accounts payable and accrued liabilities (5), (6)
Commodity derivative contracts
Working capital facility
Current portion of secured loan (6)

Current portion of indirect participation interest
- PNGDV

Total current liabilities
Secured loan (6)
8% subordinated debenture liability (4)
Preference share liability (3)
Deferred gain on contributions to LNG project (5)
Indirect participation interest (2)
Indirect participation interest - PNGDV
Total liabilities
Non-controlling interest (8)
Preference shares (3)
Equity
InterOil Corporation shareholders' equity:
Share capital (4)
Preference shares (3)
8% subordinated debentures (4)
Contributed surplus (4)
‘Warrants
Accumulated Other Comprehensive Income
Conversion options (2)
Accumulated deficit
Total InterOil Corporation shareholders' equity
Non-controlling interest (8)
Total equity

Total liabilities and shareholders' equity

As at December 31, 2009

As at December 31, 2008

As at December 31, 2007

$ $ $
Canadian u.s. Canadian u.s. Canadian u.s.

GAAP GAAP GAAP GAAP GAAP GAAP
46,449,819 44,754,405 48,970,572 44,051,224 43,861,762 40,152,026
22,698,829 22,698,829 25,994,258 25,933,184 22,002,302 21,916,736
61,194,136 61,194,136 42,887,823 42,887,823 63,145,444 63,145,444
- - 31,335,050 31,335,050 - -
639,646 1,496,621 167,885 125,119 146,992 120,460
70,127,049 70,127,049 83,037,326 83,037,326 82,589,242 82,589,242
6,964,950 6,964,950 4,489,574 4,489,574 5,102,540 5,076,006
208,074,429 207,235,990 236,882,488 231,859,300 216,848,282 212,999,914
6,609,746 6,609,746 290,782 290,782 382,058 382,058
6,626,317 864,377 - - - -
- 910,722 - 1,279,145 - 1,395,066
- 13,121,141 - 6,610,480 - 5,848,612
221,046,709 208,703,247 223,585,559 210,803,013 232,852,222 219,117,006
172,483,562 171,220,062 128,013,959 127,653,411 84,865,127 84,865,127
16,912,969 16,912,969 3,070,182 3,070,182 2,867,312 2,867,312
631,753,732 625,578,254 591,842,970 581,566,313 537,815,001 527,475,095
59,372,354 58,090,593 78,147,736 77,460,413 60,427,607 59,682,621
- - - - 1,960,300 1,960,289
24,626,419 24,626,419 68,792,402 68,792,402 66,501,372 66,501,372
9,000,000 9,000,000 9,000,000 9,000,000 136,776,760 136,810,093
540,002 540,002 540,002 540,002 1,080,004 1,080,004
93,538,775 92,257,014 156,480,140 155,792,817 266,746,043 266,034,379
43,589,278 44,500,000 52,365,333 53,500,000 61,141,389 62,500,000
- - 65,040,067 69,710,182 - -
- - - - 7,797,312 -
13,076,272 - 17,497,110 - 9,096,537 -
38,715,228 48,195,608 72,476,668 88,211,120 96,086,369 115,926,369
844,490 844,490 844,490 844,490 844,490 844,490
189,764,043 185,797,112 364,703,808 368,058,609 441,712,140 445,305,238
13,596 - 5,235 - 4,292 -
- - - - - 14,250,000
613,361,363 615,742,733 373,904,356 373,514,356 259,324,133 259,324,133
R - - - 6,842,688 -
- - 10,837,394 - - -
21,297,177 30,747,259 15,621,767 24,422,662 10,337,548 10,337,548
- - 2,119,034 2,119,034 2,119,034 2,119,034
8,150,976 8,150,976 27,698,306 27,698,306 6,025,019 6,025,019
13,270,880 - 17,140,000 - 19,840,000 -
(214,104,303) (214,873,709) (220,186,930) (214,252,081) (208,389,853) (209,890,265)
441,976,093 439,767,259 227,133,927 213,502,277 96,098,569 67,915,469
- 13,883 - 5,427 - 4,388
441,976,093 439,781,142 227,133,927 213,507,704 96,098,569 67,919,857
631,753,732 625,578,254 591,842,970 581,566,313 537,815,001 527,475,095
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Consolidated statements of operations

The following table presents the consolidated statements of operations under U.S. GAAP compared to Canadian GAAP:

Year ended Year ended Year ended
December 31, 2009 December 31, 2008 December 31, 2007
$ $ $
Canadian u.s. Canadian u.s. Canadian u.s.
GAAP GAAP GAAP GAAP GAAP GAAP
Revenue
Sales and operating revenues 688,478,965 688,478,965 915,578,709 915,578,709 625,526,068 625,526,068
Interest income 350,629 - 931,785 - 2,180,285 -
Other income 4,228,415 - 3,216,445 - 2,666,890 -
693,058,009 688,478,965 919,726,939 915,578,709 630,373,243 625,526,068
Expenses

Cost of sales and operating expenses (excluding

depreciation shown below) 601,983,432 601,983,432 888,623,109 888,623,109 573,609,441 573,609,441
Administrative and general expenses (5) 33,254,708 30,087,894 31,227,627 28,354,064 31,998,655 30,881,433
Derivative (gain)/loss (1,008,585) (1,008,585)  (24,038,550)  (24,038,550) 7,271,693 7,271,693
Legal and professional fees (5) 9,067 413 6,490,539 11,523,045 7,692,045 6,532,646 4,471,684
Exploration costs, excluding exploration 208,694 208,694 995,532 995,532 13,305,437 13,305,437

impairment
Exploration impairment - - 107,788 107,788 1,242,606 1,242,606
Short term borrowing costs 3,776,590 3,776,590 6,514,060 6,514,060 5,565,828 5,565,828
Long term borrowing costs (3), (4), (5) 8,788,041 17,871,168 17,459,186 19,529,798 17,182,446 16,708,199
Depreciation and amortization (1), (5) 14,321,775 13,785,845 14,142,546 13,594 481 13,024,258 12,529,892
Gain on LNG shareholder agreement - - - - (6,553,080) (6,553,080)
Loss/(gain) on equity accounted investment (5) - 4,739,339 - (1,047,795) - (5,561,684)
Gain on sale of oil and gas properties (2) (7,364,468) (8,846,468)  (11,235,084)  (12,280,084) - -
Loss on extinguishment of IPI liability (2) 31,710,027 32,359,214 - - - -
Foreign exchange loss/(gain) (5) 3,305,383 3,346,436 (3,878,150) (4,437,943) (5,078,338) (5,099,651)
Non-controlling interest (8) 8,361 - 943 - (22,333) -
Interest income (5) - (342,888) - (841,028) - (2,146,183)
Other income - (4,228,415) - (3,216,445) - (2,666,890)
698,051,371 700,222,795 931,442,052 919,549,032 658,079,259 643,558,725
Loss before income taxes (4,993,362) (11,743,830) (11,715,113) (3,970,323) (27,706,016) (18,032,657)
Income tax expense/(benefit) (5), (7) 11,075,989 11,130,659 (81,964) 28,073 (1,206,892) (1,194,227)
Net profit/(loss) 6,082,627 (613,171)  (11,797,077) (3,942,250) (28,912,908) (19,226,884)
Less: Net (profit)/loss attributable to the non- - (8,457) - (1,040) - 22,236
controlling interest (8)
Net profit/(loss) attributable to InterOil Corporation 6,082,627 (621,628) (11,797,077) (3,943,290) (28,912,908) (19,204,648)
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Reconciliation of Canadian GAAP net income/(loss) to U.S. GAAP net income/(loss)

Year ended
December 31, December 31, December 31,
2009 2008 2007
$ $ $

Net profit/(loss) as shown in the Canadian GAAP financial statements 6,082,627 (11,797,077) (28,912,908)
Description of items having the effect of increasing reported income

Decrease in depreciation and amortization due to difference in date of 478,934 478,923 478,935

commencement of operations of refinery (1)

Decrease in non-controlling interest expense (8) 96) (96) (96)

Increase in reporting income due to reversal of proportionate consolidation of 1,067,221 8,400,571 9,097,535

LNG Project and equity accounting the investment (5)

Decrease in long term borrowing costs relating to financing costs on preference - - 390,000

shares expensed (3)

Decrease in long term borrowing costs relating to dividends paid to preference - 418,526 84,247

share holders expensed under Canadian GAAP (3)

Decrease in long term borrowing costs relating to reduced accretion expense on - 291,137 -

increased 8% subordinated debentures liability (4)

Increase in gain on sale of oil and gas properties arising from conveyance 1,482,000 1,045,000 -

accounting due to the initial IPI proceeds not being bifurcated under U.S. GAAP (2)
Description of items having the effect of decreasing reported income

Increase in long term borrowing costs relating to immediate expense of portion of (9,083,127) (2,780,274) -

placement fees and accretion of BCF on conversion of 8% subordinated

debentures (4)

Increase in loss on extinguishment of IP1 liability arising from IPI buyback due to (649,187) - -

the initial IPI proceeds not being bifurcated under U.S. GAAP (2)

Reduced gain on sale of minority interest under U.S. GAAP - - (342,361)
Net profit/(loss) according to US GAAP (621,628) (3,943,290) (19,204,648)

Statements of comprehensive income/(loss), net of tax
Year ended
December 31, December 31, December 31,
2009 2008 2007
$ $ $

Net loss before non-controlling interest in accordance with U.S. GAAP, net of tax (613,171) (3,942,250) (19,226,884)
Foreign currency translation reserve, net of tax (1,534,830) 3,660,787 4,532,150
Deferred hedge (loss)/gain, net of tax (18,012,500) 18,012,500 (1,389)
Total other comprehensive income, net of tax (19,547,330) 21,673,287 4,530,761
Comprehensive (loss)/income, net of tax (20,160,501) 17,731,037 (14,696,123)
Comprehensive (income)/loss attribuable to the non-controlling interest, net of tax (8,457) (1,040) 22,236
Comprehensive (loss)/income attributable to InterOil Corporation, net of tax (20,168,958) 17,729,997 (14,673,887)
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Reconciliation of Canadian GAAP Statement of cash flows to U.S. GAAP:

Year ended
December 31, December 31, December 31,
2008 2007 2006
$ $ (restated) * $

Cash flows provided by (used in):
Operating activities - Canadian GAAP (as per consolidated cash flows) 44,500,367 15,586,156 (31,619,907)

Reconciling items:

Reclass exploration costs expensed including exploration impairment as (208,694) (1,103,320) (14,548,043)
investing activity for US GAAP
Being LNG project related operating cash flows reversed for US GAAP 3,188,162 8,000,724 2,892,220
cash flow statement
Operating activities - U.S. GAAP 47,479,835 23,149,560 (43,275,730)
Investing activities - Canadian GAAP (as per consolidated cash flows) (85,567,346) (47,390,685) (34,369,871)
Reconciling items:
Reclass exploration costs expensed including exploration impairment as 208,694 1,103,320 14,548,043
investing activity for US GAAP
Being reversal of LNG Project expenditure for US GAAP cash flows 96,846 (404,594) 2,762,786
Being reversal of movement in restricted cash held relating to LNG Project (61,074) (24,492) 85,566
for US GAAP cash flows
Investing activities - U.S. GAAP (85,322,880) (46,716,451) (16,973,476)
Financing activities - Canadian GAAP (as per consolidated cash flows) 38,546,226 36,913,339 78,170,105
Reconciling items:
Being reversal of PNG LNG cash calls from unrelated joint venture partners - (9,447,250) (9,450,308)
proportionately consolidated in Canadian GAAP cash flow statement
Financing activities - U.S. GAAP 38,546,226 27,466,089 68,719,797
Increase in cash and cash equivalents 703,181 3,899,198 8,470,591
Cash and cash equivalents, beginning of period (U.S.GAAP) 44,051,224 40,152,026 31,681,435
Cash and cash equivalents, end of period (U.S. GAAP) 44,754,405 44,051,224 40,152,026

Under Canadian GAAP, InterQils share in the LNG Joint venture project is proportionately consolidated and InterOil’s
share of the JV cash flows will be taken up in InterOil consolidated cash flow statement. The cash flows would be
classified between operating, investing and financing as per the nature of the transaction. Under U.S. GAAP, when an
investment in an entity is accounted for by use of the equity method, an investor restricts its reporting in the cash flow
statement to the cash flows between itself and the investee, for example, to dividends and advances. The above cash and

cash equivalents is different to the Canadian cash and cash equivalents balance due to the proportionate take up of the
cash balance under Canadian GAAP, but equity accounting of the LNG investment in U.S. GAAP (refer (5) below).
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Year ended Year ended Year ended

December 31, 2009 December 31, 2008 December 31, 2007
$ $ $
Canadian us. Canadian us. Canadian us.
GAAP GAAP GAAP GAAP GAAP GAAP

Share capital

At beginning of period 373,904,356 373,514,356 259,324,133 259,324,133 233,889,366 233,889,366

Issue of capital stock 239,457,007 242228377 114,580,223 114,190,223 25,434,767 25,434,767

At end of period 613,361,363 615,742,733 373,904,356 373,514,356 259,324,133 259,324,133
Preference Shares

At beginning of period - - 6,842,088 - - -

Issue of preference shares - - - - 6,842,688 -

Converted to common shares - - (6,842,088) - - -

At end of period - - - - 6,842,688 -
8% subordinated debentures

At beginning of period 10,837,394 - - - - -

Issue of debentures - - 13,036,434 - - -

Conversion to common shares (10,837,394) - (2,199,040) - - -

At end of period - - 10,837,394 - - -
Contributed surplus

At beginning of period 15,621,767 24,422,662 10,337,548 10,337,548 4,377,426 4,377,426

Options exercised transferred to share capital (2,185,642) (2,185,642) (456,867) (456,867) (102,840) (102,840)

Stock compensation expense 8,290,681 8,290,681 5,741,086 5,741,086 6,062,962 6,062,962

Conversion options transferred to contributed surplus (649,187) - - - - -

Lapsed warrants transferred to contributed surplus 219,558 219,558 - - - -

8% Debenture issue BCF (note 4) - - - 8,800,895 - -

At end of period 21,297,177 30,747,259 15,621,767 24,422,662 10,337,548 10,337,548
‘Warrants

At beginning of period 2,119,034 2,119,034 2,119,034 2,119,034 2,137,852 2,137,852

Conversion to common shares (1,899 ,476) (1,899,476) - - (18,818) (18,818)

Lapsed warrants transferred to contributed surplus (219,558) (219,558) - - - -

At end of period - - 2,119,034 2,119,034 2,119,034 2,119,034
Accumulated Other Comprehensive Income

Deferred hedge gain/(loss)

At beginning of period 18,012,500 18,012,500 - - - 1,389

Deferred hedge gain recognised on transition - - - - 1,385 -

Deferred hedge (loss)/gain movement for period, net of tax (18,012,500) (18,012,500) 18,012,500 18,012,500 (1,385) (1,389)

Deferred hedge gain/(loss) at end of period - - 18,012,500 18,012,500 - -

Foreign currency translation reserve

At beginning of period 9,685,806 9,685,806 6,025,019 6,025,019 1,492,869 1,492,869

Foreign currency translation adjustment movement for (1,534,830)  (1,534,830) 3,660,787 3,660,787 4,532,150 4,532,150

period, net of tax

Foreign currency translation reserve at end of period 8,150,976 8,150,976 9,685,806 9,685,806 6,025,019 6,025,019

Accumulated other comprehensive income at end of period 8,150,976 8,150,976 27,698,306 27,698,306 6,025,019 6,025,019

Conversion options

At beginning of period 17,140,000 - 19,840,000 - 20,000,000 -
Movement for period (3,869,120) - (2,700,000) - (160,000) -
At end of period 13,270,880 - 17,140,000 - 19,840,000 -
Accumulated deficit

At beginning of period (220,186,930) (214,252,081) (208,389,853) (209,890,265) (179,476,945) (190,601,370)
Net profit/(loss) for period 6,082,627 (621,628) (11,797,077)  (3,943,290) (28,912,908) (19,204,648)
Deduct:

Preference Share Dividends - - - (418,526) - (84,247)
At end of period (214,104,303) (214,873,709) (220,186,930) (214,252,081) (208,389,853) (209,890,265)

InterQil Corporation shareholders' equity at end of period 441,976,093 439,767,259 227,133,927 213,502,277 96,098,569 67,915,469

Non-controlling interest

At beginning of period - 5,427 - 4387 - 5,416,830
Movement for period - 8,456 - 1,040 - (5412,442)
At end of period - 13,883 - 5,427 - 4,388
Total equity at end of period 441,976,093 439,781,142 227,133,927 213,507,704 96,098,569 67,919,857
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Per share amounts

Basic per share amounts are computed by dividing net income available to shareholders by the weighted average number
of shares outstanding for the reporting period. Diluted per share amounts reflects the potential dilution that could occur
if options or contracts to issue shares were exercised or converted into shares.

For the calculation of diluted per share amounts, the basic weighted average number of shares is increased by the dilutive
effect of stock options determined using the treasury method. No potential shares in options on issue were dilutive for
the years ended December 2009, 2008 and 2007.

Year ended
2009 2008 2007
$ $ $
Basic 39,900,583 33,632,390 29,998,133
Effect of dilutive options - - -
Diluted 39,900,583 33,632,390 29,998,133
Net loss per share in accordance with U.S. GAAP
Basic (0.02) 0.12) 0.64)
Diluted (0.02) 0.12) (0.64)

(1) Operations

The Company determined that refinery operations commenced under U.S. GAAP at December 1, 2004, which is the date
management assessed that construction of the refinery was substantially complete and ready for its intended use. The
Company ceased capitalization of certain costs to the refinery project at this date and recognized one month’s results from
sales, related costs of sales and operating expenses and administrative and general expenses in the statement of operations
for the year ended December 31, 2004.

As disclosed in note 2(s) in the consolidated financial statements, operations commenced on January 1, 2005 under
Canadian GAAP. Therefore, the Company continued to capitalize December 2004’ results to the refinery project. Due
to the difference in the cost basis of the refinery, the depreciation expense recorded under U.S. GAAP differs from that
recorded under Canadian GAAP.

The useful life for the refinery under U.S. GAAP is the same as that disclosed under Canadian GAAP.
(2) Indirect participation interest

As disclosed in note 20 in the consolidated financial statements, the Company entered into an indirect participation
interest agreement in exchange for proceeds of $125,000,000. Under Canadian GAAP, this amount was apportioned
between non financial liabilities and equity. Under U.S. GAAP, the Company has not bifurcated the amount as the
Company has opted to utilize the scope exception under SFAS 133 Para 10(f) for ‘derivatives that serve as impediments
to sales accounting’.

As explained in note 20, during the year ended December 31,2009, certain investors’ with a combined 12.635% interest
in the eight well drilling program waived their right to convert their IPI percentage into 1,684,667 common shares. This
waiver has resulted in conveyance being triggered on this portion of the IPI agreement for the year ended December
31,2009. As the initial IPI proceeds were not bifurcated under U.S. GAAP, the total conveyance proceeds available

for the conveyed interest, the amounts offset against oil and gas properties, and the gain recognised in the statement of
operations under U.S. GAAP differs to the Canadian GAAP amounts. The following table discloses the impact of the
conveyance on the IPI agreement under both U.S. GAAP and Canadian GAAP,

Canadian GAAP US GAAP Difference
Impact of conveyance on IPI agreement $ $ $
Conveyance proceeds available 15,023,049 17,408,001 2,384,952
Amount offset against oil and gas properties (7,658,581) (8,561,533) (902,952)
Gain recognised in the statement of operations (7,364,468) (8,846,468) (1,482,000)
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During 2009, the Company bought a combined 4.8364% interest in the IPI Agreement from certain investors with the
consideration settled in InterOil common shares (refer to section ‘Extinguishment of IPI liability’ section in note 20). The
extinguishment of liability model adopted by management for this transaction compares the fair value and book value

of the IPI liability and transfers the difference to the statement of operations. Under Canadian GAAP, $649,187 was
transferred to contributed surplus as the initial liability was bifurcated between the liability and equity component, and
this amount related to equity component. However under U.S. GAAP, as the company has not bifurcated the liability,
$649,187 has also been transferred to the statement of operations as an expense.

(3) Preference shares

As disclosed in Note 23 in the consolidated financial statements, 517,777 preference shares were issued to an investor in
November 2007 for $15,000,000.

Under Canadian GAAP, the preference shares were assessed based on the rights attached to those shares and Management
valued the equity and liability component of the instrument using the residual value basis.

As the Preference share agreement has contractual redemption provisions under ‘Fundamental change’ section mainly
relating to listing requirements, shareholding etc, under U.S. GAAP, the preference shares needs to be classified under
temporary equity classification in accordance with ASC 480-10. Transaction costs amounting to $750,000 have been
deducted from the total proceeds of $15,000,000. Under Canadian GAAP the transaction costs attributable to the
liability component was expensed.

In addition to the above, the 5% dividend paid has been included within long term borrowing costs within Canadian
GAAP, but has been treated as a reduction to retained earnings under U.S. GAAP.

During the year ended December 31, 2008 the entire preference shares issued of 517,777 shares were converted into
common shares.

(4) 8% subordinated debentures

As disclosed in Note 24 in the unaudited consolidated financial statements, on May 13, 2008, the Company completed
the issue of $95,000,000 unsecured 8% subordinated convertible debentures with a maturity of five years. Under
Canadian GAAP, these debentures were assessed based on the rights attached to the instrument and Management valued
the equity and liability component of the instrument using the residual value basis.

Under U.S. GAAP, Management assessed the debentures following the guidance under ASC 815 to determine whether
the embedded conversion option needs to be bifurcated and disclosed separately. The embedded conversion option did
not satisfy the condition of embedded derivatives that requires separation due to the scope exception under ASC 815-10
paragraph 15-74(a) as the option is indexed to the Company’s own stock and would have been classified in Shareholder’s
equity if it had been separated.

As ASC 815 bifurcation is not applicable, the provisions of ASC 470-20 requires that the instrument be assessed for any
‘Beneficial Conversion Features ("BCEF”) included in the instrument, which should be separated using the intrinsic value
method as noted. Based on the guidance, the BCF has been valued at $8,821,320 which was separated and classified
separately under equity as Contributed Surplus. After separation, the liability component was being accreted over the life
of the debentures, being 5 years till May 2013.

During the year ended December 31, 2009, all remaining debenture holders either exercised their conversion rights
or were mandatorily converted into common shares due to a mandatory conversion resulting from daily VWAP of the
common shares being above $32.50 for at least 15 consecutive trading days.

As U.S. GAAP requires the expensing of all unamortized deferred financing costs, placement fee, and the remaining
accretion relating to debentures converted prior to its maturity in the period of the conversion. No such expensing is
required under Canadian GAAP. This amounts to an additional expense of $9,083,127 under U.S. GAAP during the year
ended December 31, 2009.
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(5) Investment in LNG Project/Deferred gain on contributions to LNG Project

As disclosed in Note 14 in the unaudited consolidated financial statements, a Shareholders Agreement was signed on
July 30, 2007 which converted PNG LNG Inc. and its subsidiaries into a joint venture project from being a subsidiary
of InterOil. Under Canadian GAAP, joint ventures are proportionately consolidated into the Company’s consolidated
financials based on the shareholding in the joint venture.

Applying the guidance under ASC 323-10, a corporate joint venture has to be equity accounted under U.S. GAAP.
InterQil has also followed the guidance under ASC 505-10 wherein a gain on contributions to the joint venture is not
recognised, however, a gain is recognised as a result of a change in economic interest.

On February 27, 2009, InterOil LNG Holdings Inc. and Pacific LNG Operations Ltd, acquired Merrill Lynch’s interest in
the Joint Venture Company. InterQOil issued 499,834 common shares totalling $11,250,000 for its share of the settlement.
This acquisition increased InterOil’s economic interest in the joint venture from 82.14% to 86.66%.

InterQil will account for the joint venture using equity accounted method. In addition to the gain or loss recognised as
part of the operations, InterQil will also recognise any difference between the Investment carried in its balance sheet and
the underlying equity in net assets of the joint venture in the statement of operations and the investment balance will
increase/decrease in line with this difference.

The adjustments to reflect the reversal of proportionately consolidated balances and take-up of equity accounted balances
have been summarised below. Given below is the Midstream — Liquefaction consolidated balance sheet and statement of
operations under Canadian GAAP and U.S. GAAP. The statement of operations incorporates results for the year ended
December 31, 2009. PNG LNG Inc. was a subsidiary of InterOil until the date of the Shareholder’s Agreement and has
been proportionately consolidated subsequent to that date.

Midstream - liquefaction Canadian GAAP GAAP US GAAP
Consolidated Balance Sheet Adjustments

Cash and cash equivalents 1,695,514 (1,695,414) 100
Other assets 12,379 (12,379) -
Current assets 1,707,893 (1,707,793) 100
Investment in PNG LNG Inc. - 13,121,141 13,121,141
Goodwill 6,626,317 (5,761,940) 864,377
Plant and equipment 2,313,469 (2,313,469) -
Total assets 10,647,679 3,337,939 13,985,618
Accounts payable and accrued liabilities 1,281,767 (1,281,767) 0
Intercompany payables 19,085,298 (869,354) 18,215,944
Current liabilities 20,367,065 (2,151,121) 18,215,944
Deferred gain on contributions to LNG project 13,076,272 (13,076,272) -
Total non-current liabilities 13,076,272 (13,076,272) -
Share capital 1 - 1
Accumulated deficit (22,795,659) 18,565,332 (4,230,327)
Shareholders' Equity (22,795,658) 18,565,332 (4,230,326)
Total liabilities and Shareholders' equity 10,647,679 3,337,939 13,985,618
Midstream - liquefaction Canadian GAAP GAAP US GAAP
Consolidated Statement of Operation Adjustments

Interest income 7,741 (7,741) -
Total revenues 7,741 (7,741) -
Office and Administrative expenses 4,266,771 (3,166,815) 1,099,956
Depreciation 56,996 (56,996) -
Professional fees 2,841,129 (2,576,874) 264,255
Borrowing costs 1,218,258 - 1,218,258
Exchange (Gain) loss (41,053) 41,053 -
Loss on equity accounted investment - 4,739,339 4,739,339
Income taxes 54,670 (54,670) -
Total expenses 8,396,771 (1,074,963) 7,321,808
Net (loss)/gain (8,389,030) 1,067,222 (7,321,808)
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(6) Deferred Financing costs

Deferred financial costs are offset against the respective liabilities under Canadian GAAP; however, the same is disclosed
as a separate item on the face of the balance sheet under US GAAP in accordance with guidance under ASC 835-30.

(7) Income tax effect of adjustments

The income tax effect of U.S. GAAP adjustments was an increase to the future tax asset of $2,331,829 (2008 — reduction
of $2,671,594, 2007 — reduction of $3,403,154) for the year ended December 31, 2009 due to an increase in the loss
carry-forwards. A corresponding increase in the valuation allowance was recorded.

(8) Non controlling interest

The non-controlling interest movements are the result of the U.S. GAAP adjustments relating to the Midstream operations
described in point 1 above. Non-controlling interests are classified under temporary equity classification on the balance
sheet under Canadian GAAP; however, the same is disclosed as equity, but separate from the parent’s equity, under US
GAAP in accordance with guidance under ASC 810-10. In addition, under Canadian GAAP, net income attributable

to the non-controlling interest generally was reported as an expense or other deduction in arriving at consolidated

net income. However, ASC 810-10 requires consolidated net income to be reported at amounts that include the

amounts attributable to both the parent and the non-controlling interest. It also requires disclosure, on the face of the
consolidated statement of income, of the amounts of consolidated net income attributable to the parent and to the non-
controlling interest.

Recent Accounting Pronouncements applicable to the Company
Non-controlling interests in consolidated financial statements

In December 2007, the FASB issued ASC 810. The objective of this Statement is to improve the relevance, comparability,
and transparency of the financial information that a reporting entity provides in its consolidated financial statements

by establishing accounting and reporting standards. It clarifies that a non-controlling interest in a subsidiary is an
ownership interest in the consolidated entity that should be reported as equity in the consolidated financial statements.
This Statement changes the way the consolidated income statement is presented. It requires consolidated net income

to be reported at amounts that include the amounts attributable to both the parent and the non-controlling interest.

It also requires disclosure, on the face of the consolidated statement of income, of the amounts of consolidated net
income attributable to the parent and to the non-controlling interest. Previously, net income attributable to the non-
controlling interest generally was reported as an expense or other deduction in arriving at consolidated net income. This
Statement applies prospectively to business combinations for which the acquisition date is on or after the beginning of
the first annual reporting period beginning on or after December 15, 2008, except for the presentation and disclosure
requirements which shall be applied retrospectively for all periods presented. The Company has complied with the
disclosure requirements under this standard for the year ended December 31, 2009.

Disclosures about derivative instruments and hedging activities

In March 2008, the FASB issued ASC 815. This statement requires enhanced disclosures about an entity’s derivative
and hedging activities and thereby improves the transparency of financial reporting. Entities are required to provide
enhanced disclosures about how and why an entity uses derivative instruments, how derivative instruments and related
hedged items are accounted for under Statement 133 and its related interpretations, and how derivative instruments and
related hedged items affect an entity’s financial position, financial performance, and cash flows. The statement requires
that objectives for using derivative instruments be disclosed in terms of underlying risk and accounting designation.
This disclosure better conveys the purpose of derivative use in terms of the risk that the entity is intending to manage.
Disclosing the fair values of derivative instruments and their gains and losses in a tabular format should provide a more
complete picture of the location in an entity’s financial statements of both the derivative positions existing at period

end and the effect of using derivatives during the reporting period. Disclosing information about credit-risk-related
contingent features should provide information on the potential effect on an entity’s liquidity from using derivatives. This
statement is effective for financial statements issued for fiscal years and interim periods beginning after November 15,
2008. The Company has complied with the disclosure requirements under this standard for the year ended December
31, 2009.
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Subsequent events

In May 2009, the FASB issued ASC 855-10. The objective
of this statement is to establish general standards of
accounting for and disclosure of events that occur after
the balance sheet date but before the financial statements
are issued or are available to be issued. In particular, this
statement sets forth the period after the balance sheet
date during which management of a reporting entity
should evaluate events or transactions that may occur

for potential recognition or disclosure in the financial
statements, the circumstances under which an entity
should recognize events or transactions occurring after
the balance sheet date in its financial statements, and the
disclosures that an entity should make about events or
transactions that occurred after the balance sheet date.
This statement is effective for interim and annual periods
ending after June 15, 2009. The Company has complied
with the disclosure requirements under this standard for
the year ended December 31, 2009.

The FASB accounting standards codification and the
hierarchy of generally accepted accounting principles

In June 2009, the FASB issued ASC 105. The FASB
Accounting Standards Codification will become the

source of authoritative U.S. generally accepted accounting
principles recognized by the FASB to be applied by
nongovernmental entities. Rules and interpretive releases of
the Securities and Exchange Commission under authority
of federal securities laws are also sources of authoritative
GAAP for SEC registrants. On the effective date of this
Statement, the Codification will supersede all then-existing
non-SEC accounting and reporting standards. All other
nongrandfathered non-SEC accounting literature not
included in the Codification will become nonauthoritative.
This Statement is effective for financial statements issued
for interim and annual periods ending after September
15,2009. Following this Statement, the Board will not
issue new standards in the form of Statements, FASB Staff
Positions, or Emerging Issues Task Force Abstracts. Instead,
it will issue Accounting Standards Updates. The Board will
not consider Accounting Standards Updates as authoritative
in their own right. Accounting Standards Updates will
serve only to update the Codification, provide background
information about the guidance, and provide the bases

for conclusions on the change(s) in the Codification. The
Company has complied with the disclosure requirements
under this standard for the year ended December 31, 2009.

Measuring liabilities at fair value

In August 2009, the FASB issued ASU 2009-05.

This update provides amendments to the fair value
measurement of liabilities. In particular, the update
provides clarification that in certain circumstances in
which a quoted price in an active market for the identical
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liability is not available, a reporting entity is required to
measure fair value using either a valuation technique that
uses the quoted price of the identical liability when traded
as an asset or the quoted prices for similar liabilities or
similar liabilities when traded as assets, or a valuation
technique that is consistent with the principles of Topic
820. This update also clarifies that when estimating the
fair value of a liability, a reporting entity is not required

to include a separate input or adjustment to other inputs
relating to the existence of a restriction that prevents the
transfer of the liability. This update is effective for the first
reporting period, including interim periods, beginning
after issuance. The Company has complied with the
disclosure requirements under this standard for the year
ended December 31, 2009.

Accounting for transfers of financial assets

In June 2009, the FASB issued ASC 860. The

objective of this statement is to improve the relevance,
representational faithfulness, and comparability of the
information that a reporting entity provides in its financial
statements about a transfer of assets; the effects of a
transfer on its financial position, financial performance,
and cash flows; and a transferor’s continuing involvement,
if any, in transferred financial assets. In particular, this
statement removes the concept of a qualifying special-
purpose entity, and removes the exception from applying
ASC 810-10 relating to consolidation of Variable Interest
Entities, to qualifying special-purpose entities. This
statement is effective at the beginning of each reporting
entity’ first annual reporting period that begins after
November 15, 2009, for interim periods within that first
annual reporting period, and for interim and annual
reporting periods thereafter. The Company does not
expect that the application of this standard will have a
material impact on the financial statements.

Consolidation of variable interest entities

In June 2009, the FASB issued ASC 810 which addresses
the effects on consolidation of Variable Interest Entities,
as a result of the elimination of the qualifying special-
purpose entity concept in ASC 860, and concerns about
the application of certain key provisions of the standard,
including those in which the accounting and disclosures
do not always provide timely and useful information
about an enterprise’s involvement in a variable interest
entity. This statement is effective at the beginning of each
reporting entity’s first annual reporting period that begins
after November 15, 2009, for interim periods within that
first annual reporting period, and for interim and annual
reporting periods thereafter. The Company does not
expect that the application of this standard will have a
material impact on the financial statements.



Glossary of Terms

“AIF” means this Annual Information Form for the year
ended December 31, 2009.

“API” means the American Petroleum Institute.

“Barrel, Bbl” (petroleum) Unit volume measurement used
for petroleum and its products.

“BNP Paribas” BNP Paribas Capital (Singapore) Limited.
“Board” means the board of directors of InterOil.
“BP” BP Singapore Pte Limited.

“COGE Handbook” refers to the Canadian Oil and Gas
Evaluation Handbook.

“Condensate” A component of natural gas which is a
liquid at surface conditions.

“Crack spread” The simultaneous purchase or sale of
crude against the sale or purchase of refined petroleum
products. These spread differentials which represent
refining margins are normally quoted in dollars per barrel
by converting the product prices into dollars per barrel
and subtracting the crude price.

“Crude Oil” A mixture consisting mainly of pentanes and
heavier hydrocarbons that exists in the liquid phase in
reservoirs and remains liquid at atmospheric pressure and
temperature. Crude oil may contain small amounts of
sulfur and other non-hydrocarbons but does not include
liquids obtained from the processing of natural gas.

“Debentures” means the 8% subordinated convertible
debentures of InterOil due May 9, 2013.

“EBITDA” EBITDA represents net income/(loss) plus total
interest expense (excluding amortization of debt issuance
costs), income tax expense, depreciation and amortization
expense. EBITDA is a non-GAAP measure used to analyze
operating performance. See “Non-GAAP Measures and
Reconciliation”.

“Farm out” A contractual agreement with an owner who
holds a working interest in an oil and gas lease to assign
all or part of that interest to another party in exchange
for the other party’ fulfillment of contractually specified
conditions. Farm out agreements often stipulate that a
party must drill a well to a certain depth, at a specified
location, within a certain time frame; furthermore,
typically, the well must be completed as a commercial
producer to earn an assignment of the working interest.
The assignor of the interest usually reserves a specified
overriding royalty interest, with the option to convert the
overriding royalty interest to a specified working interest
upon payout of drilling and production expenses.

“FEED” Front end engineering and design.
“Feedstock” Raw material used in a processing plant.
“FID” Final investment decision.

“GAAP” Generally accepted accounting principles.

“Gas” means a mixture of lighter hydrocarbons that exist
either in the gaseous phase or in solution in crude oil

in reservoirs but are gaseous at atmospheric conditions.
Natural gas may contain sulfur or other non-hydrocarbon
compounds.

“Gross reserves” refers to InterOil’s working interest
reserves before the deduction of royalties and before
including any royalty interests.

“Gross wells” refers to the total number of wells in which
we have an interest.

“ICCC” means Independent Consumer and Competition
Commission in Papua New Guinea.

“IPI holders” means investors holding IPWIs in certain
exploration wells required to be drilled pursuant to the
Amended and Restated Indirect Participation Interest
Agreement dated February 25, 2005.

“IPF” means InterOil power fuel. InterOil’s marketing
name for low sulfur waxy residue oil or LSWR.

“IPP” means import parity price. For each refined
product produced and sold locally in Papua New Guinea,
IPP is calculated under agreement with the State by
adding the costs that would typically be incurred to
import such product to an average posted price for such
product in Singapore as reported by Platts. The costs
added to the reported Platts price include freight costs,
insurance costs, landing charges, losses incurred in the
transportation of refined products, demurrage and taxes.

“IPWI” means indirect participation working interest.

“Joint Venture Company” or “PNG LNG” means PNG
LNG, Inc., a joint venture company established in 2007
by InterOil LNG Holdings Inc., an affiliate of InterOil,
MLPLC and Pac LNG to construct the proposed LNG
plant. Under an agreement reached in February 2009,
MLPLC no longer holds any interest in PNG LNG.

(See “Material Contracts — Share Purchase and Sale and
Settlement Agreement dated February 27, 2009)

“LNG” means liquefied natural gas. Natural gas converted
to a liquid state by pressure and severe cooling for
transportation purposes, and then returned to a gaseous
state to be used as fuel. LNG, which is predominantly
artificially liquefied methane, is not to be confused with
NGLs, natural gas liquids, which are heavier fractions that
occur naturally as liquids.
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“LNG Project” means the potential development by

us of an LNG processing facility in Papua New Guinea
described as our Midstream Liquefaction business
segment and being undertaken as a joint venture with Pac
LNG through the Joint Venture Company.

“LPG” Liquefied petroleum gas, typically ethane,
propane, butane and isobutane. Usually produced at
refineries or natural gas processing plants, including
plants that fractionate raw natural gas plant liquids. LPG
can also occur naturally as a condensate.

“LSWR” means low sulfur waxy residual fuel oil.

“Mark-to-market” refers to the accounting standards

of assigning a value to a position held in a financial
instrument based on the current fair market price for the
instrument or similar instruments.

“MLPLC” Merrill Lynch PNG LNG Corp., a company
organized under the laws of the Cayman Islands and an
affiliate of Merrill Lynch, Pierce, Fenner & Smith Inc. and
Merrill Lynch & Co.

“Naphtha” That portion of the distillate obtained from the
refinement of petroleum which is an intermediate between
the lighter gasoline and the heavier benzene, has a specific
gravity of about 0.7, and is used as a solvent for varnishes,
illuminant, and other similar products.

“Natural gas” means a naturally occurring mixture of
hydrocarbon and non-hydrocarbon gases found in porous
geological formations beneath the earth’s surface, often in
association with petroleum. The principal constituent is
methane.

“NGL” means natural gas liquids, consisting of any one or
more of propane, butane and condensate.

“Net wells” refers to the aggregate of the numbers
obtained by multiplying each gross well by our percentage
working interest in that well.

“NI 51-101" refers to National Instrument 51-101 -
Standards of Disclosure for Oil and Gas Activities adopted
by the Canadian Securities Administrators.

“NI 52-110" refers to National Instrument 52-110 -
Audit Committees adopted by the Canadian Securities
Administrators.

“OPIC” means Overseas Private Investment Corporation,
an agency of the United States Government.

“Pac LNG” Pacific LNG Operations Ltd., a company
incorporated in the Bahamas and affiliated with Clarion
Finanz A.G.

“PDL” means Petroleum Development License. The right
granted by the State to develop a field for commercial
production.
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“Petromin” means Petromin PNG Holdings Limited, a
company incorporated in Papua New Guinea and mandated
by the State to invest in resource projects on its behalf.

“PGK” means the Kina, currency of Papua New Guinea.

“PNGDV” means PNG Drilling Ventures Limited, an
entity with which we entered into an indirect participation
agreement in May 2003. (See “Description of our
Business — Upstream - Exploration and Production —
Participation Agreements”, “Material Contracts — Drilling
Participation Agreement dated July 21, 2003”).

“PPL” means Petroleum Prospecting License. The
tenement given by the State to explore for oil and gas.

“PRL” means Petroleum Retention License. The tenement
given by the State to allow the license holder to evaluate
the commercial and technical options for the potential
development of an oil and/or gas field.

“Royalties” refers to royalties paid to others. The royalties
deducted from the reserves are based on the percentage
royalty calculated by applying the applicable royalty rate
or formula.

“Shut-in” refers to wells that are capable of producing oil or
natural gas which are not producing due to lack of available
transportation facilities, available markets or other reasons.

“State” or “PNG” means the Independent State of Papua
New Guinea.

“Sweet/sour crude” Sweetness describes the degree of
a given crude’s sulfur content. Sour crudes are high in
sulfur, sweet crudes are low.

“Working interest” means the percentage of undivided
interest held by InterOil in an oil and natural gas property.

“YBCA” means the Business Corporations Act (Yukon
Territory).

Conversion

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

To Convert From To Multiply By
mcf cubic metres 28.317
cubic metres cubic feet 35315
bbls cubic metres 0.159
cubic metres bbls 6.289
feet metres 0.305
metres feet 3.281
miles kilometres 1.609
kilometres miles 0.621
acres hectares 0.405
hectares acres 2471
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Tel: 1-800-962-4284 (toll free North America)
International: 1-514-982-7555

Operational Office Locations

Cairns

Level 1, 60-92 Cook Street
Portsmith, QLD 4870, Australia
Telephone 61 7 4046 4600
Facsimile 61 7 4031 4565

Houston

25025 1-45 North, Suite 420
The Woodlands TX 77380 USA
Telephone 1 281 292 1800
Facsimile 1 281 292 0888

InterOil Singapore PTE Ltd
Unit 7 Temasek Boulevard
#28-01 Suntec Tower One
Singapore 038987

Office: +65 6507 0222

Fax: +65 6884 9562

Port Moresby

Defens Haus, 6th Floor

Corner Champion Parade and Hunter Street
Port Moresby NCD Papua New Guinea
Telephone 675 303 5100

Facsimile 675 303 5188
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Registered Office Location

Canada

¢/- Lackowicz, Shier & Hoffman
Suite 300,

204 Black Street

Whitehouse, Yukon

Y1A 2M9

Telephone +1 867 668 5252

Web
www.interoil.com
Investor Relations

Wayne W. Andrews

VP Capital Markets
Wayne.Andrews@interoil.com
Telephone +1 281 292 1800

Anesti Dermedgoglou

VP Investor & Public Relations
Anesti.Dermedgoglou@interoil.com
Telephone 61 7 4046 4600





