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Positive Sell-down: Key 
Milestones in 2Q12 
 

Today’s sell-down of an interest in block PPL237 
provides resource value and improves IOC liquidity. 

Impact on our views: Today’s sell-down relates to 
PL237, including the recent T-2 discovery, as the 
Elk/Antelope sell-down continues.  The sell-down is 
important to IOC for three reasons: (1) it establishes the 
value of IOC’s upstream resource in Block PPL237 at 
potential value over 4x what is currently implied by the 
share prices for Elk/Antelope resource, (2) solves 
potential funding gap in 2012 (cash/carry), and (3) 
provides leverage in on-going sell-down and 
operatorship negotiations.  Today’s sale price will be 
$2.65/mcfe for 2C resource after final appraisal is 
complete, above the $2.41 implied by the Mitsui off-take 
in 2010 for Elk/Antelope, which compares with the 
implied price for resource in IOC shares estimated at 
$0.51/mcfe (IOC current 2C gas resource (9.4Tcfe * 
58.6%) /public market cap as of Friday ($2.8Bn)).  The 
sale provides IOC with up to $345MM of cash, based 
upon closing conditions, which is necessary with 
$108MM of cash/cash equivalents/restricted cash on 
IOC’s balance sheet as of 12/31/11.     

What's new: IOC announced it has entered a Heads of 
Agreement to sell a 10% interest in its upstream 
holdings in PPL237 (T-2 potential discovery) with Pacific 
Rubiales for up to $345MM.  The company clearly states 
this is not the only sale it contemplates as “…is not 
associated with the planned sale of an interest in Elk and 
Antelope targeted” for 2Q12.   

What’s next:  We believe today’s sale is positive, yet we 
see more important milestones with: (1) final T-2 well 
results,1-2 weeks away (DST and condensate cut) 
which provide data points necessary to prove another 
discovery (P-50 of 4.6Tcfe); (2) potential NEC approval 
in front of the June 2012 PNG Prime Minister’s election 
and; (3) selection of an “internationally recognized LNG 
operator” and related sell-down which company has 
guided for “2Q12.”  

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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M O R G A N  S T A N L E Y  R E S E A R C H  
N O R T H  A M E R I C A  

Stock Rating 
++ 

Industry View 
Attractive Key Ratios and Statistics 

Reuters: IOC.N  Bloomberg: IOC US 
Integrated Oil / United States of America 

Price target ++
Shr price, close (Apr 27, 2012) $58.35
Mkt cap, curr (mm) $2,868
52-Week Range $75.85-31.19
 
Fiscal Year ending 12/11 12/12e 12/13e 12/14e

ModelWare EPS ($) 0.36 0.24 0.16 0.16
Prior ModelWare EPS ($) - - - -
P/E 142.5 247.0 356.4 356.4
Consensus EPS ($)§ 0.13 0.25 0.16 1.11
Div yld (%) 0.0 0.0 0.0 0.0
Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare 
framework (please see explanation later in this note). 
§ = Consensus data is provided by Thomson Reuters Estimates. 
e = Morgan Stanley Research estimates 
++ = Stock Rating, Price Target or Estimates are not available or have been 
removed due to applicable law and/or Morgan Stanley policy. 

 
Morgan Stanley is currently acting as financial 
advisor to InterOil Corporation ("InterOil") with 
respect to its soliciting and evaluating proposals 
from potential strategic partners in the liquefied 
natural gas project currently being led by 
InterOil's joint venture entity, Liquid Niugini Gas 
Limited.   
 
InterOil has agreed to pay fees to Morgan 
Stanley for its financial advisory services which 
are contingent upon the consummation of a 
transaction.   
 
Please refer to the notes at the end of the report. 
 

Request your ballot.

Morgan Stanley appreciates your support in the 
Institutional Investor 2012 All-America Equity 
Research Team Survey.

http://www.institutionalinvestor.com/rankingassistance
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Pacific Rubiales’ Farm-Out: Marking New Resource For IOC 
Triceratops looks like another major discovery – final data 
1-2 week away.  Upon confirmation by testing, the T-2 logs 
indicate a potential hydrocarbon column of up to 2,198 feet 
(670 meters) with average porosity 5.1% with sections up to 
18%.  The DST in 1-2 weeks will conclude on deliverability of 
the resource and the liquids content.  Since the DST will be 
through small aperture testing equipment, we look at 
Antelope-1 (13mmcf/d DST-1) and Antelope-2 (14.7mmcfd 
DST-1) as comparisons, although T-2 is shallower and should 
have lower condensate ratios (16.5bbls per mcf Antelope-2 
DST-1). 

Another E&P opining on IOC’s resource potential.  Pacific 
Rubiales (TSX: PRE, BVC: PREC) is an $8.4Bn exploration 
and production company based in Columbia and listed in 
Toronto and Bogata. The company is primarily focused on 
exploration and development in Columbia and Peru, but also 
has working interests in Guatemala.  The company exited 2011 
at 250 boe/d of production, 87% of which is heavy oil, 10% 
natural gas, and 3% light crude.  PRE has grown production 
11x from 2007 to 2011 and has grown 2P reserves from 
~100MMboe to 400MMboe.  We view today’s farm-in 
announcement as moving PRE closer to its stated goals of 
doubling reserves in two years and growing production to 500 
mboe/d.  We also think PRE has ample liquidity to fund the IOC 
JV as it had ~$1.9bn in EBITDA in 2011, and CFO of $1.2Bn 
and had $730MM in cash at YE11. 

The PRE JV marks IOC drill-bit success for T-2; additional 
potential remains on IOC’s 3.9MM additional acres as well 
as Elk/Antelope transaction.  While today’s announcement 
importantly provides the first potential valuation of IOC’s 
Triceratops discovery and PPL 237 (715m net acres), it does 
not apply to IOC’s 3.2mm additional PNG acres under its 
current licenses, nor does it apply to the Elk and Antelope fields 
which contain 9.4Tcfe of 2C resource.  Today’s press release 
re-iterated an Elk and Antelope planned sale is currently 
targeted in“ 2Q12 and was not part of today’s PRE JV.   

IOC’s 2012 upstream plans look to build off of 2011 
activity.  IOC remained active in 2011 acquiring incrementally 
more geotechnical data across its acreage position.  IOC 
completed airborne seismic data and acquired an additional 
187 mi2 of seismic.  Over 2012, IOC plans to complete T-2, 
evaluate potential for a second Triceratops well (T-3); complete 
its two existing strike lines for Wahoo/Mako and Tuna and spud 
an exploration well in PPL 236/238; and begin to mobilize a 
development rig to the Elk and Antelope fields. 

Exhibit 1 
T-2 Drilled Off-Flank; 2,198 ft. Column of Oil & Gas  

 
Source. Interoil 

Exhibit 2 
Potential Scale of the Triceratops Field 
 

 
Source. Interoil 

Exhibit 3 
Potential Large Closure for Entirety of Triceratops 

 
Source. Interoil 
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Key terms of the agreement.  IOC announced the signing of a 
binding Heads of Agreement with PRE, whereby PRE can farm 
into a 10% net participating interest in IOC’s PPL237 license.  
As part of the JV, PRE will:  
 

(1) Pay $20MM upfront; 

(2) Pay over 12 months pay an additional $70MM for 
Triceratops and $26MM for the balance of 
PPL237; 

(3) “Carry” IOC for an 25% of expenditures 
associated with additional seismic, additional 
drilling and completion costs at T-2, as well as six 
additional wells in the Triceratops structure; 

(4) PRE is to be repaid the 25% carry from future 
production cash flows; 

(5) IOC estimates initial transaction value including 
the upfront payment and carry to be $345MM, in 
addition to the initial transaction value there will 
be a “final resource payment”; 

(6) The “final resource payment” will not determined 
until the Triceratops exploration is completed, 
anticipated to include eight total wells, or an 
additional six wells.  The payment will be 
calculated off of final certified volumes either on a 
1P/1C basis at $3.85/mmbtu, or on a 2P/2C basis 
at $2.85/mmbtu, condensate will be valued 
similarly with 1P/1C at $36/boe and 2P/2C a 
$30/boe.  The final resource payment will be paid 
out over time to PRE based on a similar structure 
to an overriding royalty interest but not on a pari 
passu basis, but where IOC and on other 
upstream interest holders receive 70% of cash 
flows until PRE is paid the amount of the “final 
resource payment.” 

The transaction is subject to closing conditions by June 15, 
2013, PRE will reimbursed out of future “production proceeds” 
if the JV fails to close. 
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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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  Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count 
% of 
Total Count

% of 
Total IBC

% of Rating 
Category

Overweight/Buy 1105 38% 465 43% 42%
Equal-weight/Hold 1242 42% 471 43% 38%
Not-Rated/Hold 101 3% 26 2% 26%
Underweight/Sell 478 16% 126 12% 26%
Total 2,926  1088   
 
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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Important Disclosures for Morgan Stanley Smith Barney LLC Customers 
Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research.  Ask your 
Financial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports. 
Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, Morgan 
Stanley and Citigroup Global Markets Inc. or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website at 
www.morganstanleysmithbarney.com/researchdisclosures. 
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC.  This review and approval is conducted by the 
same person who reviews the Equity Research report on behalf of Morgan Stanley.  This could create a conflict of interest. 
Other Important Disclosures 
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of Chevron Corporation, ConocoPhillips, Exxon Mobil 
Corporation, Hess Corporation, Marathon Oil Corporation, Murphy Oil Corporation, Occidental Petroleum. 
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of 
Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. 
Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the 
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For 
all research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com. 
Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the circumstances and 
objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to 
seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives. The securities, 
instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in 
some or all of them. Morgan Stanley Research is not an offer to buy or sell any security/instrument or to participate in any trading strategy. The value of and income from 
your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, 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. 
The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based 
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or 
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital 
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks. 
Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.  
The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or 
more of a class of common equity securities of the companies.  For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment 
of less than 1% in securities/instruments or derivatives of securities/instruments of companies and may trade them in ways different from those discussed in Morgan Stanley 
Research. Employees of Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities/instruments or derivatives of 
securities/instruments of companies mentioned and may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued by 
Morgan Stanley or associated persons. 
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes every effort to use reliable, 
comprehensive information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when opinions or information in Morgan Stanley 
Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views presented in Morgan Stanley Research have 
not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel. 
Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of 
associated expenses unless pre-approved by authorized members of Research management. 
Morgan Stanley may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report. 
To our readers in Taiwan:  Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your 
reference only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange 
of Hong Kong ("SEHK"), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China Enterprise 
Index is distributed only to Taiwan Securities Investment Trust Enterprises ("SITE"). The reader should independently evaluate the investment risks and is solely 
responsible for their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express 
written consent of Morgan Stanley. To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia 
Limited as part of its regulated activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives. 
Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade 
in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments. 
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC.  Morgan Stanley Research does not constitute 
an offer to sell or the solicitation of an offer to buy any securities in the PRC.  PRC investors shall have the relevant qualifications to invest in such securities and shall be 
responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant governmental authorities themselves. 
Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for Commodities related 
research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts responsibility for its contents); in 
Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 
200008434H), regulated by the Monetary Authority of Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters 
arising from, or in connection with, Morgan Stanley Research); in Australia to "wholesale clients" within the meaning of the Australian Corporations Act by Morgan Stanley 
Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale 
clients" and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley Smith Barney Australia Pty Ltd (A.B.N. 19 009 145 555, holder of 
Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by 
Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which has approved of and takes responsibility for its contents in Canada; 
in Germany by Morgan Stanley Bank AG, Frankfurt am Main and Morgan Stanley Private Wealth Management Limited, Niederlassung Deutschland, regulated by 
Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by the Spanish 
Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct applicable to 
financial research as established under Spanish regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. 
International plc, authorized and regulated by the Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes 
of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, 
authorized and regulated by the Financial Services Authority, also disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their 
Morgan Stanley & Co. International plc or Morgan Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) 
Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned 
equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will only 
be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Client. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre 
Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the 
QFCRA. 
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As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory 
activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations. 
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global 
Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley bases projections, opinions, forecasts and 
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Industry Coverage:Integrated Oil 

Company (Ticker) Rating (as of)Price* (04/27/2012)

Evan Calio 
Chevron Corporation (CVX.N) O (07/14/2009) $106.2
Cobalt International Energy Inc 
(CIE.N) 

O (12/02/2010) $27.18

ConocoPhillips (COP.N) U (10/01/2010) $71.98
Exxon Mobil Corporation (XOM.N) E (07/14/2009) $86.08
Hess Corporation (HES.N) O (05/06/2011) $51.54
InterOil Corporation (IOC.N) ++ $58.35
Marathon Oil Corporation (MRO.N) E (07/08/2011) $29.71
Murphy Oil Corporation (MUR.N) E (11/04/2011) $54.45
Occidental Petroleum (OXY.N) E (01/25/2011) $91.74

Stock Ratings are subject to change. Please see latest research for each company. 
* Historical prices are not split adjusted. 
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	Triceratops looks like another major discovery – final data 1-2 week away.  Upon confirmation by testing, the T-2 logs indicate a potential hydrocarbon column of up to 2,198 feet (670 meters) with average porosity 5.1% with sections up to 18%.  The DST in 1-2 weeks will conclude on deliverability of the resource and the liquids content.  Since the DST will be through small aperture testing equipment, we look at Antelope-1 (13mmcf/d DST-1) and Antelope-2 (14.7mmcfd DST-1) as comparisons, although T-2 is shallower and should have lower condensate ratios (16.5bbls per mcf Antelope-2 DST-1).
	Key terms of the agreement.  IOC announced the signing of a binding Heads of Agreement with PRE, whereby PRE can farm into a 10% net participating interest in IOC’s PPL237 license.  As part of the JV, PRE will: 
	(1) Pay $20MM upfront;
	(2) Pay over 12 months pay an additional $70MM for Triceratops and $26MM for the balance of PPL237;
	(3) “Carry” IOC for an 25% of expenditures associated with additional seismic, additional drilling and completion costs at T-2, as well as six additional wells in the Triceratops structure;
	(4) PRE is to be repaid the 25% carry from future production cash flows;
	(5) IOC estimates initial transaction value including the upfront payment and carry to be $345MM, in addition to the initial transaction value there will be a “final resource payment”;
	(6) The “final resource payment” will not determined until the Triceratops exploration is completed, anticipated to include eight total wells, or an additional six wells.  The payment will be calculated off of final certified volumes either on a 1P/1C basis at $3.85/mmbtu, or on a 2P/2C basis at $2.85/mmbtu, condensate will be valued similarly with 1P/1C at $36/boe and 2P/2C a $30/boe.  The final resource payment will be paid out over time to PRE based on a similar structure to an overriding royalty interest but not on a pari passu basis, but where IOC and on other upstream interest holders receive 70% of cash flows until PRE is paid the amount of the “final resource payment.”



