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InterOil Corporation  
Floating LNG Deal Signed 
 

One step closer to production with Floating LNG.  
Yesterday, as we have expected in the last few months 
and published last summer, IOC announced that it 
executed a conditional agreement with Samsung Heavy 
Industries and FLEX LNG to construct and operate a 
2mtpa floating LNG vessel that will augment the 
proposed 3mtpa land based facility.  We believe that this 
agreement: (1) enables IOC to monetize an additional 
2mtpa by 2014 with limited required capex; (2) improves 
project credibility with the addition of Samsung as a 
partner; and (3) increases the likelihood of an off-take 
agreement with a South Korean partner.  The need for 
additional liquid stripping capacity associated with the 
FLNG vessel will likely push final investment decision 
(FID) on EWC LNG project and Mitsui CSP partnership 
until 4Q2011 vs. prior guidance of June 2011.  
Remaining 2011 catalysts appear loaded with (1) FID of 
all 3 primary projects and related reserve bookings and 
(2) well results from Bwata.  Over the next few quarters 
primary catalysts include a gas off-take and upstream 
sell-down. 

Details of the Transaction.  IOC and Pacific LNG will 
own up to 20% of the FLEX at a relatively low entry price 
that will modestly reduce the 14.5% revenue fee. The 
agreement is structured similar to the EWC LNG deal, 
where Samsung will finance and guarantee delivery of 
the FLNG vessel and receive 14.5% of revenue less 
agreed deductions and premiums for the first 15 years, 
then 12.5% of revenue the next 5 years and 10% the 
final 5 years.  IOC and Pacific LNG will receive: (1) 
~11.3mm options of FLEX LNG at average strike price 
of 4.59 NOK (current share price 9.41 NOK) upon 
shareholder approval, (2) 5% of shares upon FID and (3) 
an additional shares equaling up to 15% ownership 
issued in three 5% tranches for $0.01 from FID to 9 
months post FID.  The agreement will close upon FLEX 
shareholder approval and final FID, which is expected 
by May 2011 and year-end 2011 respectively. 

Other news: IPAA Presentation page 21 & 22 highlights 
Bwata potential.  Seismic data indicates potential reefal 
build ups that appear similar to Elk Antelope.  

Morgan Stanley does and seeks to do business with 
companies covered in Morgan Stanley Research. As 
a result, investors should be aware that the firm may 
have a conflict of interest that could affect the 
objectivity of Morgan Stanley Research. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision. 
For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report. 
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Morgan Stanley ModelWare is a proprietary analytic framework that helps clients 
uncover value, adjusting for distortions and ambiguities created by local accounting 
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating 
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO 
basis. ModelWare also emphasizes the separation of operating performance of a company 
from its financing for a more complete view of how a company generates earnings. 
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weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy 
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively. 
 
  Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count 
% of 
Total Count

% of 
Total IBC

% of Rating 
Category

Overweight/Buy 1195 42% 469 47% 39%
Equal-weight/Hold 1153 40% 406 40% 35%
Not-Rated/Hold 114 4% 22 2% 19%
Underweight/Sell 389 14% 108 11% 28%
Total 2,851  1005   
 
Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley received investment banking compensation in the last 12 months. 
Analyst Stock Ratings 
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, 
on a risk-adjusted basis, over the next 12-18 months. 
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months. 
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the 
analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months. 
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months. 
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months. 
Analyst Industry Views 
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 
relevant broad market benchmark, as indicated below. 
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant 
broad market benchmark, as indicated below. 
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant 
broad market benchmark, as indicated below. 
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; 
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index. 
. 
Stock Price, Price Target and Rating History (See Rating Definitions) 
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securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or 
other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance.  Estimates of future performance are based on 
assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's 
securities/instruments. 
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report. 
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Canada by Morgan Stanley Canada Limited, which has approved of, and has agreed to take responsibility for, the contents of Morgan Stanley Research in Canada; in 
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Industry Coverage:Integrated Oil 

Company (Ticker) Rating (as of)Price* (04/11/2011)

Evan Calio 
Chevron Corporation (CVX.N) O (07/14/2009) $107.78
Cobalt International Energy Inc 
(CIE.N) 

O (12/02/2010) $14.2

ConocoPhillips (COP.N) U (10/01/2010) $80.12
Exxon Mobil Corporation (XOM.N) E (07/14/2009) $85.16
Hess Corporation (HES.N) E (07/01/2010) $81.78
InterOil Corporation (IOC.N) O (09/18/2009) $69.21
Marathon Oil Corporation (MRO.N) O (01/25/2011) $51.77
Murphy Oil Corporation (MUR.N) O (07/23/2010) $75.1
Occidental Petroleum (OXY.N) E (01/25/2011) $100.42

Stock Ratings are subject to change. Please see latest research for each company. 
* Historical prices are not split adjusted. 
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