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Interoil recorded an EBITDAX (EBITDA adjusted for exploration expenses) of USD 17 million in Q4 2013 on operating revenues of USD 25 million. EBIT came in at USD 10 million while net profit amounted to USD 7 million. For
the full year, the company generated an EBITDAX of USD 57 million and a net profit of USD 19 million.
Production increased slightly for the quarter, to just above 3 000 boe (working interest after royalty). For the full
year, Interoil produced more than 1,5 million boe before royalty.
As previously communicated, the 12-well drilling program in Colombia was completed in early November on
time and budget, with a production increase of 66%. On average, the wells had an initial production in-line with
expectations and although the drilling program has been profitable on all metrics, the in-fill wells have been affected by the depleted pressure in the reservoir and the initial declination rates were therefore higher than anticipated. Total production is therefore at the low end of our initial estimates.
The thorough evaluation of the first phase of the drilling program conducted by the new management team of
Interoil Colombia has shown that the existing 35 wells in the Puli-C license has significant potential for increased production and reduced declination. The next phase of the development program for Puli-C will therefore mainly focus on substantially increasing the recovery factor from existing wells through work overs and
operational improvements. In addition to the work-over program the next phase will include drilling 3 strategic
wells that will delineate the reservoir and increase reserves.
It is expected that the revised development plan for Puli-C will generate higher production and reserves while
requiring significantly less capital.
In Peru, the key focus has been to maintain production on very limited investments until the license situation is
resolved. Production has declined by 6% year on year which is promising and well above expectations.
The ruling from the ICC arbitral tribunal is expected to be made public in March. A positive outcome will entitle
Interoil Peru to license extensions for Blocks III and IV until January 2016 and October 2014 respectively. This
will establish that Interoil’s licenses are “in force” and therefore eligible for additional 10 year extensions. Although Interoil believes that the licenses are currently “in force”, and therefore, should have been extended before the arbitration ruling, we, and our legal advisors, are of the opinion that Interoil has a strong case against
Perupetro in the arbitration court.
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P&L Highlights
Quarterly revenues fell 8% on Q3, to USD 25 million, despite increased production, due to a reduction of inventory in Q3.
Cost of goods sold excluding depreciation remained unchanged during the quarter. For the full year, Interoil recorded
revenues of USD 97 million (down 18% on 2012).
Due to seismic acquisition on the LLA-47 field in Colombia, Interoil recorded exploration expenses of USD 3,3 million in
Q4 and USD 3,9 million for the year.
Administration expenses increased by USD 0,9 million in the quarter, to USD 4,5 million (USD 3,6 million in Q3). Administration expenses in Peru reached USD 1,8 million, reflecting USD 1 million of legal expenses related to the license extensions process, CSR and HSE improvement initiatives and other corporate issues. Corporate administration expenses
were also effected by costs relating to options and bonuses granted to senior management for 2013. Note that for comparison bases, substantial parts of administration expenses have been allocated to cost of goods sold and exploration
expenses up until 2013.
Through the liquidation of Interoil Ghana AS and Interoil Africa AS, USD 4,3 million were recorded as “other income”,
through a reversal of historical provisions. This was offset by a USD 1 million “other expense”, resulting from the expensing of a receivable on the former board member and acting general manager of Interoil Peru. Interoil Peru is pursuing Mr.
Jaime Mur Campoverde for the repayment of this receivable. The expensing was done only for accounting purposes.
Interoil generated an EBITDAX, (EBITDA adjusted for exploration expenses), of USD 16,6 million for the quarter, flat on
Q3. For the full year, EBITDAX reached USD 57,2 million, down from USD 69 million in 2012.
Depreciation amounted to USD 3,1 million in Q4 up from USD 2 million in Q3, and USD 6,9 million for the full year.
As a result, Interoil recorded an operating profit of USD 10,2 million in Q4 and USD 46,4 million for the full year.
The net financial expenses of USD 1,6 million were positively affected by USD 0,8 million in realized and unrealized foreign exchange rate gains. For the full year, net financial expenses amounted to USD 7,2 million.
From the profit before tax of USD 8,6 million for the quarter and USD 39,2 million for the full year, Interoil recorded income tax expenses of USD 2 million and USD 20 million respectively.
The company recorded a net profit of USD 6,5 million in Q4 and USD 19,1 million for 2013.

Balance Sheet and Equity
Interoil’s non-current assets amounted to USD 53,2 million at year-end 2013, up from USD 41,7 million in 2012, reflecting
the investments relating to the Colombia drilling program.
At year-end 2013, Interoil had Interest-bearing debt of USD 65,4 million, down USD 15,2 million from 2012 (USD 6 million Proseis debt included in payables in 2012). The debt at year-end 2013 consisted of USD 10,5 million in bank debt in
Colombia, the NOK 310 million bond loan valued at USD 49 million and USD 6,1 million relating to the final installment
on the acquisition of Interoil Switzerland AG (Proseis debt).
Interoil had USD 16,4 million in cash at the end of the quarter, of which USD 4,8 million is restricted, mainly under loan
agreements. Net working capital, including cash, of USD 3,3 million is at a normalized level.
Book equity was negative USD 10,9 million at year-end, up from negative USD 63,3 million in 2012.
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Cash flow
The company generated operating cash flows of USD 4,3 million for the quarter, giving an operating cash flow for the
year of USD 10,9 million. This includes USD 3,9 million of exploration expenses, of which USD 3,3 million were incurred
in Q4. During the year, the company has repaid overdue supplier debt and tax liabilities, amounting to approximately
USD 20 million.
Cash flow from investments amounted to USD 3,3 million for the quarter and USD 18,2 million for 2013. For the year,
capex in Peru reached USD 1,3 million, while USD 17,0 million was spent in Colombia. In addition, USD 3,9 million was
spent on seismic activities in Colombia (expensed during the quarter and treated as operating cash flows).
Financing cash flows amounted to USD 4,8 million for the quarter, reflecting interest payments of USD 2,2 million and
debt repayments of USD 2,6 million. For 2013, financing cash flows were positive USD 13,4 million, positively affected by
the USD 32,9 million net proceeds from the private placement in March 2013.
Net cash flow was negative USD 3,6 million for the quarter, and positive USD 6,2 million for the full year.

Assets and Operations
Interoil operates 2 production licenses in Peru and 1 production and 1 exploration license in Colombia.
Interoil’s production of oil and gas before royalties for Q4 was 4’523 boepd, up 17% on Q2 and up 4% on Q4 2012. Year
on year, the production growth is driven by the 23% increase in Colombia, offset by a 6% decline in Peru, on very limited
investments.

Peru
Production in Peru reached 2’618 bopd in Q4, slightly down on Q3, but up 3% on Q2, and a decline of 6% on Q4 2012.
Capex for year amounted to USD 1,3 million. Relative to the limited investments, the current production level is well
above expectations.
Despite, appr. USD 12 million of overdue tax and supplier debt being repaid during the year, Interoil Peru generated positive cash flows in 2013. The company will continue to generate strong cash flows until the license situation is resolved.
Interoil Peru incurred USD 1 million in legal expenses in Q4 and more than USD 2 million for the year, mainly relating to
the license extension process. In addition, the company has several disputes with former board member and acting general manager, Mr. Jaime Mur Campoverde. Interoil is legally pursuing Mr. Campoverde for the theft of USD 1 million, that
was expropriated immediately before the termination of his consultancy agreement in March 2013. For accounting purposes, the company had to expense the amount in Q4 2013.
On the license extension process, a ruling from the arbitral tribunal is expected within March 2014. The tribunal will issue
a ruling on whether Interoil Peru has the right to extend the term of its licenses until October 2014 (Block IV) and January
2016 (Block 2016), due to force majeure resulting from El Nino incidents in 1998 and 2001.
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Perupetro, the licensing agency in Peru, has stated that a positive ruling for Interoil will establish that the licenses are “in
force” and therefore eligible for a further 10 year extension, along with the other operators in the North-Western region of
Peru. Although Interoil claims that its licenses are “in force” until an arbitral tribunal states otherwise, we are confident in
the merits of our case in the arbitration proceedings against Perupetro and that the ICC arbitral tribunal will rule that the
force majeure events, which are undisputed, must be compensated through a corresponding extension of the license
contracts.
Perupetro has stated several times both informally and publicly, that a positive ruling in the ICC arbitration case will be
followed by a 10 year license extension.
Gaffney Cline and Associates has reviewed the hydrocarbon volumes in Blocks III and IV, and confirms that more than
16 million barrels of oil will be converted to 2P reserves on a 10 year license extension on a 100% basis. The extension
resulting from the force majeure incidents is expected to add another 2 MMbbls of 2P reserves.

Colombia
The 12-well drilling program was completed in November on time and budget. The program was initiated in June 2013,
when production levels were unsustainably low and Interoil Colombia was unable to meet its operational and financial
obligations. The drilling program targeted in-fill wells to maximize the likelihood of drilling commercial wells in order to
quickly increase production and cash flows.
After a thorough evaluation of the drilling program, it is clear that the primary objective was reached. Oil production in
Puli C increased by 66% from the start of the program until year-end 2013, with the new wells accounting for appr. 40%
of total production. In addition, 735 Mboe were added to 2P reserves, of which 525 Mbbl oil and 1.1 BCF gas.
The program is profitable on all metrics, with an internal rate of return of 50% and a NPV (10%) of USD 10 million, after
tax. Average payback time is around 24 months and capex per boe is around USD 20.
These metrics are very compelling relative to the industry and confirms our strong belief in the Puli C asset. However,
the in-fill wells were affected by the depleted pressure in the reservoir which caused initial declination rates to be higher
than anticipated. Consequently, both production and the expected ultimate recovery (EUR) of 735 Mboe is at the low
end of our initial expectations.
The thorough evaluation of the first phase of the drilling program has led to a revised development plan for 2014.The
main focus for the new management team in Colombia will be to reduce declination to increase production from the
current 35 wells on the Puli C field. 80 jobs are planned for 2014, including re-perforations, stim jobs, gas treatments
and flow optimization, for a total cost of USD 7 million, to increase gross reserves by more than 1,5 million barrels of oil.
This equates to an average development cost of less than USD 5 / bbl of oil. Furthermore, these operational activities
are expected to increase production by 40%, to an average working interest oil production of more than 2’000 bopd in
2014.
The second part of the development program consists of drilling 3 strategic wells, of which one will be drilled on Mana
West, to increase reserves and delineate the reservoir. The new wells are expected to generate new gross reserves of
3 – 4 MMboe at a total cost of USD 7 million.
It is expected that the revised development plan for Puli-C will generate higher production and reserves, require significantly less capital and be funded by internal cash flows.
Interoil Colombia incurred USD 3,3 million of exploration expenses in Q4, related to seismic acquisition on LLA-47. Interoil expects to spend another USD 11 million in Q1 2014. As per the ANH commitments, Interoil will drill 8 exploration
wells within November 2015.
Although Interoil believes the asset has great potential, we will in line with our strategy pursue a farm-down process for
appr. 50% in order to reduce the exploration risk in our asset portfolio. The farm down process will be reconvened once
the seismic is available. Interoil expects the interpretation of the seismic to be completed by Q2 2014.
In February 2013, Interoil Colombia entered into a sales contract with Trayectoria Oil & Gas Sucursal Colombia, to sell
Interoil’s interests in the Altair and Cor-6 exploration licenses. Trayectoria is in breach of the contract and will be liable
towards Interoil for any financial damages that Interoil incurs. Interoil and Trayectoria are in dialog in order to resolve
the breach.
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Outlook
Interoil has revised its Puli C development program and expects to secure increased production and reserves through significantly
reduced capex.
The ICC arbitral tribunal in Peru is expected to issue its final ruling on the arbitration proceedings against Perupetro within March. A
positive outcome will entail that Interoil’s licenses are extended to October 2014 (Block IV) and January 2016 (Block III). In addition,
Perupetro has stated that the licenses will be awarded another 10 year extensions.
Interoil is confident in the merits of our case and expects the ICC arbitral tribunal to rule in favor of Interoil.

Oslo, 26 February2014
The Board of Directors of Interoil Exploration and Production ASA
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Note 1. Corporate information
Interoil Exploration and Production ASA (“the Company”) and its subsidiaries (together ‘the Group’ or Interoil) is an upstream oil exploration and
production company focused on South America. The company is an operator of several production and exploration assets in Peru and Colombia.
The Company is a Norwegian Public limited liability company incorporated and domiciled in Norway. The Company is listed on the Oslo Stock Exchange. The Company is registered in the Register of Business Enterprises with organisation number 988 247 006. The Company’s registered
office is Kronprinsensgate 17, 0251 Oslo, Norway.
The condensed consolidated interim financial information for the period ended 31 December 2013 included the company and its subsidiaries. This
condensed consolidated interim financial information has been authorised for issue by the Board of Directors on 26 February 2013.

Note 2. Accounting policies

Interoil’s condensed consolidated interim financial information is prepared in accordance with IAS 34, Interim Financial Reporting in the context of
the International Financial Reporting Standards (IFRS) as adopted by the European Union.
The same accounting policies and methods of computation, except from those disclosed below, are followed as compared with the financial statements for the year ending December 31, 2012, and this condensed consolidated interim financial information should therefore be read together with
the consolidated financial statements for the year ended December 31, 2012 prepared in accordance with IFRS as adopted by the European Union. IFRS 8 and IAS 33 have been applied as the Company is listed on the Oslo Stock Exchange.
With effect from 1 January 2013 Interoil adopted certain revised and amended accounting standards and improvements to IFRSs as further outlined in the Significant accounting principles note disclosure to Interoil's financial statements for 2012. None of these revised standards or amendments have significantly impacted the condensed interim financial information for the twelve months of 2013, nor have there been any other significant changes in accounting policies compared to the annual financial statements.
The condensed interim financial information provide, in the opinion of management, a fair presentation of the financial position, results of operations and cash flows for the dates and periods covered. Interim period results are not necessarily indicative of results of operations or cash flows for
an annual period.
The condensed interim financial information is unaudited.

INTEROIL E&P ASA Q4 REPORT, 26 February 2014, PAGE 12

INTEROIL E&P ASA Q4 REPORT, 26 February 2014, PAGE 13

INTEROIL E&P ASA Q4 REPORT, 26 February 2014, PAGE 14

Interoil Peru was awarded an injunction to continue operating the licenses in Peru due to force majeure until 2014 and 2016 for blocks IV and III respectively. Nonetheless, the company cannot book the corresponding reserves for this period, until a final resolution is granted by the courts. As a
consequence, Interoil Peru wrote down all oil assets to zero as of year-end 2012. This resulted in an impairment charge of USD 45.3 million.
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