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REPORT DATE: i 2. BUREAU AGENDA NO.
~ January 5, 1999
JAN-1999-FUS-1003*

. BUREAU:

Fixed Utility Services

— SCTIONG Ty .5. PUBLIC MEETING DATE:

APPROVED BY:

Director:  Math 3-5242, /O’}ﬂ/)\

Supervisor: Bennett 7-5553

January 14, 1999

Legal Review: /' ‘Z/‘Uif;?%‘f

PERSONS IN CHARGE:
Glunz 3-6163

DOCKET NO.:
~ A-110005 et. al.

{a) CAPTION (abbreviate if more than 4 lines)

(b} Short summary of history & facts, docurents & briefs
{c) Recommendation

(a) Electric Generation Suppliers

(b) On August 8, 1998, regulation at 52 Pa. Code 54.31 - 54.43 became effective, These

regulations govern electricity generation supplier licensing.

(¢) The Bureau of Fixed Utility Services recommends that the Commission adopt the
attached proposed draft Opinion and Order which grants licenses to certain electric

gencration suppliers.

10. MOTION BY: Commissioner Chm. Quain Commissioner Bloom-Dissenting in part
Commissioner Brownell - Yes

SECONDED: Commissioner ROLka Commissioner Wilson - Yes

CONTENTS OF MOTION: staff recommendation adopted.

Statement of Vice Chairman Robert K. Bloom attached.



PENNSYLVANIA PUBLIC UTILITY COMMISSION
Harrisburg, Pennsylvania 17105-3265

LICENSE APPLICATION OF PUBLIC MEETING -
 ELECTRIC GENERATION JANUARY 14, 1999
SUPPLIERS JAN~1999-FUS-1003#

DOCKET NO: A-110105.ET. AL.

*

STATEMENT OF VICE CHAIRMAN ROBERT K. BLOOM

Before the Commission for consideration are the
applications filed hy certain electric gencration suppliers
for approval of permanent licenses to offer, render, furnish
or supply electric generatien supplier services in
Pennsylvania. These electric generation suppliers are
currently operating under interim licenses previously
approved by the Commission. The Bureau of Fixed Utility
Services recommends that the Commission grani permanent
licernses to each of the electric generation supplier
included within Attachment A of the Order. I disagree. '

Section 2803(c) (1) (i) of the Public Utility Code, 66
Pa. ©.8. §2809(c){l) (1), reguires an electrie generation
supplier to furnish a bond or ather security approved by the
Commission betfcore the Commission can issue the supplier a
license to provide electricity generation service within
Pennsylivania. In several of the applications for interim
iicensure, the electric generation supplier sought to

- substitute a $250,900 letter of credit in lieu of a $250, 000

security bond, or scught to utilize a bond in an anount less
than $250,000. T have consistently dissented in all such
instances as I Dbelieve that each electric generation
cupplier should be held to the same standard, a $250, 000
security bond. = Therefore, I wish toc be recorded as
dissenting on each of the permanent license application
requests filed by the electric generation suppliers listed
in Attachment A on which I dissented on theiy interim
license due to the electric generation suppliers failure to
supply a $250,000 security bond. The majority of the
electric generation supplier applicants have supplied
$250,000 security bonds and it is not fair to apply
different standards for other applicants.

/= l7-77 | f/j/%{&f’ /KA%/E«W/

DATE 7‘ROBER’T K. BLOOM, VICE CHAIRMAN
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Docket #

A-110008
A-110010

A-110012

A-110013

A-110014
© A~110015

A-110016

A-110017
A-110022

~ A-110025

A~110026

A-110028

A-110029

A~110030

A~110032

ATTACHMENT A
Page 1 of 4

Applicant

Statoil Energy Services, Inc.
CNG Retail Services Corporation
. - AR B

PP&L, Inc., Va PP&L Energy Plus
B ' SFE -2 1989
NorAm Energy Management, Inc.
GPU+Advanced Resources, Inc.

Xenergy, Inc.

Mack Oil Company, Inc. t/a The Mack Services Group

Conective Energy, a division of Delmarva Power & Light
Company

Enron Power Mar.keting, Inc.

‘Southern Company Retail Energy Marketing LP.

Strategic Energy Partners Ltd.

PECO Energy Company

Horizon Energy Company

'PSEG Energy Technologies, Inc. |

West Penn Power Company d/b/a Allegheny Energy

Service, Technology and Resources C»Orp(‘)ratiokn‘
LR

FOLDER

- Skr
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ATTACHMENT A

 A-110063

Page 2 of 4
Docket # Applicant
A-110036 NEV East, LL.C.
A-110038 Cinergy Resources, Inc.
A-110039 Mid American Natural Resources, Inc.
A-110041 Affiliated Power Purchasers, Inc.
A-110042 DTE-Coenergy
A-110043 American Energy Solutions, Inc.
A-110045 CMS Marketing, Services and Trading Company
A-110049 | PG&E Energy Services Corp.
A=l IOOS 1 DukeSolutions, Inc.
A-110054 Enserch Energy Services, Inc.
- A-110056 Enérgy Cooperative Association of Pennsylvmia
A-110057 PG Energy Services, Inc.
- A-110058 National Fuel Resources, Inc.
A-110059 Enron Energy Services Power, Inc.
A-110060 Edison Source
A-110061 Engage Energy US, LP
A-110062 Constellation Energy Source, Inc.
Penn Power Energy, Inc.
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A-110066
A=110067
A-110069
A-<110070
A-<110073

A-110074

- A-110076

 A-110078
 A-110080

~ A-110081

A-110082

A-110084
A-110085
A-110086
A-110089

A-110090

A-110091

A-110092

A-110093

ATTACHMENT A
Page 3 of 4
Applicant '
Northeast Energy Services, Inc.

Columbia Energy Power Marketing Corp.
Shipley Oil Company, Inc.

COM/Energy Marketing, Inc.

- Green Mountain Energy Resources, L.L.C.

DTE Edison America, Inc.
UGI Energy Services, Inc.
FirstEnergy Services Corp.
Commodore Gas Company
PCl Sem’ces, Inc.

Pepco Services, Inc.
Amerada Hess Corporation
CSW Energy Services, Inc.
Total Gas and Electricity, (PA), Inc.
Jerome H. Rhoads, Inc.
Select Energy, Inc.

FPL Energy Services, Inc. |
Worley & Obetz, Inc,

Shell Energy Services Co., LLC
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ATTACHMENT A
Page 4 of 4
Docket # Applicant ‘ ‘

A-110095 ' Touchstone Energy-American Cooperative Services, Inc.




COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION
P.0. BOX 3265, HARRISBURG, PA 17105-3265

REFER TD OUN ALE

JANUARY 26, 1999
A-110005

MARK L EISENHOWER ESQUIRE

- STATOTL. ENERGY SERVICES INC
2800 EISENHOWER AVENUE STE 300
ALEXANDRIA VA 22314

GRANTING of PERMANENT LICENSES to ELECTRIC GENERATION SUPPLIERS

To Whom It May Concern:

This is to advise you that an Opinion and Order has been adopted
by the Commission in Public Meeting on January 14, 1999 in the above
entitled proceeding.

An Opinion and Order has been enclosed for your records.

Very truly yours,

DOCKETED

James J. McNulty, o JAN 28 1999
Secretary
gﬁm‘ | | DOCUMENT
Cert.Mail o ’ ' ‘ g
UhamR

SRB
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PENNSYILVANIA
PUBLIC UTILITY COMMISSION
Harrisburg, PA 17105-3265

Public Meeting held January 14, 1999
Commissioners Present:

John M. Quain, Chairman

Robert K. Bloom, Vice Chairman , Dissenting 1n part-Statement attached
David W. Rolka

Nora Mead Brownell

Aaron Wilson, Jr.

Granting of Permanent Licenses to Electric Generation A-110005 et. al.
Suppliers

OPINION AND ORDER

On August 8, 1998, regulations at 52 Pa. Code 54 31 - 54 43 became
effective These regulations govern electricity generation supplier licensihg‘
Entities who apphed to become electric generation supplicrs prior to August 8,
1998 were issued interim licenses.

52 Pa Code 54.32(g) states that:

An electric generation supplier who has been granted o

an intecim license shall apply for a license under this DO C KETE D
subchapter by updating its prior license application to

include additional and updated information required by JAN 28 1993

§ 54 33 (relating to application form}. An updated :
application shall be submitted by December 7, 1998

DOCUMENT
FOLDED




This Order 15 1n respornse to the above-mentioned requirement. Attachment
A contains a list of the currently licensed electric generation suppliers who have
filed the necessary additional and updated information. | |
Jpon full consideration of all matters of record, we find that the granting of
these Ii’censes is necessary and proper for the service, accommodation and

convenience of the public, THEREFORE,

IT IS ORDERED:

1. That a license be issued authorizing each company listed on Attachment
A of this Order, the right to continue to offer, render, furnish or supply electric

generation suppher services to the public within the Commonwealth of

Pennsylvania.

2 That the effective date of each license will be January 1, 1999

BY THE COMMISSiON

J ames J \ALN ufty A

Secretary

(SEAL)
ORDER ADOPTED: January 14, 1999

ORDER ENTERED: jap 26 1999




PENNSYLVANIA PUBLIC UTILITY COMMISSION
Harrisburg, Pennsylvania 17105-3265

LICENSE APPLICATION OF PUBLIC MEETING -

ELECTRIC GENERATION JANUARY 14, 1999
SUPPLIERS JAN~1999-FUS~-1003+

DOCKET NO: A-110105 ET. AL.

STATEMENT OF VICE CHAIRMAN ROBERT K. BLOOM

Before the Commission for consideratzon are the
applications filed by certain elcctric generation suppliers
for approval of permanent licenses to offer, render, furnish
or  supply electric geheration supplier services 1in

Permsylvania. These electric generation suppliers are
currently operating under interim licenses previously
approved by the Commission. The Bureau of ¥Fixed Utility

Services recommends that the Commission grant permanent
licenses to each of the electric generation suppliers
included within Attachment A of the Order. I disagree.

Section 2809(c) (i) (i) of the Public Utility Code, 66

Pa. C.5. §2809(c) (1) (i), requires an electric generation
supplier to furnish a bond or other security agproved by the
Cormigssion before the Commission can issue the supplier a
license to provide electricity generation service within
Pennsylvania. In several of the applications for interim
iicensure, the electric generation supplier sought to
substitute a $250,000 letter of credit in lieu of a $250,000
security bond, or sought to utilize s bond in an amount less
than $250,000. I have consistently dissented in all such
instarces as 1 believe Lhal each electric gereration
supplier should be held to the same standard, a $250,000
security bond. Therefore, I wish to be recorded as
dissenting on each c¢f the permanent license application
requests filed by the electric generation suppliers listed
in Attachment A on which I dissented on their interim
iicense due to the electric generation suppliers failure to
supply a $250,000 security bond. The majority of the
electric gencration supplier applicants have supplied
$250,000 security bonds and it is not  fair Le  apply
different standards for cther applicants.

/*““/:3“'9§? ~ f%%ii%ﬁm»jﬂ%j{éizzﬁiészrvf~/’

DATE 7}10355{1‘ K. BLOOM, VICE CHAIRMAN




Docket #

A-110005
A-110008
A-110010
A-110012
A-110013
A-110014
A-110015

A-110016

A-110017

- A-110022

A-110025
110026
A-110028
A-110029
A-110030

- A-110032

ATTACHMENT A
Page 1 of 4

Applicant

Statoil Energy Services, Inc.

CNG Retail Services Corporétion

PP&L., Inc., t/a PP&L Energy Plus

NorAm Energy Management, Inc.

GPU Advanced Resources, Inc.

Xenergy, Inc.

Mack Oil Company, Inc. t/a The Mack Services Group

Conective Energy, a division of Delmarva Power & Light
Company

Enron Powef Maricetmg; Inc.

Southern Company Reﬁui Energy Marketing L.‘P.,
Strategic Energy Partners Ltd.

PECO Energy Company

Horizon Ex.lérgy Company

PSEG Energy Technologies, Inc.

West Penn Power Company d/b/a Allegheny Energy

Service, Technology and Resources Corporation



BDocket #
A-110036
A-110038
A-110039
A-110041

| A-110042
| A-110043
A-110045
A-110049
A-110051
A-110054
A-110056
A-110057
A-110058
A-110059
A-110060
A-110061]
A-110062

A-~110063

ATTACHMENT A
Page 2 of 4

Applicant

NEV East, L.L.C.

Cinergy Resources, Inc.

Mid American Natural Resources, mc.
Affiliated Powcr Purchasers, Inc.
DTE-Coenergy

Amencan Energy Sclutions, Inc
CMS Marketing, Services and Trading Company

PG&E Energy Services Corp.

DukeSolutions, Inc.

Enserch Energy Services, Inc.

Energy Cooperative Association of Pcmls‘ylvania |
PG Energy Services, Inc.

National Fuel Resources, Inc.

Enron Energy Services Power, Inc":i

Edison Source

Engage Energy US, LP

Constellation Energy Source, Inc.

Penn Power Energy. Inc.



Docket #

A-110066
YA«I 10067
A-110069
A-110070
| A-110073
A-110074
A-110076
- A-110078
A-110080

A-110081

A-110082

A-110084

A 110085
A-110086
A-110089
A-110090
A-110091
A-110092

A-110093

ATTACHMENT A
Page 3 of 4

Applicant

Northeast Energy Services, Inc.
Columbia Energy Power Marketing Codﬁ.
Shipley Oil Company. Inc. B
COM/Energy Marketing, Inc.

Green Mountain Energy Resources, L.L C.
DTE Edison America, Inc

UG! Energy Services, Iné

FirstEnergy Services Corp.

Commodore Gas Company

PC1 Services, Inc.

Pepco Services, Inc,

Amerada Hess Corporation

- CSW Energy Services, Inc.

Total Gas and Electricity, (PA), Inc.
Jerome H. Rhoads, In¢.

Select Energy, Inc.

FPL Energy Services, Inc.

Worley & Obetz, Inc. |

Shell Energy Services Co., LLC




ATTACHMENT A
Page 4 of 4
Docket # | Applicant

A-110095 Touchstone Energy-American Cooperative Services, Inc




COMMONWEALTH OF PENNSYLVANIA ,
PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.O. BOX 3265, HARRISBURG, PA 17105-3265 " REPLY PLEASE

REFER TO OUR FILE

Docket No A-110005
May 6, 1999

o  STATOIL ENERGY TRADING, INC
- 2960 EISENHOWER AVENUE
SUITE 300
ALEXANDRIA VA 22314

ATTENTION Mark L Eisenhower
- RE' License Bond or Other Financial Security

Deur Mr Eisenhower:

Pursuant to 66 Pa. C.S §2809(c), no energy suppher license shall remain in force unless
the hicensee furmishes a bond or other security approved by the Commission to ensure the
financial responsibility of the electric generation supplier and the supply of electrcity at retail.
The Commission’s records pertinent to your Company indicate that the bond or other approved
sceurity posted for Statoil Energy Trading. Inc. expired on March 1, 1999 In order for yows
Company to mamntain its status as a hicensed electric supplier in the Commonwealth of
Pennsylvania, it must provide proof to the Commission that a bond or other approved security
has been obtained.

Your response in this matter is requested within ten (1C) days of the date of this letter

Please direct any questions to Robert Bennett, Energy Manager, Bureau of Fixed
Lulity Services at (717) 787-5553 or Thomas P Maher, Fixed Util:ty Financial Analyst at

(717) 787-5704
CUMENT
B THE commission, 1 1) ER

; MA{HW“’“VW WJAL

James J McNuhy
Secretary

Iocumesi & JMjess




STATOIL ENERGY, Inc.

2800 Ejsenhawer Avenue
Alexandriz, diwging 22314
{703} 317-2300

| ~ “/
May 13, 1999 l 0?30 2
/-
/

Mr. Robert Bennett
Peansylvania Public Utility Commission

NECIIVE])

Buergy Bureau of Fixed Utility Services T v 17 1000
Commonwealth & North Streets

North Otfice Building PUBLIC UTILITY COMMISO™
Harrisburg, PA 17120 ~ SECRETARY & HURE!

Re: Statoil Epergy Services, Inc.

Bond Nu. 158512798 | D O C U M E NT
Dear Mr. Bennett: F O L D E R

Please find enclosed the above-reterenced original bond, dated March [, 1999, with an expiration
dute of March 1, 2000. Should you have any questions. please feel tree to call me at 703-317-
2332, -
\f'er:; truly yours,

STATOIL ENERGY SERVICES, INC.
‘“‘”’;%U/ZUA-

. BECEipep
Kyla L. Dean UEB
Paralepal ’ | ' 4 1

aralepal | MAY 14 1999
“Enclosures .
DHARE OF SERLY COLIY SERUICE
8+ Mary Beth highe

R DLANIOR S L PASE ST

SRB

[i7



¢ DOCKETQD ;

JUN 02 1999

Bend No. 158512768
License or Permit Bond
KNOW ALL PERSCNS BY THESE PRESENTS. That we Statoil Energy Sarvices. fnc.

of 2800 Eimenhower Avenue, Alexandra, Virginia 22374 ;
‘ , hereinefier referred to as the Principal, and

Continentaf Casualty Company
as Surety, are heid and firmly beund unto Pennsyivania Public Utility Comimission

of Marnshung, Penrsylvania 17128

‘ , hereinafter referred to as the Cbilgse, in the sum of
Two Huncred Fifty Thousard Dollars and No Cents
Dollars {  $250,00000 ), forthe payment of which we bind curselves, our egal representalives, Successors and
assigns, jeintly and severaily, firmly by these presents

THE CONDITICN OF THIS GBLIGATION 1S SUCH, That whereas, the Principal has made apelication for a heensa ar
oaimit to the Obiigee for the purpese of. or to exercise the vocation of Supplying Energy And Energy Services o antities
wthin the Semmonweaith of Pennsylvamia ~ See Attached Genera. Purpose Rider ( 111991

NOW, THEPERORE, if the Principal shalt faithfuily comply with gl ordinances, rues and regulations which have baen or
roay hersafiar be in ferce concerning said License or Permilt, and shail save and keep narmiess the Outigee from ait loss
or damage which it may sustain or for which # may become {iable on account of the 1ssuancs of sald license or germi 10
the Principal, then this chligation shall te void; otherwise, to remain in full farce and sffect.

THIS BAND WILL EXPIRE the  1st dayef March 2009 .

but may be csatinued by continualion certiicate signed by the Frincipa! ard Sureiy. The Surety may at any ume
tacrminate its Tability by giving thidy (30) days written notice to the Obligee and the Surely shalf not be lisble for any

 default afier such thirty day notice period, except for defauits cceurfing pror thereto. D O C U M E N -

SIGNED, SEALED AND DATED this  ist  dayaof March ., 1599 F O L -t
SECE I o
B 5 WL B Ststol Energy Sarvices. lge T
, Y (Frintipal)
MAY 14 1999 oA AL |
By (AN} ~ o ~ {Seal)

) Patrick J. Diaz, Irdasurer
SEGC UT RINLE by SiHURY : » Traasure

Centirental Casuaity Company

{Surety)
By, Ml AT . (sea)
Joad C. Plate ‘ Atlurney-m-fact

G-¥3172.G




CONTINENTAL CASUALTY COMPANY
GENERAL PURPOSE RIDER

To be attached to and form a part of Bond Number 158512798, issued by the Continental
Casualty Company, as Surety, on behalf of Statoil Energy Services, inc. of 2800
Eisenhower Avenue, Alexandria, Virginia 22314, hereinafter referred to as the Principal,
and in favor of Pennsylvania Public Utility Commission of Harrisburg, Pennsylvania 17128,
hereinafter referred to as the Obligee, in the sum of Two Hundred Fifty Thousand and No
Cents Dollars {$250,000.00), effective the 1* day of March, 1999.

NOW, THEREFORE, it is agreed that

The Pennsylvania Public Utility Commission, Commonwealth is the sole beneficiary. This
bond is written in accordance with Section 2809 {c}(i}{i} of the Public Utility Code, 66
Pa.C.S. Section 2809 (c}i}li), to assure compliance with applicable provisions of the Publig
Utility Code, 66 Pa.C.S. Section 101, et seq., and the rules and regulation of the
Pennsylvania Public Utility Commission by the Principal as a licensed electric generation
~ supplier; to ensure the payment of Gross Receipts Tax as required by Section 2810 of the

Public Utility Code, 66 Pa.C.S. Section 2810; and to ensure the supply of electricity at
retail in accordance with contracts, agreements or arrangements. Payments made
pursuant to this bond shall inure first to the benefit of the Commonwealth, second, to
EDCs for the reimbursement of Gross Receipts Tax and third, to Private individuals. Any
claims made by the Commonwealth shall have priority over claims made by private
individuals. Proceeds of the bond may not be used to pay any penalties or fines levied
against the Principal for violations of the law, or for payment of any other tax obligations
owed to the Commonwealth.

IT 1S FURTHER AGREED that all other terms and conditions of this bond shall remain
unchanged,

THIS RIDER IS TO BE EFFECTIVE the 1% day of March, 1999.
SIGNED, SEALED, DATED this 1% day of March, 1999,

Accepted By:

Services, Inc,

| Pennsylvania Public Utility Commission < Statoil Eoarm
s {Pnncrpal}

By: | | S Bv‘i\F' 5 (Seal)

= Pat¥ick J. Diaz, Tréafurer

Continental Casualty Company.

By: %ﬁ%’;’ % (Seal)

J,Q%C Plate, Attorney»wFact
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Muthorizing By-Laws and Resaiut?’s

ACOPTED BY THE BOARD OF IRELTORS OF CONTINERTAL CASUALTY TIMBANY
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February 22, 2000

Mr. Robert Bennett ; ,Q
Pennsylvania Pubhe Utility Commission

Energy Bureau of Fixed Utility Services

Commonwealth & North Streets

North Office Building

Harrisburg, PA 17120

Re:  Statoil Energy Services, Inc.
Bond No. 158512798
Dear Mr. Bennett:

Picuse find enclosed the above-referenced original bond, dated March 1. 2000, with an expiration
“date of March [, 2001, Should you have any questions, please feel free to call me at 703-317-
2332 ‘

Very truly yours,

15986 ¢

STATOIL ENERGY SERVICES., INC.

‘-//?Z MM*\

i’«iyl;x L. Dean

Paralegal
Enclosures 5oy =)
3 o
' Mary Beth Tig) M, o
¢ Mury Beth Fighe — o
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FOWER OF AT‘T‘NEY APPOINTING INDIVIDUAL 'TORNEYJN#FACT

Know Alt Men By These Presents, That SONTINENTAL CASUALTY COMPANY, an llinois carporation, NATICNAL SIRE INSURANCE
COMPANY OF HARTFORD, a Connecticut corperation, AMERICAN CASUALTY COMPANY OF READING, PENNSYLVANIA, a Pennsybvania
sorpatabon (hereir colisstively calied “the CCC Surety Companies™), are duly organized and existing corporabions having their pnncipal offices in
the Sity o Chicage, and State of hinois, and that they do by wirtue of the signaturs and seals hergin affixed hereby make, constitute and appaint

- Prark & Patterson kY John € Plate. Jessica J Whiney, Yvonna R, Enredt. individually : ,

of Fa\:s, Cﬁurr:h, ?\f:rcx..mz, )

e trus ang lawdui At:cmey(si»im:‘»‘mt waith fuf pav&r and ::uthonty hereby conferred to sig}z, seal anQ executs for and on their bebatt bonu“s; '
undaertakings and ather abhgatary instruments of similar nature 3 ‘

« In Unhmned Amounts .

an& w it ther therany as fully and 1o the same ertent as if such instruments wers signed oy ak duly anﬁmn‘ied officar of their éerpor‘a:;dns ah’d
4 the acte ot sad Attarney pursuant to the authority hereby given are hereby ratfied and confirmed.

[rws Power ol Ammey is fade and executed pursuart to and by authority of the By-Laws and Reselutons, printed on the reverse hareé.‘,
duly Srsplad 38 ndicated, By the Beards of Directors of the corporations.

10 Witness Whereuf, the CCC Surety Companies have caused these presents to be signed by theic Group Vice President ard their
corparale seals to be hevels oifixed onthis  14th day of wuly L .. 1858

* CONTINENTAL CASUALTY COMPANY
NATIONAL FIRE INSURANCE COMPANY OF HARTFORD
AMERICAN CASUALTY COMPANY OF READING PENNSYLVANIA

Mo o/ Lardie,

Marvin J. Castion Gfoup Vice President

State of Hinms, County of Cook, 58,

Qnths 14th _ day of ; July _ . 199§ . before rme personally tams
Marvin J Casnit {6 me known, who, being oy me duly sworn, did depose and say: that he resides in the ity of Chicage, State of lllinois; that
he 15 2 Grsur Vice Preerdent of CONTINENTAL CASUALTY COMPANY, NATIONAL FIRE INSURANCE COMPANY OF HARTFORD, and
AMERICAN SASLALTY COMPANY OF READING, PENMSYLVANIA described in and which executed the above instrument, that he knows the
seals of said zorporasons: that the seais affixed to the said instrument are such corporats seals; that they wete so affixed pursuant te authortty

gven by the Boards cf Cirectors of said corporations and that e signed hus name therets pursuant to ke authority, and asknowledges same to

| o JHL

ba the act and daed of said ¢corporations,
My Commmsson Expires March 6, 2000 “Mary Jo Abel " Notary Public
CERTIFICATE

i, Mary A Ribikawsks, Assistaot Secretary of CONTINENTAL CABUALTY COMPANY, NATIONAL FIRE INSURANCE COMPANY OF
. HARTFORD and AMERICAN CASUALTY COMPANY OF READING, PENNSYLVAN!A do nereby certfy that the Powar of Attorney herein
above sot furthos sl in force, and further certify that the By-Law and Resolution of the Board of Direttors of each corporation pnnted on the
reverse heref are st in forco it testimony whereof | have hereunte subscribed my name ard affixed the seals of the said corporaiens

this' 11lth daysf  February 2000 :

CONTINENTAL CASUALTY COMPANY
NATICNAL FIRE INSURANCE COMPANY OF HARTFORD
AMERICAN CASUALTY COMPANY (OF READING, PENNSYLVANIA

% Q Ll

Mary A. RiDKawskis Assistani Secretary
{Reayv 101157;
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“thorizing By-Laws and Resolut‘s

ADGPTED BY THE BOARD OF DIRECTORS OF CONTINENTAL CASUALTY COMPANY:

‘This Powsr of Attorney is mads and exactRed pursuant to and by authority of the following By-Law duly adapted by the Beard of Directers of

tha Company

: “Articte [X~—Execution of Documents '

Saction 3. Appointrshit of Attorney-in-fact. The Chairmarn of the Board of Directors, the President or any Executive, Senior or Group
Vice President rray. from bme 16 time, appeint by witten certificates attoreys-in-fact to act i sehalf of the Cormmpany in the axecution of
pchicies of insurance, bonds, undertakings and other obligatory instruments of like nature Such attomeys-in-fact, subject to the limitations
set forte in their respective certficates of authortty, shall have full power to bind the Company by their sighature and execution of any such

. mistruments and to attach the sealof the Comrpany therets. The Chairmnan of the Board of Directors, the President o any Executive, Senior

¢ Gloup Vice President or the Board of Directors, may, at any time, revoke all power and authority previously gven to any attorney-u-fact”

Tres Power of Atomey is signsd and sealsd by facsimile under and by the authonty of the faliowing Resaoluaen adopted by the Board of

Directors of the Cumpany ata meetng duly called and held on the 17th day of Fabruary. 1893

*Resolved, that the signature of the President or any Executive, Senior or Group Vice President and the seal of the Company may be
affixad by facsimie s any sower of attornay granted purswant 1o Section 3 of Article 1X of the By-_awe, and the signaturs of the Secretary or
an Assistant Secretary and the seal of the Company may be affixed by facsimile to any certificate of any such pewer and any power of
certficate beanng suth facsimie signature and sea; shall be vaid and bnding o the Company Any such nower st executed and sealed and
certfied by cortficate s¢ axecuted and seaied shalf, with respect {0 any bond or undertaking to which it s atiachad, ¢ontinue to be valid and
sinding bn the Campany.”

ADCPTED BY THE BOARD OF JIRECTORS OF AMERICAN CASUALTY COMPANY OF READING, FENNSYLVANA!

This Power of Aticrmey is made and executed pursuant te and by authonity of the folowing By-Law duly adopted by the Board of Directars of

the Company

“Artlsle VE—Execution of Obligations and Appolntment of Altorney-n-Fact
Section 2 Appointnent of Altorney-in-fact. The Chairman of the Board of Directors, the President or any Executive, Senior or Group
‘Vige Presicun: may. fromtres 1o time, appoint by wriiten certficates attornays-n-fact to act .0 behalf of the Cormpany 1n the axecution of
poscies of msurance, bonds, undertakings and other obligatory mstruments of like nature. Such atomeys-in-fact subysct to the limitabons
st forth s thar respective centificates of authonty, shall have full power to bind the Company by their signature and execution of any such
instrurnents and to ettach the seal of the Campany thereto. The President or any Executive, Senor o Group Vice President may at any e
reveke all power ang authority previously gven to any atternay-in-fact” '

This Powar of Altorray s signed and sealed by facsimile under and by e authorty of the folowing Resolution atopted by the Beard of

Diractors of the Company at a mestng duly talled and held on the 1 7th day of February, 1653,

*Hesolves, that the signature of the President or any Executive, Senior or Group Vice President anc the séal of the Company may be
affixed by facsimile on ary pawer of attomey granted pursuant fo Section 2 of Article Vi of the By-Laws, and the signature of the Secretary or
an Assistart Sesretary and the seal of the Company may be afficed by facsimile to any certificate of any such power and any power ot
cuitheats beanng such fassimile signature and seal shall be valid ane binding on the Company. Any such power so executed and sealed and
certified by cerfificate s executed and sealed shall, with respect t¢ any bond ar undertaking fo which 1t is attached, contirue to be vaiid and
bindieg on the Cempany.” «

ADOFTED BY THE BSMQD OF DIRECTORS OF NATIONAL FIRE INSURANCE COMPANY OF HARTFORD.

This Power of Attarnsy is "nade and executed pursuant to and by authonty of the folowing Rescluton duly adopted on February 17, 1893 by

e Board of Directers of the Company

“HESCLVED. That the President, an Executve Vice Presicent, or any Senior or Group Vice Presicent of the Corparation may. from time
t titne, appoint, by written certificates, Attormneys-in-Fact to act in benalf of the Corporation in the executon of poiicies of insurance, bonds,
undettakings and sther ebligatory mstruments of like nature Such Aftorney-in-Fact, subjact to the limdatons set forthin their respectve
Lartificates of duthorty, shall have full power to bind the Carporatics by their signature and execution of any such instrument and tw attach
the seal of the Corporatior thereto, The President, an Executive Vice President, any Serer or Group Vice President of the Board of Cirectors
may at any time raveke all power and authority praviously givento any Atomey-in-Fact”

This Power of Attamey 15 signed and sealed by Sacsimile under and by the authonty of the following Resalutior: adoptet by the Board of

Directors of the Sompany at & maeting duly calied and heid on the 17th day &t February, 1993

“RESCLVED: That the sigrature of the Prasident, an Executive Vics President or any Senior or Greup Vice President and the seal of
the Corporation tay ke affixed by facsimile on any power of attorney granted pursuant to the Resolution adapted by thrs Board of Directors
un February 17, 1993 and the s gnature of o Secretary or an Assisiant Secretary and the seal of the Corporatisn may be affixed by facsimile
to any certficate of any such power, and any power or certificate bearing such facsimiie s.gnature and sonl shall be val and binding on the
Carperation. Any sush nower so executad and sealed and certified by cerifeate $o sxectrod and sealed, shall with “espect ta any bond of
urdertaking to which 1 & attached, conthue te be valid and binding oh the Corperation *




“ AMERADA HESS COR
‘ 2800 Eiserhower Averue, Thir
Alexandria, Virginia 223

April 6, 2000

RECEIVED

Mr. James J. McNulty, | APR 06 2000
Secretary : ’

P‘ezm sylvania Public 1 Iuhzy( ommission A PUBLIC UTILITY COMMISSION
North and Commonwealth Streets SECRETARY'S BUREAY

Harrisburg, PA 17105-3205

Re' Notice of Company Name Change:  Statoil Energy Services, Inc. (SESL).
Licensed Electric Generation Supplier
Apphcation A-110005
Issued January 1, 1999

Dear Mr. McNulty:

Please be advised that Statorl Energy Services, Inc (SESI), an electric generation
suppher hcensed by the Pennsylvama Public Utility Commuission at A-110005 issued January |
1999, 15 changing its name to Hess Energy, Inc. (“HEI”). The name change 18 effective Apnil
1, 2000, and s evidenced by the Articles of Amendment filed with the Secretary of the
Commonwealth of Virginia and enclosed herem The Penosylvania Secretary of State 1s also
being notified of the name change.

The name change results from the acquisition of the outstanding common stock of Statoil
Energy Services, Inc. by Amerada Hess Corporation (AHC). The change in control of the
common stock of SESI, through the purchase by AHC, will have no effect on SESI's
pecformance ot ity vontracts for sales of electric generation suppler services o customers in
Pennsylvania nor on its capability to perform under its Pennsylvama electric generation supplier
heense. All retnl transaction contracts formerly entered into by SEST wall be performed by HEL
The same personnel will be responsible for all retail transactions and for electric generation
supply services currently provided to customers in the State of Pennsylvania.  All customer
account numbers will reman unchanged. - All office locations. contact peeple, und customer
service numbers will continue to provide quality service to customers i the state, Al financial
puarantees reluted to Statorl Energy Services will remain in eftect, The bond on file with the
Commission for Sratoi! Energy Services remains in full force and effect.  PIM membership,
transimisston  agreements and  supplier coordinauon agreements with electric  distribution
companies are being changed to reflect the new Hess Energy. Inc. name, Qur financizl and
technical capability to provide service 15 not changed i any material aspect, and in fact we
beheve 1s enhanced. In further support of the continuing capabtlity to perform under our electric
generation supplier heense, the 1999 financial statements of the Amerada Hess Cmpomtmn are

altached.  /“‘4;{-3. TR
JCUMENT
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The name change is effective for all agreements between SESI and other parties
including, but not limited to, master retail agreements and related transaction confirmations.

Current Compuany Name New Company Name
Statol Energy Services, Inc. Hess Energy, Inc.
2800 Eisenhower Avenue 2800 Eisenhower Avenue

Alcxandria, VA 22314 Third Floor
: Alexandria, VA 22314

The website address has ulso been changed to www besscom. We request that this change
be noted on the Conumission’s website.

Customers of Statoil Energy Services, Inc. are buing notified of this change in accord
with the provisions of the contract with the custormer and the rules and regulations of the
Commission.

Should you have any questions, please do vot hesitute to contact me at (703) 317-2244,
For our record-keeping purposes please file stamp and return one copy of the submuttal, using the
enclosed stamped self-addressed envelope

Respectiully submitted,

7D

Mary IZbeth Tighe

Vice President
Regulatory Affairs

s &3

Lne.

Ce: Oftice of Consumers’ Advocate
Office of Small Business Advocate
Office of Attorncy General
Robert Bennett, PUC
Robert Rosenthal, PUC




ARTICLES OF AMENDMENT
OF

STATOIL ENERGY SERVICES, INC.

ONE
The name of the corporation is STATOIL ENERGY SERVICES, INC
TWO

The following amendment to the Articles of Incorporation of the Corporation has
been adopted , ‘

Paragraph 1 is amended to read as follows.
1 The name of the corporation is HESS ENERGY INC.
THREE

On March 31, 2000, the foregoing amendment (the “Amendmem") was adopted
by the Corporation’s sole shareholder

FOUR
The Certificate of Amendment shall become effective upon the filing thereof
Dated this 31™ day of March, 2000

HESS ENERGY INC.
(formerly Statoil Energy Services, Inc.)

Douglas E Friedman

Assistant Secretary
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Financial and Operating Highlights

Amerads Hess Corporativn and Consofidated Subsidianes

A 11000S

o
Eleilar gigontis 1o thewumnds Ot poe shiee datd

e $4 W 5 gy i TR e S L

1999 1998

Financial — For The Year

Sitlers and other onerating, revenaes
(,'3;7(1‘\1‘::1;; varrings floss

Net ureone floss? :
Met meame Hossd per share (diluted)
Common stock dividends per share
Capral exponditares

Weighted uverage shares sutstanding (diluted)—m thousands

§7.039138  $6.579.892

$ 306511  § (196,051)
§ 437,616  § (458,893)"
$4.85% $(5.12)®

$ .60 $ .60

$ 796,657  $1,438,678
90280 89,585

Financial — At Year-End
Total assess

Toral debt

stovkholders equay

$7,727.712  $7.882,983
§2,309,681  $2,652,465
$3,038,192 $2,643,412

Operating — For The Year
Prodin tions=ret
Crude wland mataral gas hoguids—barrels per day
Unoted States
CHoren

i s Rt e g - e

64,605 44,920
167,802 161,069

 dotal

—— - i

Natural gas--Mdd per day

232,407 205,989

Finated States 338,044 293,849
o bewagn 304,500 282,628
TR S . 642,544 576,477

Retiving and marketrng--harrels per day
Rehning crede tuns
Ameracdy Hess Corpuration
HOVENSALL (™
 Rehned products sold

i 419,000
209,000 217,000
344,000 482,000

L fmcdudes wleer tax gaansoraser salev of $ 760000 8155 pov shurer oftset By vther altne tas sy iaf hao s of 395900 08 5 e dhase
ahd (g edes gfer-au spes saf charges aggregdiong 3208 800 (32 B3 por shares reprosentuty pmpaa meos of wiae dnd pperding feaws 2 et oo on asset sadi s b acrued sovni e

b The aags s months of {958
it Refestothe (o porats ak 5o% shigre of BEVES SAS crude runs

S Munggcine s basansstan oont Yl oos of Fosuden o Cperagens beginning vi page 0




ATRIBUTETO

~_LEON HESS

A buitder, z dreamer, a drven and determined leader. Aself

marfe man with incredible vision, tirgless energy and great
wisdom. A true patr.ot, with a cirong sense of the Amencan
dream. A relgious man Absve ali g family man '

When ne was young his ricther taught him that a gocd
natrie was the greatest asset 8 man could have He ived
by that imporiant iesson Gf ail the praise he received.
perhaps that which best «haracterized Leon Hess was
that "His worg was his bond. " A hardshake was gii that
was recessary with Leon Hess. ‘

Leon Hess was born 1 Asbury Park, New Jersey, on

March 14, 1914 His fam Iy was of modest means. He grew

up during the Depression. and his family could not afterd
i SRR N to send hurm 1o college. in Y933, he started a fuel on busi-

1914-1999 , IR
ress. often work ng sever days a weak debvening fuet o
in five galion cans to nomes in New Jerséy from a second hand, 6§75 gallon delivery fruck.

In 1938, Leor Hess purchased and in Perth Amboy, New Jersey wnere he buill hus first on stor-
age terminai, the initial step ir constructing the largest o storage n2twork on the Eas: Coast of the
United States. His customers could aiways rely cn hsm for suppiy.

From 1942 10 1945, he served as head of transportat on fogist.¢s {or General Pation He *uelsd
Patton's "Red Ball Express” as the Third Army raced arross Eurane For this he was promoted (o
Lieutenant Colonel. It was one of many proud moments in s e ‘

After his returny from World War It, he married Norme Wilentz, daughter of the prominent lawyer
and former New Jersey Attorney General, David Wifentz Mr. Wilentz bad kindly offered to keep an eye
on Leon's terminal property while he was away at war. Davic Wileniz became Lean's father-in-law,

advisor and close perscnal friend.

Leon Hess had an endless passion for the oif industry. He learned and knew every cetal of the ‘

business. He traveled the globe for over 50 years developing relat.onships in courntr.es such gs
Venezuela, Abu Dhabi, Saudi Arabia, ran, Algena, Libyva Gabon, the United Kingdom and Norway.
Wherever he went he left his mark. The business leaders, minste:s and heads of state he met wers
charmed by the magic, s.ncernity, honesty and eloguence of Leun Heass Inevitably, he earned ther

deep respect.

L%




In 1858, Leon Hess built a refinery in Port Reacing, New Jersey. In 1960, he butt his first HESS gaso-
line statton and in 1964 began the legendary HESS tay truck holiday trad:ition. In 1965, he began his
proudest achievernent in business - the biggest project he ever undertook - the building of one of the
wortd's largest refireries in 8t. Croix, U.S. Virgin Islands. He was proud, not only of its enormous size,
but also of the economic benefits it provided people in the Virgin Islands. The facitity has trained over
4,000 Virginislanders. Itis the Virgin Islands” largest private employer, providing jobs to over 2,000 work-
ers Laon Hess was as proud of the jobs he created as he was of the facilities he built.

Leon Hess had a special love for his football team, the New York Jets. A proud moment 0 his life
was the team's 1963 Super Bow! victory. He derived tremendous pleasure from watching the team over
the years along with the loyal Jets fans.

Leon Hess felt a great responsibility to care for others. He treated his employees, colleagues, friends
and football players as if they were members of his family. When any of them was ill or injured, he
was quick to offer bus help. When Jets’ player Dennis Byrd suffered a serious injury that initially left him
totally paralyzed, Leon Hess not only arranged for medical care, but also visiied him at the hospital every
day. Fortunately, Dennis had @ nuraculous recovery.

He was g major contributor to educational institutions, medical schools, hospitals and cultural
ingtitutions. Throughout his life, he modestly and quietly contributed to his communities.

So serious was his sense of social responsibility that when Hurricane Allen devastated Saint Lucia,
where Amerada Hoss bas an oil storage terminal, and destroyed most of the island’s schoois, he set
up a fund to rebuild the schools. Over 70 schools were rebuilt, providing education for 30,000 chil-
dren. Yet even this large undenakmg he completed without tantare, rewarded by the fact that these
children would continue their education

Leoan Hess' greatest single love in life was Norma, his wife of 51 years. No two people wera more
gevoted and loving. His greatest joy was his family, his three children and seven grandchifdrén.

‘His 301 Jutm now Chairman and Chief Executive Officer of Amerada Hess, gave this tribute to his
father at bugs mernurial service on May 10, 1999, “No one had higher standards of ethics and values, nor
was more madest, nor had more goodness to share than my father, Leon Hess was an angel in our
rmidst. While tus journey on earth has come to an end, his proud legacy will long live on through our
famnly and the memory of ali he stood for will endure ™

Leon Hess is deeply missed by his family, his fnends his colleagues at Amerada Hess and by all

“who knew himHe will never be forgotien.



TOOUR
STOCKHOLDERS _ _

We emered the year 2000 with increasing momentum toward achewég our gcal ot provicing éu;}&
rior financial returng. We conunue 1o increase our crude oi! and natursl gas prodaction and expand
our retail marketing business. We nave made substantial progress in impiementing the bus ness pian
adopted in 1995 to resnape the Company’s asset base (o s‘mpfﬁve finaccal performance. That buse
ness plan resulted in the sale of over $2 bilhior of mature, low return assets and investments ir higner
return projects, ncluding 15 crude oil ang natural gas field developments. |
19489 begarn with nil prices nearan historical low of $12.34 per barrel By year-eng, prices ihad reached
$25.90 and have continued to strengthen. Refining margins remaired unger severe pressure through-
~out the year ang into 2000, but have :mproved recently kR
During 1999 we: » o
» Increased production to 333,00C barrels of aif equivalent per aay from 302 000 barrels per day in 1998
» Reduced operating costs by about $100 mition, spiit nearly equally hetween exploration and B
production and refining and marketing.
« Soid $34d million of terminal ard retail marketing assets and 555 m: ion of onshore California
natural gas properties.
s Reduced debt by $343 million and improved our tota: debt to capitalization ratio o 43% from
50% at year-end 1998
- Throughout the year, we maintained financial disciplire and significamniiv sirengthened our balance
shaet. We completed developmert of seven new oil and géas fieids; reduced capital expendituras by
$642 muilion 1o $797 avthon, reduced exploration expenses by 388 milionto $261 myiilion and contin-
ued to expand and upgrade our HESS retan network. ‘

We face botn significant challenges and great oppurtunities as we begin & rew century

EXPLORATION AND PRODUCTION

We now have onstream 12 of the new oil and gas fields in which we invested to replace the mature'
properties sold as part of our restructuring. These new fiekds have supenor financial returns and
contributed s‘trong v 1o the Company's expiorationand product Qnéar*z:nga ot $174 milion in the fourth
quarter of 1899. Our total unit cost per barrel of il equivalent production dropped 10 311 7510 1989
from $13 80 in 1998 and $14.50 1n 1987, |




Exploration and production continues 1o be the primary vehicle for future income and growth. We
expect to igregse production. in 2000 by about 10% over 18_89 tevels on a crude oit equivalent basis:
Our chalienge in exploration and production is to continug Lo provide iong»’tefm, proﬁiable growth.

Dur exploraticn and production strategy will be balanced among exploration, tese‘rve development
and reserve acquisitions. tn 2000: ‘

. We have a focused exploration program co'mprising 35 wells.

. We are pursuing field redevelopment and reserve development opportunities.

«  We will seek reserve acquisition opportunities that offer low ¢ost production and volumetric upside
in strategle areas,

Dur goal i1s t6 ingrease to one third the portion of our 0.1 and gas reserves that are outside the
United States and the North Sea. Currently, M% of our reserves are outside those areas. We have
initiatives under way 11 our focus areas of Brazil, North and West Africa and Central and Southeast
Asiag We are increasag our exposure to less mature areas that offer the potential for high-impact, long-
life reserves 1o balance our portfalio, which currently is weighted toward the high net present value,
but shorter life reserves generally found in the Gulf of Mexico énd the North Sea.

Atiractive opportunities are available as countries that previo‘usty excluded foreign investment now
actively seek it. Consolidation in the petroleum industry and the high debt levels of certain companies
will resuit in assets becoming available. Our strong financia! position permits us 10 pursue transactions
that meet our strategic goals and financial reium nbjectives.

The results of our 1998 exploration program teli short of our targets, in part due to a severely reduced
program. However, we did replace about 90% of our production excluding purchases and sales. Probabie
tesutves incieased slightly. At year-end 1999, we had over one billion barrels of proved reserves and
mare than seven hundred million barrels of probable reserves, on a barrel of oil equivalent basis. Two

thurds of ure proved reserves are crude oil and one third is natural gas.

REFINING AND MARKETING
The Company's refining and marketing operations improved in 1998 despite one of the weakest years
i history for refining margins ang modest retail margins. The Company reported profitable operations

i each quarter of 1989, Qur challenge in refining and marketing is to achieve double-digit returns on




capital employed in a business that has tradit.onally suffered from low margirs and relatively poor finan
cial performance. Retin:ng and marketing wilt be a smaler portton of the Company's partolic of ésse&s
with less exposure to refining, but more to marketing. We will se’actively invest to éxpand gur HESS retas
marketing business aiong the East Coast of the Un ted States and pursue “p portunities to emanﬁéur :
~ energy marketing business with our irdustrial and commersial customers ir tre northeast United Srates

Early this year HOVENSA, the joint verture refinery company owned by Amerada Hess and ;Pe‘tfrfzﬁeas
de Venezueia S.A., began cunstructing s 58.000 barrei per day gelay=d coang unit ana reiéteﬁ {acih
ties that wil! further enhance financial returns for the St Croix refinery. The 5‘»535 radlion construction
project, being financed by HOVENSA, wil! take approximately two years. Jurrently, FOVENSA s pro
cessing approximately 155,000 barrels per day of Venezuelan crude ail Uporn aomb%enon of construction
of the coker, 115,000 barre's pe- day of less expensive, heavy Venezueian crude cil Aiw will be prdcassed
atthe refinery. With the addition of the coker and favorable crude oil supply a-rangements, we envisionr
the St, Crbix refinery being the preemihent merchant reﬁéery in the wor'd,

Financial returns from our expanding retail marketing busiress showed wnsiderabié mprovement
in 1398 Our retail marketing imtiat:ves emphasize: |
* Building new HESS EXPRESS stores 1a provide one-stop shopping, qual ty and converience
: ' Adding converience stores 1o all retas locations.

» Acquisitions in sefect markets along the East Coast of the Linited States.

We continued to reshape our retail marketing asset base by selang 40 cut'els in areas where our ,
gasoline margins have been weak and purchasirg 80 retail outlets in Pennsyvara and Florida which
are higher margin marxets for us, in the second quarter, we will purchase 178 Merit retai! sites that
will be converted 1o the HESS brand We expect 16 have about 950 HESS retant outlets by the end of
2000, compared with 548 at the end cf 1995. | ,

In energy marketing, our strategy 1s 1o be a total ene’gy provider 12 our mdust;ia!yar:d commer-
cial customers in the northeastern United States, We nave reached agrearentio purchase the energy
markéting business of Statoi! Energy Services, a transaction that wil, more thad double ihe Company’s
sales of natural gas to end users and supp'ement its fue' ol business Tre transaction alsu 3¢ds to cur
‘ Company a well managed, nighly professional organizatior and operation and mav.ydes & customer

base for expansion of high valug eiectricity sa'es



SHAREHOLDER VALUE

Cur corporate chatlenge is to increase current returns to sharehdiders and shareholder value while
ai;uﬁt:numg 1o grow gur business and maintain a strong balance sheet Given the successful restrue-
turing of our asset base, the Company's earnings cutlook and strong financial position and the conviction
that our Common Stack is an excellentinvesiment, your Board ot Directors has autharized spending

ap o $300 mihon to repurchase shares of Common Stock.

RESULTS OF OPERATIONS v

Aragrada Hess had operating earnings of $307 million in 1993 compared with an operating loss of $196
qpaflion in 1998, Excluding special items, exploration and production earned $324 mitlion in 1998 com-
pared with a loss of $18 mullion in 1998 Refining and marketing operations posted a profit o1 $133 million
versys a sy of $18 mathion in 1998. Interest expense and other corporate charges were $150 million

i 1999 compared with $160 million in 1988

 Results wwluding special tems amounted to net income of $438 ranilion {$4.85 per share) versus a
‘wss of 5459 mullion in 1998 {$5.12 per share}. Deta Is of results of operations appear under Management's
Discussion and Analysis of Resuits of Operations and Financiai Condition beginming on page 20 of this

Annuat Beport,

W thank our employees for their hard work and dedication in helping us through the financial chal-
tenges that we faced in 1998 and early in 1999 and for their many contributions in successfully reshaping
the Company's asset base to improve financial performance We express our deep appreciation o sur
Directors for ther continued wise guidance and advice. We thank our stockholders for their support
aned confidence. We are excited about the Company’s future and tha initiatives we have under way 1o

wont nue the Company’s profitable growth.

B LS

JOHN B. HESS W.S.H. LAIDLAW
Chanman of the Board arvl Fresident and
Chuest Fxecutoe Othicor Cruef Quoerguing Officer
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EXPLORATION
AND PRODUCTION

UNITED STATES ’

Crude oil and natural gas liquids productior in the United States ncreased 1o 64,600 barrels péf day

in 1999 from 44,900 barre's per day in 1998 Natural gas product.on nciessed to 338,000 Mcf per day

from 294,000 Mcf per day in 1898 The increased product.on was prirnarily :;;.:;w 1o g fulf yvear of peak pro- |
duction from the Baldpate Field on Garden Banks Blocks 259 and 260 Tns Corporation’s net production

from Baldpate reached peak levels of 26,800 barrels of crude oil and natural gas hauids per day aftdb

77,000 Mcf of natural gas per day curing the year. Amerada Hess g the operator of the Ba dpate ﬁ:éé{i

with a 50% interest. | |

Northwest of the Balopate Field, Ainerada Hess is deve.omng the Cunger Freid {AHC 37 50%: 00
Garden Banks Block 215. The third development well was successiully dulled in 1998 and ins‘t‘aﬁatisn
of high-pressure, subsea trees and related facilities 1s schecuied to begin during the sumier of 2060, |
Three subsea wells wili be ted back to the Garden Banks Block 172 '8 Fuatform whick is located on
the Eochilada Field Inma’} productian from the Conger Field 1s scheduled for late 2006 with o
Corporation’s share of production expected to reach 7.000 barre's of o per day and 35.000 Mcf of
natural gas per day in 2001 ‘

Amerada Hess drilled 3 successfu: appra:sai weit on the Northwestera Freld or Garden Banks Bicck
20010 1999. The Corporatton 1s tr the final stages of engineenng the aovlopment of ﬁ:’% Nanhwaszem
Field, which is located i 1,750 feet of water. Production is expected o eg n fate iy 2000 and the
Corporation’s share of production is expectet to peak «t about 35,000 Mot of natural gas per day i 2001
Amerada Hess has a 50% interest in the Northwestern Fieid |

0On the South Pass Block 83 Field (AHC 33.33%) five success'ul deve opmentwells in 1998 increased
the Corporation’s average production to 16,000 Mcf of ratural gas per day and 3;900 baresls of ol ;:ér
day from a pravious level of 8,000 Mcf of natural gas per day and 1800 barepis ‘:ﬁ ol perday Dn Gaivesion
Block 210 {AHC 55%), the Corporation drilled a suzcessful devetopment we Ltrat currently is pfoduci 14
at a gross rate of 12,600 Mcf of natural gas per day.

Onshore, Amerada Hess produces 33.000 barrels of crude o and natura: gas i:qgms and 147,000
Mct of natural gas perday About 40% of this production 15 v Nanh Dekita whiere ihe Corporation drified
14 horizontal wells on fields in which it has, on average, 89% erests. pia and extension m;xmg 18

ongoing in the area,







UNITED KINGDOM

Praduction in the United Kingdom North Sea increased to 117,800 barrels of crude oil and natural gas
teguids per day and 257,800 Mef of natural gas per day from 115,450 barrels per day and 251,000 Mef
per day in 1998. Five new fields were brought onstream in 1959, developraent of the Bittern Field was
nearly completed and older figlds maintamned good product.on rates.

The Benee [AHL 14%: and Rubie (AHL 19.20%) Fields began producing crude oil in February 1999
thraugh the ivanhoe/Rob Roy facilities operated by Amerada Hess Limited, the Corporation’s British
subsidiaty. Amerads Hess Limited's share of production from those fields is averagmyg 4,000 barrels
of uit per day. ;

Production began frorm the Neptune and Mercury Fields as parnt of phase oneg of the development
of the Basington Catchiment Area of the southern North Sea Amerada Hess Limited’s share of produc-
tico from these fields, in which it has approximately 23% interests, wiil average about 40,000 Mcf of
natural gas per day in 2000. |

The Bucklard Field (AHL 14.07%} came onstream in August 1999. Production for Amerada Hess
Limmted currently 1s averagimg about 4,000 barrels ot o1 per day and 7,000 Mct of natural gas per day.

The Triton Hoating producton, storage and offloading vessel for the Bittern Field has sailed to
tutahiun. Production from the Bittern Field is expected to commence early n the second quarter and
Amfgrédis Mess L imited’s share of production will peak at 15,000 barrels of oil per day fate in 2000.
Amerada Hess Limited manages the joint team that will operate the production facilities and hés a
29 124 interest in the fietd

The Skene Fied (AHL 9 07%) is expected to be sangtioned for development in the second quarter

'of 2000 Amerada Hess Lamited's share of production is expected to peak at 24,000 Mcf of natural gas
per day late in 2001,

Approval for development of the Cook Field (AHL 28.48%) located on Block 21/20a 10 the central
North Sea has been received, The field is expected to come onstream late in the second quaner of 2000
A net production s expected to peak at 4,000 barreis of ol per day in 2002,

An apprawsal program is in progress for the natural gas discoveries on Blocks 13/30a {AHL 80%,

147260 (AML 20%) and 20/4b {AKL 55%). Development decisions are tikely te be made during 2000.



DENMARK

Amerada Hess A'S, the Corporatior’s Damsh subsigiary, brought the Seutk Arne Field anstream in the
third quarter of 1999, Amerada Hess A'S deveinped the field with aconcreie giavity base and integrated
top sides. Net produchon is gxpected 1 average 30,000 barrels of ol per day and 40 000 Mct of natural
gas per day for Ameraca Hess A'S i 2000, Further development wei's, includ ng water injectors. are
heing drilied 1o enhance futurs remvery Amerada Fess A5 s the Gperstor ¢f the South Axﬁe Pl

and has a 57.48% interest ir the field.

NORWAY ‘

Amerada Hess Norge AUS, the Corporation’s Norwegian subsidiary, ad 1ts partners é&m«ﬁue 0 Bva us
ate thelarge enhanced-recovery waterflood praject for the Vatha Fetd . atign Amerééa Hess N:;rgé
has a 28.09% mterest. Edrly i1 2000, the Nornwegian Government provides royvalty reief ft;r helds onthe
Norwegian Contnental Shelf, That decision 15 expected o accelerate the :;f»:aétés:m making ;);@j:;:esa foor
the waterflood project and increase Amerada Hess Norge's share of producton from ihe vaihiall Figld
by about 2,600 barrels of o1 per day. Procuction for Ameraca Hess Narge averaged 2}’3_{}9 barreis of

crude o1l and natural gas liguidds per dav ang 303,600 Mof of nataral ges per m\, 1 1389

GABON

Amerada Hess Productor Gabon, in whch Amérada Hess has a 77 507, aterest has a 49“-;‘ mxe@m n

the Atora Field which is being developed Production 1s expected to beg i ale in 2000 ant topeak at 3

rate of 4,000 barrels of oil per day tor Amerada Hess Py yearend 2000 me Corporanion’s Gahonese
“production is expected to reach 11.0C0 barrels of o/} per day compared with the current level of 7,030

barreis per day. Current product.on is}:nmaruy fromthe Rab: Kounga 5o wnowhich Amerada Hess

P‘rc;dumsdn Gabon has s 10% interest. Amerada Hess Production Gabor plans 13 participate in the deimg

of three expioraton weils in Gabaor « 2000




BRAZIL
Seismic was shot over 4,000 syuare kiiometers on Block BS-2 on the Santos Basin and BC8 in the
Carnpos Basin. Anierada Hess is the operator of these blocks with a 32% interest and exploratidn drilling
is planned on both blocks in 2000,

During 1999, Amerada Hess acquiréd a 45% interest and operatorship of Block BMS-3 in the Santos
~Basin, on which acquisition of seismicis planned for 2000. Early in 2000, Amerada Hess acquired a 16%

interest in Block BCE-2 in the Ceara Basin. Amerada Hess now has 1,427,700 net acres in Brazil,

INDONESIA
On the Jabung Productiaon Sharing Contract {(PSC) in which Amerada Hess holds a 30% interest, the
Neorth and Northeast Betara Fields and the Gemah discovery have been successfully appraised. The first
phase of ol production is expected to begirt late in 2000 and negotiations for sale of natural gas from
the hields are nearly complete The Corporation’s share of production from the producing fields on the
Jabung PSC, North Geragai and Makmur, is averaging about 3,000 barrels of oit per day.
On the Jambi Merang License {AHC 25%4, the Corporation’s share of production from the Geiam

Field has averaged 5,700 Mcf of natural gas per day and 100 harrels of condensate per day since the
interest was acquired in August 1999, On an adjacent discovery, the Pulau Gaaing Field, two successful
appraisal wells were dritled in 1939 with gross flow rates of up to 17,000 Mcf of natural gas per dayA
Vanous aptions for develpping the Pulau Gading Fizld are being assessed.

On the Lematang PSC, which Amerada Hess vperates with a 70% interest, a successful natural
gas discovery well was drilied on the Singa Field in 1989. Possible development scenarios for the devel-
oprment of this discovery are being analyzed Emphasis is being placed on the sale of this natural gas
to local markets.

Further appraisal drilling is planned in 2000 on the Pangkan PSC, in which the Corporation has a
36% interest. An oil and gas distuvery was made on this concession in 1998, ’ |

In Indonesia, Amerada Hess has interests in five Productior Sharing Contracts covering 3,300,000

net acees and plans to drill a total ot six exploratton welis in 2000.
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THAILAND

Amerada Hess has a 15% mterest i the Paihn Field that came unstieam o Aggust 1999 The Casm«
ration’s sharge of production i currently averaging 25,000 Met of natural was per f:iay‘ and 1800 arels
of condensate per day. Natural gas producton is expectad to increase to 50000 Mcf of naturaigas per
day as demand justfies bringing the phase two developmert onstreans The Paiin Fuold i offshors

Thailand and its product.on is sold in the Thailand gas market

MALAYSIA
Amerada Hess expects v dnl! one well each on SK-306 (AKC 80%: and PM-304 1AHC 70%1 0 2000
There are oil and gas disceveres on these blocks and the Corporation wiv evaluate the commeraial -

potental of the hydrocarbons on these bloeks.

VIETNAM
Amerada Hess acquired a 24.50% interest in Block 16 1 ir the Mekarg Basin, offshore Vietnam 0

1999. Seigmic woark s planaed ir 2000

AZERBAIJAN
Amerada Hess has & 1 88% equity interest in the Azen. Chirag ana Gunest li Fields being devefbped
inthe Caspian Sea by the AIOC zonsorticm. Current net production s 1500 barrels of oil per day and
s éXpected to peak i 2008 at about 14,000 parrels of oil per day aswmmgypspalmﬁ capacity
{s increased.

Amerada Hess has acquired an interest in the Kursanga and Karabagly Tields anshore Azerbanan
and plans for the rehabiltation of these fields have been appraved Tre Corporation’s share of pro
duction from these fields is expected to rise from approximately 1.300 barrels of ol per day 1in 200C to ,

a peak of 7,000 barrels of oil per day in 2005,
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REFINING
AND MARKETING

REFINING

The past year wes the first full yeer of operation for HOVENSA L.L.C., the joint venture between Amerada
Hess and Petroleos de Venezuela, S.A. that owns and operates the St Croix rcf%nery, Despite some of the
worst refining margins in history, HOVENSA was profitable for the year HOVENSA supplies feﬁned petro:
feurn products to both joint venture partners for markets primarily on the Fast Coast and Gulf Coast of
the United States as well as to third parties in the Caribbean Capitalizing on its strategic focation and
operational capabilities to maximize profitability, HOVENSA shipped 16 cargoes of gasoline and oistil-
lates to California in 1999 during pericds of shortages causad by refinery outages on the West Coast of
the United States. '

Early in 2000, HOVENSA secured financing for the construction of a 58,000 barrel per gay delayed
cuking utit. The coking unit will enable the reflinery to protess tower cost, heavy crude oil that will
enhance inancial returns and make the refinery one of the most sophisticated in the world. The refin-
ery currently is processing 155,000 barrels per day of Venezuelan Mesa crude oil. Upon completion of
construction of the coking unit, the refinery will also process 115,000 barrels per day of lower cost,
, Vfanezueian’ Merey crude oil. Construction of the delayed coking unit and refated facilities is expected
1o take about two years. |

Refinery mns at HOVENSA averaged 418,000 barrels per day in 1989, The refinery’s fluid catslytic

crackng unit operated at rates that reached 140,000 barrels per day at times during 1999, making it
| une of the largest Huid catalytic cracking units in the world. ‘

The Corporatiorn’s Port Reading fluid catalytic cracking unit ran at a rate of approximately 6¢,000
barrels per cay in 1999 processing vacuum gas oil and residual fue! oif to manufacture primarily high

guality gasoline for markets in the northeast

17




MARKETING ’
Armerada Hess is building high-volume HESS EXPRESS x;::arweménu: octanh ailey upgradiiyg existing .
gasoline stations and convenence stores, making acguisibors in key gedgraphic srsas and mx:seaSm-g:;
the number of independent HESS branded retaners. The number of HESS retad sutlels indreased 1o 741
atyear-end 18981 fom 837 at vear-end 1998 Itis artcipated that by the end ¢* 2000 there will be ammx- ‘
imately 950 HESS retsil outlets, ; :

During 1998, 21 new HESS EXPRESS stores were opened, and constiraction began or 13 m?féfs
Twenty-three retail sites were upgraded by adding conven ence swores o rebutithing existing faciites,
The Corporation acquired 50 reta | sites in central Pernsybvania and 190 retatl sites in Flonda,

Early in 2000, Ametrsca Hess reached agreemen’ to purchase 778 Visea ratg gasm?r‘xe stat ooy
located i1 the northeast All of the stations will be rebranded HESS Ts JCGuISIton greatly strengin-
ens the HESS brand in the New York Oy, Boston and Philadelptig msteopohian a*eas"ami s expected
to close early in May.

The reshaping of the Corporatten’s downstream asset base for ing eased prof tability continued oo
1898 with the sale of 12 terminals with approximately 19 mubian barrels of wicrage capacity ant 42 rataid
sites in Atiarta, Georgia and Greenvilie, Soutn Carolina where fuel marg rs *or the Corprranon were
lower thar in iis other markets. Proceeds fromi these sales aggregated $34C mallicon.

Early in 2000, the Corporation strengthened is energy marketisy position on the East Coast of
the United States when 1t reached agreement 16 parchase the energy marsetng busingss ot Sta‘tsyai
Enetqy Services. That cempany selis natural gas ang electr oty 1o adusto: g summerig! CustoMmers
primarily in New York, Penmiyivama Maryland, Vig tva and Washingios OO Tﬁe Feguisinn expands
the HESS cusio‘mer base, which previously was concentrated in the New Yerk metrspolitan area.
and more than doubles sales of natural gas 1o end users The transactor expands the Corporatior’s

energy market.ng and operating capabi‘ities and is scheduled o close o e second guarer o 2000

&
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Comparison of Results
Exploration aénd Production {iperatiniy carngs from exnle.
ration and productien acavities meevasesd oy $3-2 imion in
1999, prinwety due w sigmbficantds ugher worldwige crude
oit selling prces, sncreased crede o o mtucal g sales vole
aines and reduced exploration expenies gi connecien wid o
refocased expderation program  Exploration and produciion
eatnings decreased by $27v nullion v W98 compared wuh
1BY7 principaliy reliecting fower vnade o selling prices
The Corporation’s aversge selling prices ucinding the
elfects of heaging, were as ollows

1999 1998 1997

Crade osd and natural gas
Hiuids (pey baarel)
Uned staies
Foreign
Natural gas (per Mof
Urated States
Forresgn

$16.23
17.80

$12.02
13.65

$18.43
19.16

2.14
1.79

2.08
236

242
246
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The 99 inoreases 1 Unied Saes crade o ead aaaral
2w prodaciton were pomandy due o ew preancnen fron

Grep water Gaf of Menn o Seids which cane pastrear o fate
P9 S eased Dneien crode ol produdc et was largeny A
e prodact o e 999 trane s ield ke Dunten seoer
of e Nork sca The 1996 norease o forean nararal 2as
et tofleotend tncrases i ihe North Sea indonesn
and Thaaland ' ‘ ‘
In BGA Drated Stares wrsde b produe i was Loampa s
vabde 1o 57 wod forergy crnde o praductos dec o d,
largely daz 1o marienanee rebdiod HECITGDIGNS dt (e
Linted Kaegdoan Leigs Dmitd Suses nararal gas prodaenon
Wi w1 O prmapalhy relleciimg sssen sades and
mararal deching . Fore g eairal gas prodution insdases o

Baomdue sy lghor deossmd o the United Bugdom




Diepreciation, depletion, amd amorvzation charges relating
1o explorat on and production actvites were higher in 1999
eellec g ncreased erude ol and mataral gas producaen vol-
anes However: on a barrelof odvquivalent produced, depre-
wastion and rebsted charges were comparable in 1999 and gy,
attd Jower thann 1997 Production expenses were fower in
1949, refiecung Jower - 0sts of new fields. Explorauen
experses were also lower in 1999 principally in the United
Atgtes wnd Linited kogdons, as a result of g reduced drilling

program. Prodoction and exploration expenses were alea
et it 998 than 1 997 General and admimstrative
expenses m 1999 were seemewhat lower thar, 1y 1998 reflect-
s cust reduction inttatives in the United States and Lnszed
Rumgaoens Excluding special chiarges, the totalvost per barrel
ab deprecanon, production, exploration and adminisirative
expenses Was $3 750 1099 $13.801m WOk and $14 50 1n w7

Operatmg earuings frors exploraton and producion antiv-
ities 0 1999 wichuded nernonrecurning charges of $9 midlon,
prtipdity relfecung buyouts and reaegotiations of dibigg
g wontracs and sepvices, patially olfset by 318 muthon i
foronay currencyexchange gans and related G benelns
Pre-ta foreipn currensy pans or lossesare mciuded in other
HOTE PO e in the ingome staten:ent

The elfective imnconie Wt on exploration and produc-
ot eanmngy in WYY was H%. Geneally. this ate esgeeds
e S stusutory sute because of speeial petrolewsn waxes
the Unstad Kingdonyand Norway and exploration exproses
cevtnn foreign arcus for which mcome tax benelits ave not
avetiable The 99 ellecnve rate was lower than im 1998
because of the use of a net perating loss carrylorward w
Preamsark wnd e tedoced vupact of international drithing
wzside of the Sorth bea The Corporation anticipies that

= eflective inconme ax 1ate on explotanen and praducnon

varnngs will conunue to exceed the US. statutory rate

U setling price of crude oil has mncreased sigudantly
s the Jow lesebvexpenenced o Jate (998 and early 1099,
qowever there canbe ne assurance that the current hgher
seliang prives wilb coteniae

Refining, Marketing ano Shipping Operating sarnangs lor
rebmang. markeung and shipping aclivinies tncreased o $133
milten 1999 compared with a toss of $18 muliion n 1998
and a loss of $110 nulhon w1997 The Corporaton’ down-
stream eperatons aclude HOVENSA L L€ HOVENSA®,

A 50% owned rebuaug goint senture wish a subsidary ol
Petroless de Venpzuela S A IPOVSAY formed in October
1988 The joira venture s accounted for on the cquity
method Additonal refimng and miurketmg operations
include a fluid cata'yue crackiag facduy m Por Reading, New:
Jersey, uswell as retnd gasoline statons, encigy markeniog,
shuppirg and rading,

HOVENSA' The Corporatinnt’s share of HOVENSA
ncome wis $7 miihon in 1899 compared with income ol
524 nnthon i 1998 when the refinerv was whollv-owned
fur the first ten mouths of the year Margins loral refined
producty contiued © be weal during 1999 as the cost of
crude onf ncreased sipnificency fncome taxes of denefits
are not ecorded o HOVENSA results due o avadable loss
currviurwards Gperatitg exemngs Tront refining, marketing
and chipping achivistes i 1999 alee mclude $47 millon
al mderest ieonee an the note receved frow PRVSA
romnecton with the formation of the pntvenrre 1 1998
$8 mithon of interest was recorded on the note. Interest s
telecied i Oo-GPREraling #peeme i the income statemert,

Belause HOVENSA i accoantad lor on the eqaity mabiod,

~revenues and expenses of the relinesy are no lenger ncluded

m cachy caption i the Corporaucns income statement. Prior
o the formanon of HOVENSA, relinery resuls weee fully
conschidated B 1998 and 1997 the zmoaunts shown below lor
the refioery were ancluded i the income sireriont capouns
indicated i milens:

; o : 1998 1997
sales and other operating revenues $622 $928
Cerat wl produces sl 439 874
HBer aperutify capenses 83 122

% 78

Depreciation and amovrazation
: e

Refinery rons in 1999 and 1998 were 418000 and 421 000
barrels per dav respectively
in tebruary 2000 HOVENDA rewched agreememoon o

SHOO mythicen bank Anancng for the construchon of 1 SREOO
‘ 8

hareel per day delayed coking wnit and relared faciluies
iy refinery. The Luanong also provdes for general working
vapital requireniesus




Refining and marketing aperations. Upetalitg cariimgs
tram the Corporagons caalyis crackisg Ly i ™aw
Jersey mmproved in 199% 15 g resait of i use o relatively ow
vost feedstocks Farmings from metaif openstioes wope higher
1999, rellecung hugher volumes and saghly smproved
margans, However resalts of cnergy markoing scuvitios were
fower, duc e extreniely compontive idasiny wondinons.
Eurnings in 1999 svere detern mined o the IO senior
method ol accoatting: Dunieg the vour the aseol ooty
morcased sigmifrcantde As a reselt cost o products o0l
derenmened using LG was S199 mdlive Figher than o
would have becn using the average vost method

Sales valome: dedreaed 1o 120 muthen bharrels i g
cotnparted with D nilion barted o 998 oacluding
previovsiv consolidated sales of the 8t Croporehnery
The decrease primaniy cefiects Imw spolsabes Operat
g expenses, exclad ng amoan

S Eeinten e the s “H"”f’-‘

1

i reased m 1994 du '.‘3.5:5!:v,;4:(§ tinrd

o

shuppityg
actvities. Revenue from shopping s’ipi’f;s'lu'l‘e s i e
In operung revende i 1he neee sttemen
The Corporation has a % vonng wteress s vyadebaded
The Corpisra-
ann alsy penodicaliv takes forv ard possies G eneigy cor
wracts n addivton 1o s hedgimg pregram The combined
results of trading actities were gans of 335 padinae e
compared with Tosses of $26 i b 1995 and gatee of
$4 nalhor w997 Expenses of the uading partaeship are
meluded i markeang expenses and have aicieased 1 W9y
Rehning markeing and smppmg osenations bid losses
in W and 1097 reflectng

wrtnershnp whoohy trades unergy convondings
£

pwenk reftrang rwargnsand g
ol 197 T]:u us\:h,« btk
years were nupacted by celatvely mabd wirer woather ard
extramely compet tive marker Cotshitions

The C
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Special ltems
Abrer tan specal wems e 1999 1998 and 997 are summanzed
below (e snibltans )

Refiing.

Exploration Marketing
iy anid
o ’ futat v Produc ot Shipping
1949
vty g assr Uaales $ 176 $ 30 $ 146
twenne ax beaefus 54 54 S
stunarment of desets
atd cperang leases {99) (65) (34)
Torat $13t $ 19 $112
1998
Tuths fowsd enasset sades $ (50} $ 56 L1106}
tmygran inens of ausets
and vperating leases [198) {154) (44)
Seyercned s as -
tantal $1263) ’ S(‘ﬂB) $(150)
1997
Aot pupirien $ {55) $ 155) $
Fosswagre tas toband 38 38 -
Gottun soet e e 1 -
Totd - $ (6) ’ $ (6) $ -

Ihe g oo dsset sales of $290millon by 999 rellects the
sate ol the Corporasions Gull Coast and Sovtheast papelie
terstisals and ceruan retatl sites The Carporation alse sod
ratiurad gas properties in Califorom resaltmg s o gam o
£33 madhon. Spegial iwconu ax benclits ot $54 nuilion
rehiect audions Raden in 999 (o reatae the United Sotes tax
tn ol conain prsy v forespneexplotation acuvies and
cupital losses

Anset unpai s an 999 nclude $34 mithon for e
Copporations ctude od storage teomnad iS¢ Lucaas a result
al the nonreniswal ol @ storage comtrace The canrying value
uf the teemmal kad been tmpatred by 5449 million n 10058
refiecting e redaced crude ol storape requirernents «f the
HOVERSA ot ventare et cliarges of $381wdboun were
aley preutded 13 1999 for the senite-dovatr in ook value of the
Corporatons inerest i the Trans Alaska Pipeling Sysien
{he pnparment i due 1o @ sigmticant reduction of crude ol
votuimes i pred through the Corpuation’s share of the
prpeline The Corpswstion has no crude ail production
Altka I s estisand that assetimpairments recorded i 1999
angd 1908 will reduer Lauredepreciation sxpense fufter
seomne s cbec ) by approsanaicly 344 ullion per year i
A and 200t

23

Uhe Corporation also recarded a 1999 net charge of $27
ndion o the adduional dechine s vadue of @ drithing service
tixedeprice contzactdne w lower market rates. The Corpotas
iton hagd previowely wepatred Golling service comracts w 2958
oy recording s charge of $77 nadlion. The Corparations
acerual for doihing service contracts, mcleding the remounder
abamounts provded i Y8 relates to povments thas wall be
made i 2000 ol approxemately $45% anthon falter meame
s eftect

The 1998 specsal itens aisesndduded a toss of $105 ribion
an the sale o 90% of the St Cronx weBinesry and formaton of
he HOVENSA joint vernure The Corperation had s gran ol
56 mitlion on the sale of o and gas assets i the United
states ard Norway, ’

Asseimparriacnt w B9 o iaded $35 nuthon for impar-
mient of 3 lorthe sve ol discovervand $13 onllion lor othee
b and yas assets iy the United States snd United Kingdom
The Corporator also recorded 1829 mithon charge for s
shate of asset uuporment of Pretaier Unl ple, an ety adlibe
ate Severance coste of 315 milbon were wso recorded wn 1998,

The 1997 speaal nems inctaded an aftertax charge of
153
for future costs of two Unnted Kmgdort Norgh Sea ol lieles,
These helds crased praducton iy 1994 Cther 997 spoenia
teins myluded imcome of 338 authion from a refund of United
Kingdom Ferrofoum kevenue Taxes and a pain ol $1 milbon

awntliion for the reductien i arryseg values and provision

ou the sale ofa Unuee Suates patural gas feld.

tiguidity and Capital Resources

et echsh prostded by speraing acuvines ncludmy changes
s operating assets and hab bites amouated 1o $770 millon
1 By 509 i s 1998 and S1250 sudbowan 1997 The
increane 1999 wwas primarthe dee wanproved operaning
resufts. partiativ offset by a reducuon wcdefurred revenues

ol 5349 nithen from the advance sale of crude enf production

e 1948 There was no connparable tarsactian u 1993 The
vartance between 1998 and 1997 was also due 10 the resulis ol
operauens apd changesin worlong camsal medudmg nvens
tory Cash How from Cperatiens, befare changes moopreatng
asstrs and pahbiities, ampusied o 30116 mitlion n 1999, §521
muthen i 998 and $854 rdlonn 1997




The Corporation generated additiona cish for sagial
expenditures and el reducton b seiling noa-0m assts 0
1999 and 1998, The gross proceeds fom assey sales Lmbunted
to 5395 mithon i 1995 and 408 ull e (9K

Totah debt was ST mdizon & Degemnber 31 1990 0m-
pared with 52,058 mallon at Decemner 24, w98 1 hd oobt o
caprtadizavon rano decrdased 1o $3% a1 Deeomtier 3L oy
{rom 50% at year-end 1998 At Deceber 31 1999, tHaaong
rate debtarmcumed w 2% of totad dent | incinging 1he cbiec
of tterest rate conversion tswaps azresments A1 Decers
311999, the Corpe ravton had $485¢ milleos of addiwna
borrewing capaaity avaiiable wmdes 2s revoiviag credis agree-
ments andunused lines of credst unader wo ommited
arrimgements with butrks of 5376 milion

O October 11990, the Corpuration wstcd 51 biltwn o4
publi: debentures The procecds of the wssuance were ased
torepay revolviag credn and other detn Dithe % hilien

T skt s Gie tn 2000 ang
due in

fucts foreagny o saploration aad pro-

£300 malhion bears mrervst m ¥
P20 mutlion beors sterest &2 7% and 3

The Corperrton o
dugtion acuvites 1 the L3

\ff?g;

uted komgdian faraae Denmrk.
Gabun, Indoress, Thadand | Azorbaimn andar other s an
g g
# Venezuelin company. Thererore, the Cotporaer s osubjeq:
to the nisks ussocwaed with foresgn sperations These expr-

sures may snclude polneal risk

trres The Corporaion uise has aorefs S VOTHLG Wt

Coredtl Mo and currenay rek
There have ua been any rateral soverse tlients an the
Corparations results of vperastons or finenc il conditson

as 4 result of s deabngs with fornpn ennties

Capital Expenditures
The tollowing table summanzes the Corporation s capral
expendiures w1999 1995 and 1597 i nutlons

1999 1998

Exploratton and produ tivn
Eaplorauon 5101
Production and develogmern: 626
Avuisiiiors o

727

$ 242
415
50

1,307 1.158

Refrarng. markenng

and sagpping 70 132

$797 $1,439

188
$1.346

Total
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Tlhe Lorporation owns anaoterest ina parmershup that
reacdes crengy comntselities and energy dervatves The
accounty of the pantnership are consohdated with thuse of
the Corpottion The Corporation se engages in tadmg
oy 1s vwn acyount

The Corpuration uses value @t rsk 1o esmate the potens
ual eflects o changes w By values of dervatives and tbher
mstruments tsed m hedging actviues and derivauves and
connnodmes wsed arrading actanes. Thos metbod deter-
mynes die polential onee-day change i faif value wih 954
conhidence The anabysis 18 based o tustorwal simulation and
ather asssnpitons The Corporacion estunates that at Decem-
bor 36, 999, the vanae atrisk telmted w hedging Jotivities,
erclodmy the phiyswal iventory hedged, was $13 million
(%, gredbun at Decersher 31 19983 Dunng 1999, the avetage
vatltie at 1isic for hedpmg aciviies was $6 madhon, tie high
was 313 matbon and the fow wis $ 2 mdbon. Daciug 1998, the

average vahue at sk for nedging acteotues was $4 midhos, the
- Rt was 3% milhion and the fow was $4 milhon. At December
31 1999 the value wt nskon trading acovines, predenunantly
partrershap srading was $6 anlbon (84 mifhon at Degember
4119985 Dunng W99 the average value at sk for radog

aettyitwes way 57 pmuthen the bugh was $13 oallion and e Tow
was §5 mullion. During 1998, thie average value at ik for trad-

g activities wae $5 muihon, the ngh wits %6 mubien and the
fow was §3 milln.

The Corporation alie uses RIETest-Tale LUNVETsIon agree-
mems (0 balance exposire o mwerest tates. At Decenber 31
W94, the Corporation bias substantuadly ail fixed-rate debt and
has $40 mullion of notionad value imerestrate conversion
sgreements thar mreasgd s percentage of Hoaung rate
dent e 24%. Ar Decenber 31, 1998 1the Corporation had
Sto0 m ool fettona! velue, mterest-rate conversion
agrecments tat decreased ts percentage of fleating-rate debt
fe 32 The lﬁn‘rpwm:mm, ulstantiing debt ol 2,31 -
fon. whach wgether with the interestorate swaps, has a
fuer vatlue of $2 299 muibon a December 311999 A 10%
change inanerest rates would change the far values of
cdear and related swape, by SEAO nuihon (564 mlion at
Becembar 31 1998

Fhe Corporafion eses forepn exchunge contracts o
teduce ns exposate t luctwaung foseign exchange rates,
prtcpally tie Pound Stediag. At Pecember 311999, the
Corparaten has $86% mdhon (397 mullion it Decembrr 31,
{908 of notienal value Errogn exchange contns, Generally,
the Corperation uses fureipn exchange contracts w fix the

25

exchunge rate ononet monetary habilives of s Noeth Sea
aperanens The shange i far value of the foregn exchange
zontracts rom @ 10% change m the exchange rate s estumated
to be S93mibhon w Decermbes 31 W99 6518 nuiltion
December 31 098]

Environment, Health and Safety -

The Corporation’s swareness of i envirenmentat responsibids
ties and envwormental regulanens at the federal, stare and
local fevels ave fod o programs reguirmyg hugher operating
conts and capiahiovesurents hy the Corporaton The Corpo-
ratesn contimres 1o foous onenergy canservauon. pollutan
cartrol and waste minmizaiion and veatment. There are also
prograns far cumphanee evaduation, S bty andiong ind
emplovee weaimig o monuoer pperatienal activities and 1o
prevent vondittons that mighi threaten the envizenmenr,

The Corparation produces gasolines that meet the cutrent
requirerients for oxyvgenated and reformulated pasolines
ol the Cean A Act ol 1990 indudmg the requirements Tor
reformulated gusolaws that bogan n 2000 Reformulated
gasesdnes decrease prrsstons of volatle and wxic vrganic
compounds. The Cotporations production of reformudated
gasolnes lrom ts Port Reading facihuy and HOVENSA can
meet its marketng cequaternents. Inadditton, the HGVENSA
refinery has desulfurizaton capaihiues coanhing o w produce
tow sulfur diece: fuel that nieets *he requirements of the Clean
Arr Act HOVENSA can currenidy pitnfuw gasulines that nieet
the requiremients of the Califorma Atr Resources Board.

In December 1999, the United States Covironmeraal Pro-
tection Agency (FPA Yadopied rutes svhich phase on bimia-
tiens on the sulfur content ol gasoline beginning m 2004 The
rules wall requure Port Readimg and HOVERNSA to wke steps to
be in comphance and. mcreased capital expenditures are
likely at are ur both facdites: The Corpurunon is reviewing
uptiuns to determine the maost cost effective complunce strat
epy EPA s also expected to propose reductions i the wlows
abue sulfur content of dieset Tuel which il ultimarely required,
would result v addivonal capitad expenditures

The FPAis considering restrictions ora prohibition on the
ase of MTBE . a gasolae adifiive that is produced by Pont
Reading and HOVENSA and w used primanly 1o meet the
Federal regulations frequiting axvgenation of relonmolted
gasehnes Californa has already adopted a ba on MTBE use
begirning in 2003 1 MTBE s bauned in other arcas and the
FRINEABIT XVECH CORTCNE TEUICMents "or gusonne retiin
1 place, the etiect on the Corporatmn witl depend on the spe-
cifte regadations and the cost ol alterndtive oxygenaies




The Corporatiort expeets connmaing expenditare: for
L’f!%’i!’%'n?l!tl.‘(.fg dostssment are! rernednsvn aies "-Y;it Te 5430
FELTIVE JCHON MY Be Deoessary mynwse gasolime staons, et
minaly, rebneries Cocluding sadid waste monuagement anits
under pervits ssued pursLant 1 the Besour ¢ O onservaron
and Recovers Aty and. although ot sipnificant, Saperfud
sttes whers the-Corporation hus een nama d a poigatialls
responsible party wnder the Supertund legslsnon. The

~Corparatiet expecs than exastog roserees L savirornentat
fubthives will adeguately cover costs ol asscsaing and
remcdiatng knewn sites ,
The Corporanen exponded $8 matbon o was S bmiflua
e 1998 and $12 mullhen i 1997 {orreniediation e sdanion,

caprtal expenditures for faies pravandy eiomply with

federal stare and local environmenal stamdards, were §2
milhon i 1999 54 pulbon 98 and 35 mijkon i 997

Year 2000

The Corpoaratron has connpleted ts progrioe 1o addness thy
yeir 2000 problem and hus expensenced only s few minos
interruptions s cimbedded Sompater svstems siterna
software and srausaetons with thind paries The tal sose
of the year 2000 reriediatien program was 312 millinn The
Corpuaranerrwitl continge (o moniser svatoms duriey the
year and widl address any remamang vear 2000 wsues shoajd

they arise

Forward Loaking Information ,
Certan sections of the Ponanend Kevies: oo g weforences
w the Corporations future reselis of opers cns and branc il
postton, vapntal expend s dervative dascdesuaes and
CIironmental sections, tepresent lorword oGy indor-
matton: Forward Tooking dosciosares cre based on thye Ca

* porations current understanding wid assessment of these
©activities and reasonable assumptions abogt the luute. Actual
riesults mav dilfer rory these disclesares bevause of cangee

in market conditions. government sotons and other Laowrs

Dividends .
Cash dividends orcommon siock wteled % 6 per share
(S 15 per quarter} during 1999 and s

I %}
Ea 4%

Stack Market information
The commmen sedvs of Armerada Frese Corporatien s
wragte dpnpoapatiy o
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Statement of Consolidated Income
Amerada Bess Corporation ang Consolidated Subsidiaries

For the Years Ended December 31

Fheusahd ai{ wlt:.xxs enxpi pes ‘;’!(l’(;dti?? ’ ) " 1999 ;‘1998 1897
Revenues
Sades {eachudhing excse tuses) and other ;
Gperanng revenues $7,039,138 46,579,882 $8,223,582
Ncm QP L one , :
Lain (o) on asset sales ‘ 273,441 {25,679) 16,463
l gty it income {loss) of HOVENSA L L C 6,988 - - {15,848) —
Other - B 141,787 82,740 120,435
; Tnz i revenines ; ) 7.461,354 6,621,105 8,360,480

Costs and Expenses

Cast ol products sold 4,240,910 4,373,616 5,677,924
Producion expenses 487,219 517,828 557,025
Markuutg expenses 387,298 378,506 328,975
Cihier operating expenses 216,651 224,433 231,791
Explotaton expeises ncluding dey holes :
and lease unpairment ' 261,038 348,951 421,863
General and aduunistrative expenses 231,546 270,668 236,269
IHLEROst EXPENSE ' 158,222 152,934 136,149
Leprectation, depletianand amortzation 648,663 661,802 663,297
Ipairment of aswets and operating leases 127,998 206,478 80,602

%r.sml;mlw . d expenses . m&?ggii‘ii . 7 135216 8,233,895

T ome {kosed belore meome Laxes 701,809 (’514 111) - 126,585
Provais ,muiimnﬁfu} lor snesme taxes 264,193 - {55,218) 119,085
Netlncome {Loss} , $ 437,616  $ (458,893) $ 7,500

Netincome (Loss) per Share

Basic $4.88 $(5.12) $.08
Otuted | | $4.85 $(5.12) $.08

Statement of Consolidated Retained Earnings

L g b, 8 S S

For the Years Ended December 31

” i d f. w,,f ¥iai ‘ﬂ'}fﬂ ‘f%xih‘dwm ) ) 1999 1998 ) : 1997
Balance at Beginning of Year o : $1,904,066 $2,463,005 $2,613,920
Netincome {loss) 437,616 {458,893) 7,500
Drvidends declared - cormmon stock ; :
£% 01 per share i 1999, 1994 and 1997) ; {54,311) {54,520) {55,050)
- Comman stock acquited and retned o o= (45,526)  {103,325)
BalanceatEndofYear , , $2,287,371 $1,904,066  $2,463,005

See dec oty pataeng noes iy consaliduct  francnal satements
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Consolidated Balance Sheet

Amerada Hess Corparation and Consclitated Subsidraries

At Decemper 31
Phoisuted, of dolluss . 1999 19498
Assets
Current Assets
Cash and cash equrvalenis S 40,926 3 73.791
Accounts teceivanle ‘
Trade 1,112,114 954,353
Qther 62,930 58,831
(nventories 372,713 482,182
Currem porton ol deferred e me tases 67,418 114,154
- Other current assets o 171,469 203,355
Total current assets 1,827,570 1,886,706
Investments and Advances
HOVENSALLC 709,569 702,581
Oher 282,599 232826
Total mvestmenis and advances 982, 168 935,407
Property, Plant and Equipment
Exploration and preducton 9,974,117 8,718,424
Refimng and nuarketing 980,806 1,183,353
Shipping 109,962 115,462
Total—at cost 11,064,885 - 11,027,239
Less reserves fot deprecianon depiction. amortizanon and :
lease impanrment 7,013,233 6,835,301
Property, plant and equipment—ieq - 4,051,652 4,191,938
Note Receivable 538,500 538,500
Deferred Income Taxes and Other Assets 317,822 330,432

Total Assets

$ 7.721,712

$ 7,882,983



s

At December 31
e o 1999 1998
Liabilities and Stockhoiders Equtty
Curtent Liabilities
Aveonnts payable —trade S 771,797 $ 713,831
Acvrued habidites 621,334 554,632
Deterred revenne 3,846 251,328
Taxes pavable 158,852 100,686
Notes pavahle 17,912 3,500
~ Current matunties of long-ter debt 5,109 172,820
ol current abilues 1,578,850 1,796,797
Long-Term Debt 2,286,660 2,476,145
Deferred Liabilities and Credits :
Ueferved migome taxes 442,172 483,843
Ctwber ) 381,838 482,786
_ he izit h md l)Aht[l&t;; and ugdm 824,010 966,629
Stockholders’ Equity
Preferred stock, par value $1 00
Avthorized — 20000000 shares for issuance ir series — —
Common stock, par value $100
Authoernized - 200000000 shares :
Tssued 90676405 shares in 1999 90,356,705 shares in 1998 890,676 80,357
Capital in excess ol par value 782,271 764,412
Retatned carnings 2,287,371 1,904,066
__Avcumuluted other comprehensive income (122,126} (115,423)
Lal wtoe l\nu&jgm ey 3,038,192 2,643,412
Total Liabilities and Stockholders’ Equity '$7,727,712 $7,882,983

The conel dtled finugena datement, sefieet the swoorseful efferty ngthod of accounting for vt und gas peplora mmxmlp wdug. Ry Qetivitics

S8 grompany g notes to comdiduted fnunaa staenents
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Statement of Consolidated Cash Flows
Amerada Hass Corporation and Consolidatod Subsidiaries

Far the Years Fnded December 37

Thowsundsof deflars 19949 1998 1997
Cash Flows From Operating Activities
Net income {Joss) ' ) $ 437,618 $ (458893 $ 7.560
Adjustioems wr reconcile netancome (loss? 1 ae” wash '
provided by operating actnies ‘ :
Depreciation, depleon and minostizanon 648,663 - 651,802 653.257
frapairment of assets and aperatimgt leases 127,998 206,478 80,602
Explotatory dry hole costs 69,346 159,435 191,354
Lease unpainnent 36,790 31,181 37,185
{Gain) loss on asset sales (273,441) 25,679 {16,463
Provision thenches dor delerred income 1axes 62,419 {137,922} {80,208}
Undistrinuted carnings of afiliates 7,102 “33.430 £29,439)
: 1,116,493 521,200 853,825
Changes 1 other aperatng assets and lizbiities o
{Increase’ decrease maccaunts receivable (155,525) 6,335 {148.488;
Dicircase 1 ventornes 79,648 122,204 233477
tnerease {decrease) i accounts pavable acorued :
liabilities and deferred revenus (175,227) 185,403 196.596
Inerease (decreases 1 taxes payanle 53,2568 {87.118; {46 6261
Changes in prepard expenses und other {148,640) (229236} 58 223
“Net gash provided by cperating actvies 770,005 - 518,788 1,250,007
- Cash Flows From Investing Activities
Capial expenditures :
Exploration and produciion (727,086)  {1,306,438) {1,157.938
Refining, marketing and shipping (69,571) {132 240} {187,652:
Towd capital expenditures {796,657) {1,438.678} {1,345,590:
Investment in afhliate (59,171) —_ : —
Proceeds from assed sates and other 431,818 502,854 63,017
Neteash osed 1 mvesting acuvities {424,010) {935.8241 {(1.282 573
Cash Flows From Financing Activities
Issuanee Trepaymentt of ootes 14,412 {14,342} 14982
- Loung-term borrowings 990,125 848,320 398.391
Repayment ol long-term deta (1,347,745) 1317 144 t209.000
Cash dwidends pard (54,262} {54,647} {55,373
Common stock acquired - {59,167} 122,283
Stock gplions exercised 18,283 ~ — -
, Netcash provided by {used it finanaing acuvities  (379,187) 403,020 13 717
Effect of Exchange Rate Changes on Cash 327 {3,347} (2.519;
Net Decrease in Cash and Cash Equivalents {32,865} {17.363; -~ {21.388;
Cash and Cash Equivalents at Beginning of Year 73,791 81,154 112,522
Cash and Cash Equivalents at End of Year S 40,926 $ 73791 % 81153

Sew g mpRbiving aotes 1o canselidarad praanaf wateme g,

3%



Statement of Consolidated Changes in Common Stock

and Capital in Excess of Par Value
Amerada Hess Corporation and Consolidated Subsidiaries

A, S S, 0. K5 i 53 i i

‘ Common sTock

Capital in

Number of exceoss of

Ihaasands o diitars shares Ampunt par value
Balance at January 1, 1997 ; 93,073,305 $93,073 $754,559
Awands of nonvested common stock w employees {net) 719,000 719 38,145
Cotton Stock acquared and renred (2,368,100} (2,368} (19,419)

_ bmployee stock options exerased 27,000 27 1,346

Balance at December 31, 1997 91,451,205 91,451 774,631
{anceHatons of notvesied conmon stock awards (net ) {26,000) {26} (1,292}
Cemmon etock deguited and retired (1,071,500} (1,071 (9,073}
Liplover stock opraony exee o] 3,000 3 146
Balance at December 31, 1998 90,356,705 90,357 764,412
Cane ellations of gonvested common stock awards tnet) {2,500} {3) (102)

_ Employee stock opuons exerdsed , 322200 322 17,961

Balance at December 31, 1999 90,676,405 $90,676 - $782,271

Staterment of Consolidated Comprehensive Income

For the Years Ended December 31

1699

1998 1997
Components of Comprehensive income (Loss) .
Net wicomge {oss) §437,616 $(458,893) $ 7.500
Change n Inmynj‘urrvng} translation adjustinent (6,703) - {2,035) (35.467)
Comprehensive Income (Loss} $430,913 $(460,928) $(27,967)

16 e v putivei fofos de s abted frans il snsomenss
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Notes to Consolidated Financial Statements

Amerada Hess Corparation and Consolidated Subsitdiaries

1. Sumimary of Significant Accounting Policies

Nature of Business Amerada Hess Corpurativn and cub-
swazaries (he “Carporaion ) engape wn the »xploton fox
and the producnon, purchuse trapspertation and sale of
crude mi and vataal gas These activiiws are conducted
pritstridy in the United States. Unuoed Kingdom, SNarvay.
Benmark and Gabon. The Corporamen alssy has od and gas
activittes tn Azerbagan, Brazid, Tndenosia, Thadand und other
councries I addition, the Corpuraion manufictures, put:

chases, transports sd rearkets relined petrabeur and vtier
enerpy products The Corporativn owrs 50% of a rebineny
joint ventoee wn the United Stotes Ve Isivucs. An addi-
vots redimng Jecduy ernmnals and retact gasoline stnions
are Tocated on the East Coastol the Unired Stages

In preparing financiad stateinents catagemert taahes est
mates and assamprions that affect the reported amopnis of
assets and labihiies in the bulance sheet and res enves and
exprnees i the meame stateroert Actual resuis could differ
from those estimates Among the estimates made by muanage-
ment are: o and gas reserves, asset vaiuations and deprecia
ble hives, pension habilites. enviconmenta: uhh;,.uh s,
distandement costs asd tncome taxes

Principles of Consolidation. The comsolidated hranoal
statements wizhude the sccounts of Amerada Hess Corpora-
tion and suhsidiuries The Corpleraticn’ aierests inon and
gas explorationuand production veridres ate proportionaiely
consolidated

Investmenisan aifiliated companies. 20% 1o 50% owned,
ingluding HOVENSA LLC  the Corporation's reinung s
venture are stated atcost of aegusition plus the Corpora-

tions equity i undistribtited et gwome s acguistbon,
except as stated below The change in7he ecuity o net income
of these compantes s mcluded i norepersting nvome
the income starernent The Corporston conzehdates g trading
partnershup e which if ewns 2 30% venrg mieres: sod over
which it exercises cantrol.

Inter-ompany transactions and aceoonts are ehnunaed w
consolidation.

Ceritin amounts m pnor yeas fianoad swtesenis have
been reclassihed o contonn wih curiens yoar presencanion

Revenue Rerogrition b Curpornation recogavs e, enogs
frou the sale of cruds vl Bataial gas. potioierm products
and bz merchandise when utie passes o the casomer

The Corperaiion rioghizes revenives Hom thie provucs
of pawsal gas properiies s Tuch U has an rierest Lkt ot
sales b s uslomers Dilfereres betiveen mattral gus virunas
soled arid the Corperacicirs share of naesral zas producinay ar
T LU SO
Cash and Cash Equevaients <ast equsvalents constst af
taghly Do inves mer s whaeh are adidv comennle oy
vash and have materves o three puomthy o0 foss
Invenrores Orade wol snd refined producn imvertonesan
2t Cost 3 market, except for imavniongs
held fortrading parposes which are xmman market Tor

valued 21 the lower

mvertetes valued ot posgothe Corporang prnepaih
1 Bast-we brst-ont svengory ragthiad
Inventonies of maenats and supplies are valued at or
Belins Lost
Expluration argd Deveiopment Costs: Ul and dias wxy raien
and prodastior aUvities arc aceounted for using the success.
ful efforts mehad Costs of avgartng undeveopad b and

lessehoad s reage, ocbabng lease h.rm.h:."f% brokers feesund
atfrer tehared weits are captalized
Annal wease somabs ang oxplwation e wu:su« unisding

‘geonegial and geophusical expenses andoaploraiory gy R

ceats siv charged sganstindeme as wouond

Coats of Jrilling and cqumpping prodicave wells i
cgovelopmiricdss bl snd selated pradeonon leallnes e
camigined

The Cerperston docs not camvy the capitalized coss of
eaplomitory wellsas et avse for more thas one sear wiless ol
argd gasrescrves are foand aod classitied & proved, v adas
et explotaien s andenvay or planned A1 expivvaiory
weils doe 0ot mectthese combiaons the vosts are chiarged
10 exjrense ‘




Duf)reciatian, Deplatinn and Amortizadon: Deprecaton,
depletin sucatottization ol oif and gas production equip-
meny, properies and wells are determined on the umit-of-pro-
ducton methiod based on estimted receserable oil and gas
teserves. Depreciation of o other plact and equupment is
doterminest on the Str,nght-lmc- micthod hused on estmated
wselul hves

The est.mated costs of dismantlement. restoration and
abandoument less estnated salvage values of offshore ol
and o producton pladurms and venta other facilides are
taken o aecount m deterninirg deprecation

Reurement of Property, Plant and Equipment. Cosis of prop-
er1y, plant und eguipment rebied or otherw.se dispesed of
Jess aeovanulated reserves are retlected mnet icome,

imparrment of Long-Lived Assets The Corporation reviews
long-hyved assets, inclading ol and gas propernes, for impar-
meht whenever svents or changes m circipstances indwate
that the carrang amounts may not be recovered: {f the
CarEyulg diiounis wre not expeeted 1o be recovered by undis-
creied futare cash flows, the assets are smpawed ond an
aparest ioss s recotded The amoune of unpanment s
Based oy the vstomated Lair value of the assets determmned by

‘ drscounting snbieipated fature net cash flows. The net present
valtie of future cash flows 1 based oo the Corporations esu-
mates, 1nchading fetare ofl and gas arwes applied o prajected
peaducuon praliles, dscounted st a rate commensurate with
the nsks mvelved Ondand gas prces used for determining
asset nuparments may differ from these used at veat-end

the standardized measure of discounted {uture ner zash Hows.

Provisans for pupatment of undeveloped othand gas
Teases wre based ot periedie evaluations snd other factors

Maintenance and Kepars: 'The estimated costs ef najor
madenance ncloding tarnarounds at vic Port Reading
refuung tacility, are scvrued. Other expenduwies for mainte-
nance anl reparrs are charged against income as incarred.
Renewals snd unprovements are treated as additions to
property, plant and cquipment. and terns replaced are teated
a5 retranentG.

33

Environmental Expenditures The Corporation capitalizes
envirommental expenditures that morease the life or efficieney
of property or that recuce or prevent environentad contami-
nation The Corporation accrues for environmuenzal expenses
resulnog from existing candiions velated (o past opreations
when the fature costs are probable and reasonably estimable.

Employee Stock Options and Nonvested Common Stock
Awards The Corperation uses the intrinsic vidue method
1 acconnd for employee stock oprions Bevause the exere se
prices of emplovee stock ophioss equal or exceed the matket
price of the stock on the date of grant, the Corporat.on does
not revegnize compensaton expense. The Corporation
records compeusation expense for nonvested common stack
awards ratbly over the vesung penod

Foreign Currency Transtation: The 118 daflar s the unenonal
curreney {primary currgney in which business is comducied)
for mos: fotesn operationy. For these operanons agjustments
resulting from translaing foreign curréncy assets and habili-
ties o US dollars are recorded m tnigone Foropetations
that use the local currency as the (upcuonal curreney. adjust:
ments restlting rom wanshanug foragn funchiopal carrency

~ assers and babilitgs mto US. dollars are recorded tn a separate

compotent ol stoccholders equaty entided " Accumulaied
othier comiprehe sive meorie - Gains ot fusses resultimg lrom
tansacuons w other than the functional carrency e
reflected in net ineome

-Hedging: The Corporation uses futures, forwards, options

and swaps to hedge the effects of luctuanons in the prces of
crude i, nauial gas and elined products and changes in
wizerest raws and foreign cutrency vahues These transacuons
meet the requuremnonts for hedge accounting inclading desig.
naton end correlation The resitamg pains ar SOSSCE, tHEd-
sured by qrted market prices. werminaton values of ather
methods, are accotnted for as part ol the transactions bewg
hedged. except that losses not expected ta be recoveted upon
the romplet:on of hedged transacuons are expensed. On the
balunce slicet, defesred gains aud lesses are included in'cur-
rent assels and hiabahtes

Trading: - Commodity trading acuvties are marked roomarket,
with gains and fosses revorded mooperaung revenue




2. Special Items

1999 The Corporation rezerded a gam of 8274300300
(S176000000 after inconte wses) frorythe sale of ys Guld
Coast and Suatheast pipelie termmas, nazural gas properuss
in Califorran and certur retan sies Fap oranens aud produs -
ton results ielude special mcorae te beaefity of 351 AN
nred Saes
tax impact of certam prior vear exploration s snd
capital Josses. '

Explovation and prodaction earnirgs also mciude un
urparment ol $5870GC00 (33 20000 sfier inuame ivess
for the Corperations ungrest @ die Trany Alaska Proeline Sys-
tews. The Corperation currentdy bas o srude v producing
in Aliska and there hus beer a sigpifican seduction in crudy

retlecting actions aken ‘1 959 w reahize the

o} voluwes stupped through “he Corparstinns share ¢f
the pipeline. Refimng and miarkeniog results irclude an asser
inparment ¢ $ 34000000 {with o ceme ax bendiin: oy
the Corporapont crude off stormye ternuma w5 Lacns, due
to the nonvenewal vof 3 mayar sberd panty storage contract The
terminal ad been paraally imparredt i 1998 as i resul: o the
reduced crude od storage requiretenis of the HOVENSA
juint veature The Corporaion alse acersed $35 300000
(527300000 alter v taxest bor a lurther gochine 0 the

alue vl a dndieg servacs isedsprice contract due 10 lower
market rates. At Decentber 310 199% the Corporanons reser
for dedbing service contracts was $94 6004 3{»} wcduding
amounts provided in 1998 Durmg the vear, $7700000 of
conact paymeuis were churged agionst the fesene

Crans oa assel saies are ncided on aserandis ne e

operating meane i the ncame staternent The whparmen
uf carrving vatues of the Alaska pipeline and he crode on
starage termnial and the toss on dhe drithng service cosiza
are reflected wt a separate mmpatrmin® Iine an 1ae qicome
statement

1998 The Corporaton resorded 4 ioss of 10000000 o

neciies withe thy <abe o e 30% satotest i b el asaets oF
s Virgn baands tebaers The © Aporaien abse tevorord an

a:jdmu:m; Chrarge of R

A e redu ML T ATV VIRE

s s e vb sborage trmiral o ! oLuois thai howg
A ihe pant wntany \wn;um{* wax booas

fit was recerded o ether charge Eaplozaton and produsion
tesules ineinded a cnurge of SYDCRIGR ST TOIGOM e
1D eTne tases? far the reducien e omarked vahue of driiling

SUTHELE “fz.v:g:—;r:u sentfa s aue te dhe dudhine 0 woridwad

crud e prices A turge of S3E00U000 TS 000000 dl
nceme e wits alzo recorded for the pnparmented ot
rdezad womts redded 1o o North Sea o discovery tha was
unecom i The Corpensiion expensed $2900000
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3. Accounting Changes

lii‘&xuve‘jmmazy 1.1999 the Corporation adopted the last-in,
Erst-out { LIFOY inventory method for valung its refimmng and
warketing inventories The Corporation believes that the
LiF6) methud more closely matches eurrent ¢osts and reves
rues gl will improve comparabdity with other oil companies.
© The change w LIFO decreased net mcome by $97051,000 for
the vear ended December 31, 1999 {$1.08 pet share basie and
diuted) There is no cumulatees et adjustment as of the
heginning of the year for this type of acceunung change.

On January 1. 1998, the Corporation began capualizing the
sost of internal use software waccordance with AICPA Siate-
ment of Positon 98-8 Thisaccounting ¢hange increased net
wcome tor 1998 by $13.567000 {$:15 per share).

1 June 1998, the Fiamnoal Accounting Standards Board
issued FAS No. 133, Accounting for Dervartve Instruments and
Hedging Activaties. The Corporaton must adopt FAS Ny 133
by January 32001 This statement requires that the Corpora-
non recognize all denvatives on the balance sheet at fair value
Por derivauves that are not hedges, the change in fair value
must be recognized tnmcome, For derivauves that hedge
changes i the fawr value of assets, labihities or Brm commit
ments, the gains or losses are recognized n earmings together
wath the olfsetting losses or gans on the hedged sterus For
- dervatives that hedge cash flows of forecasted transactions,
the gains or lusses ate tecogruzed 1n other comprehernsive
mcome until the hedged iems ure recognized in income

The Corpuraton has not yet determmmed what the effect of
FAS No. 133 will be on 15 imcome and binancial positon.

4. Inventories
{nverstories at Decetber 31 wre as follows:

'ﬂ:c«usu;s;;ﬁ qi‘.ia{{q;z A : - ‘ ’ V 1999 1998
Lrude vl and other charge stocks $ £7.53% 4 35818
Rehyed and othiet imsned products 393,064 386,917
Less LiPOradjsiment (149,309) L

311,294 422,735
‘ 61,419 59,447

Total | $372,713 $482,182

Matenals and supplies
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S.Refining Joint Venture
i 1994, the Corporauon formed HOVENSA L L.C.
{HOVENSA; a o ventare with Petroleos de Venezuela 3 A
(PDVSAY The C;or;mf:\tmns Virgin Islands subsidiary and
POWSA, VL, Jav. TPDWSA V1 j, a wholly-owned subsidiary of
PRVSA contributed thew 30% interests in the hixed assets of
the Virgm tslands refinery, previously wholly-cwned by the
Corporation, o HOVENSA BOVENSA 1 50% owned by a
subsidiary of the Corporaton and 50% owned by PDVSA Vi
ant} opeeates the cefinery. The Coarporation purchased refined
products from HOVENSA ata cest of approximately
51195030000 duning 1999 arw $151.000000 during the two
months ended December 311998 The Corporation seld
crude orito HOVENSA at a cost of approximately $81.000,000
during 1999 and $7000.000 duning the two mouths ended
Lrecemnber 311598

The Corporanon’s invesunent i the joint venture is
accounted for using the equity method Summarized hinancia)
mformaten for HOVENSA as of Decemnber 31,1999 and Jor
the year then ended and as of Decemnber 31,1998 and for the
two months since wceplion toliows:

Theusands of datlars 1999 1998

Summarized Balance Sheat Information

At December 31 ,
Current assets $ 432877 § 352171
Net Exed assets 1,328,407 1,343,712
(nher assets ~ 27,094 217
Curread babil ties (282,312} {133,454)
Lemp-terim debt - {150,000} (250,000}
Deferred habitinies and credits {25,750} {27,718}

Partpers equity 31,330,316 $1,312,422

Summarized Income Statement information
For the penieds ended December 31

Total revenues $ 3,081,969 . § 344,896
- Costyand expenses o (3,064,075) (375,903)*+
Net macome {{gssi* $. 17,894 3§ (31,007;
L : , .

* The Lorporatron’s share of HOVERSAs tnoome i 1999 was $6 988 ard iy share of
the 19498 Doy was 355,888
#¥ 998 results g ude ab cnventory wrttdown of $31.99% which redured tosts 3f
products seld m 1959




As part of the formanon of (he point venmre PDVSA V1
purchased a 50% wnterest 11 e fised awsets = the Corpors-
ton’s Virgin Klands relinery for $82 500000 iz cash and a
10-year note from PDVSA VI for $562 500000 beanng inwerest
at B46% per annum and requuning porsipal payments sver i
termy. At December 31,1699 the princtpal bulanie £ the note
was $338,500.000 In addon, there was a 312500000,
10-year, contimgens note. alse bearing interest at 835% per
annum The contingent note was net vajved for arcouanting
purposes: PDVSA VI s paviment obligations under both notes
arg guaranteed by PDVSA and secured by a pledge of PINVSA
V.Isinterestn the joim ventare

In February 2000, HOVENSA reached agreement on a
$60000000C bank hinancing for the constraction of 2 S5 00¢
harrel per dav delaved Coling vt and relived o daties 2l its
refinery and for general workong copial recurrements in
connection with the financing the Corpiration and POVSA
VI agreed w amend the note revevec by the Corporation a
the {ormation of the joint venture. PRVSA NI will defer prive-
cipal pavmendts on the note st after compietion o1 < ker
censtruction but not later than February 14 2203 Principal
pavments are due ratably untid maturity on February M4 2001
The interest rate on Uie note has been increased 1 9467
PDVSA VI has the option o refuce (e interes! rate to she
original rate of 836% by repaving principalin accordance
with the vriginal ameruzation schedule

&. Short-Term Notes and Related Lines of Credit

SHatt-AT I Tacie's Pyt « 0o pandhe amonsied o 307912 o

at December 31 1999 and $3.503000 ut December 31 {94
Tre weighted averags mueiest rates 00 These Boriowings were
£ 3% ang £ 5% ot December 21 1999 and 189k sespectivey

A Deevryner 301959 the Corporation hus wnsonimgieed
arrangements wuh banks ko unused Bnes o credin agsregy -
ing $3 T 00000 :

7 Long-Term Debt

Long-tefrs debs a Wevember 31 oonsists of the follwnge
5

et

Thewstuds o3 deifars 1939 1598
ok and Tk Debentures : ,

due i 2009 an 22y $.980,026 % -
& 1% Manne Termanal Revenue o ,

Bands—Sefies 1994

City of Vaidez - Alaska

due 102 . 20,000 230G
Podunon el kevenue Bonds

weighited average raie S o% ;

due through 2023 © 52,823 52 607

Fixed rag moles. pavaiie proacpally
LAY v O T N L RN
weighred average rate 0%
due through 008

{i.obal Revs fving Credu Paadey
with bands, waghted aserage
gt 0 3% glae 2302 126,000

Projess tease fnanong. wephied
avezige tate S 1% due

915,000 1,454,285

1.195,00C

through 2004 182,588 185,513
wapinaiized fease ohaguions,
waghted average rate 5 3% die
thrvagh 2R 8,332 35860
Lxther loans, weghted average rate
8%, dae through Jog” B 3,200 5600
2,291,769 2,648,955
Less smoun neluded 1n ; '
CUTTENT Gaaiul ey 5,109 v 122,820
Total $2,285,660 52475 145
RSN

Ciroiaden TR QP AR TR 00 Lo TN g P RS

The aggregate lang-term debt manuring dunng the next
fue vears's as Jollows S thousandss 2000 —35.3109
{included tn carrent aabihitiesy 2031 $2541, 2002
2320697, 203580 990 and 2004—515% 794




The Curpuration’s long-tere debt agreements conitain
vanous restnctions and condinons, including werking vapital
requiremeritsand himitations on total barrowings and cast.
dividends At Decewber 31, 1999, the Corporation meets the
required working capita: ranc of 1w L Under the agreements,
the Corporation is permitted 1 borrow an additional
$2,225000000 for the construction or acquisinon ct assets In
addition at December 31, 1999 1t has $638.000,000 of retained
earmungs free of dividend restriciions

I 1999 the Corperanon 1sued $1.000,000000 of public
deberitures, of which $300000000 bears iterest at 7%:% and
15 dae 2009 and the remaindet bears interest at 74% and 15
duein 2029 Afrer discount and the effect of interest vate con-

version apreements, the effecuve burrowing rates are 648%
and 2979, respecuvely , k

The Corporatien hasa $2.000000000 Global Revo.ving
Credit Facility Che ~Faality” . of whach 12000000015 out-
standing at Decetnher 31,1999 Borrowings bear .nterest at a
muargivsabove the Londen Inerbank Qffered Rate £ LIBCR™)
based on the Cerporatton’s caprahzauon rato. 1he borrowing
raze at December 31, 199945 20% above LIBOR. Factluy
fees ol 125% per annum are payable on the amount of the
ctedit hing ;

I 1998, the Corporanon entered ity the sale and lease-
buck of us inerests wn the production pladorms and related
facilities of 1w Gull of Mexico prodocing properties These
vransactons were gueounted for as fnangings A1 December
31,1999, the sutstanding obligations amount 1o $182,588,000,
mssuring theough 2014

The (Curporanon sold a portion of its subsequent year
crude ol production in 1998 and used the proceeds to
repav revalving credit debt. Acandingly at December 31,
1598, $249 32500015 inchuded in deferred revenue mnthe
Balance sheer There was no compatable transacuon 1 1999

At Pecember 31, 1992, the Corparation has interest rate
cunversion agreements, accounted for by the accrual method,
that elfectvely convert fixed rate debn 1o Heanng rate debt,
increas.ang the percentage of iy floating rate debt o 24%

In 1909, 1998 and 1997 the Corparanon copitalized inter-
est of $15 754000, $23.550000 and $10,284 000 on major
developmernt projects The otal ammounu of interest paid tnet
of arnounts capuahized; prncipally on short-term and lorng-
terpn debt i 1999, 1998 and 1997 was $145,366,000,
SI54419.000 and $146.795000, respectively
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8. Stock Based Compensation Plans

The Corpeoratton has vuistanding stock options and ton-
vested common stock under its 1995 Long-Term Incennve
Plan (as amended, subject 1o stockholder approvalyand s
Executive Long-Term Incentive Compensation and Stock
Ownership Plan {(which expired in 1997) Generally, stock
options vest one year from the date of grant and the exercise

price equals or exceeds the market price on the date of grant.

Nom ested common stock vests three or five years from the
date of grant, depending an the terms of the award

The Corporatons stosk option activiey in 1999. 1998 and
1997 consisted of the lollowirg,

Weighted-

average
Qptions éxercise price

) ) {thousands) -~ pershare
Outsaandirg at fanuary 1, 1997 1,421 $58.99
Granted ' 873 54.75
Exercised 2N 50.86
Forleaed ‘ - (19 59.52
Quistanding at December 31, 1997 2,248 5743
Granted 873 53.05
Exercised (3} 48.75
Ferfeited o (23)’ 56.22
Qutstanding a1 December 35, 1998 3,095 56.21
Granted” 1,804 55.66
Exercised (322) 53.22
Forfewed , o (70} 58.08
Qutstanding at December 31, 1999 4,507  $56.18
Fxercisabie at December 31, 1997 1,376 £59.14
Exercisable at December 31 1098 2,230 57.44
Exercisabie at December 31, 1999 2,702 56.52

*LEIR stk oprtus with an exerise prace of 355 13 per share were granted in
Liecember 1999 subjert to approval of stockholders i 2000 ‘

Exercise prices {or employee stock options at December
31, 1999 ranged from $49.00 to 56594 pex share. The
weighted average remaining contractual life of employee
stock oplions 15 8.2 years. ‘



The Corporation uses the Black-Scholes model to estmate
the fur value of eciployee stuck uptions for pro forma discios
sure of the eltects v net inceme and 2arnings per share: The
Corporation used the fellowing weighted-average assump-
tioms i the Black-Scholes mode! for 1999, 1998 ang 1497
respectively. risk-free interest rates of 59% 5.6% and 59%
expected stock price volandiy of 207 218 and 2202
dividend yield of 1 1%, und an expected e of seven vears
The Corporation’s net income would have been reduced by
approxitately $6 000,000 i 1999, 319, 103000 :n 1995 and
57,600,000 tn 1597 (507 per share 1 1999, § 21 per sharen
1998 and $.08 per share in 1997 diuredy of oprion expense
were tecorded using the fa value wethod
- The weighted-average Laur values of cpuons granted for
which the eaercise pnce equaled the market price cn the
date of grant were $1845 1n 1999 31750 1 1998 and $18 by
in 1997

Total compensaticn expense for nonvested common

9 Foreign Currenty Translation

Worldwide currency sranslatnn gains pmeanied W ,
FTETT00Y hincluding 37688000 ol invome tax henefus? in
199y Toreign carensy gains totaled 32 311000 i 988 and.
$2073000he 1997 alterincome 1ax elfers Elfectivs January
1 1999 the Corporancn ¢hanged the lunctional curreacy of
5L nured Kingdors operanions irom the Briush powund <rer-
hrg o the U8 doliar

10. Pension Plans

The Corparation fas defined beaeris pension plans for sub.
stantally ad vi s employees The following wble reconailes
the benefit onhgauer and far value of plar asets and shows
the funded status '

howsdnds er g tars . 1998 piciit

Reconcdiauen of pension beneht obhwation
¥ g4

$464.728

‘ S , Benetit ebigation at lanuary $542,704
stock was $Y831.000 (0 1999 $159750C0 i 1998 and Senetut ebiiganion ot Jauary | S
; ar , Service $ost 21.639 13 280
S1L,533000 10 1997 Awards of nunvested Comman steck were Intesess s st 34 333 37 gat
as follows: Actuantal (gain s fess {71.262)  48.855
o Benelit payments {26,308} {23.000)
Shares of ; Persion repehit obhgaten o
noavester] - Wewghted Decermber 3 501108 542,704
commonstuck average .
f’"f""fde‘f price :’? ga “: Rreonetharson of far value of pian gssets
: ~ hezsandy o g Fair valoe of plags assets ot jannaxy 1 476,849 427,512
Granted 1n 1997 746 $5394 Aciual return on plasiassets 83,375 34.31%
Granted in 1908 ‘ 18 5308 Emploser coranbutions 19.678 16,833
Granted 1n 1999 o 24 56.07 Employee comrnanons - 793
; Benetit paymenis {26,306) - (23.000)
Al Decemnber 31, 1999, the nurmber of common shares o N ' , '
. ‘ Fuwr vatue of plan assers a
reserved for issuance 1s as foliows tm thousandsy Thecerrber 3 533596 476849
' - - Funded status at December 31
1995 Long Term Incentive Plan Funded satus 32488 {65.855)
Future aw:ards‘ » 3.882* Unrecogmzed prior servioe Dot 7,761 9,621
§mck options outstanding 4.507 Unreengnized 1 gaini foss (91.629) 2.861
Stock apprecianos tights 52 : e —
Warranis** ’ 1,055 Accrued pepson tabidns ${51,380) %i{83,853)
Total ’ 9,496
& SRR

*inelades 3802 shares reserved Jue juture gwands und 3 %38 lock s prons csssianding
whi harg-subject toapproval of ssockbolders s 2000
“*tasued in connection wakgn vnwicnce company firining evtonabie i gh fune
272001 at S6A96 per sharce
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Pension expense consisted of the following

o bt b5 S

Thausardsof dofhars 1998 1998 ”1997
Sepvice sost § 21,639 $ 19280 ¢ 19,109
Iricrest cost | 34,333 32,841 33,162
Expected renmmoon ‘
platt asseYs {41,070 (36,221) {32,390}
Amptuasatiun of trausion
asser fubligaten; 255 {(12) (3,052}
Amaornzation of prive
SBEVICE COSE 1,280 1,280 1,280
ansttzatonel net g — {22} {1,692)
Fension expense $ 16,435 $17,086 $§ 16,417

s

Prinr service costs and gains and fosses i excess of 10% of
the greater of the beneht obligatton and the market value of
assets ere amoruzed over the average remaining service penod
of aetnve etaployers

The weighied-average actuarial assumptions used by the
Corponions penswon plans st December 31 were g follows:

11. Provision for Income Taxes ;
The provision {bencht} for income taxes consisted of

Il;;usamiwida.’l;:rs - 1999 ‘&9‘8 1997
Lirmted States Pederal
Curient £ 6083 § 9510  § 15210
Deferred 81,657 (68,203} (27,254)
St 6483 1702 1,418
‘ 94,233 {56.951)  (9.626)
Foreign
Lurreng 189,198 71,492 181,665
_Delerred (15,058)  (66,310)  (41,599)
| 174,140 5182 140,066
Adjustment of deferred rax
Labiliy {or foreign
inceme tax rate change {4,180) (3,408)  (11,35%)

Toud $264,193 ${55.218) $119,085

ta} Inchudes o benehs of $39.600 representing aitions takee 1 1939 1x sealise the Unied
Srates fdx ampaci «F cO0En preor sedr explordtion doetvaes and sapais Jossex
(b} Inchudes e fax refund o) 338 18

‘ 1999 1998
Decount yate 73%  6.4% Income Guss) before income taxes coasisted of the
Expected fong terr rate of return on follewing '
plan assets 8.7% 8.3% 7 ’ ’
Rate ol compensation incredses 85% A3 hsands ofdottars 1999 1998 1997
The Carporation dleo kas a hotqualified sapplemental United States $397,237  $(205,522) § 3,533
e Larporation sy 5 ongua 1“ ‘HA [')p emer Forey” 304,572 {308,589) 123,052
pension plan covermg certain employees. The supplemental S — , .
Total S701.809  $(514,111)  $126,585

pensin plan provides for tncremenwal pension payments
from the Corporation’s funds so that wial persion pavownts
equal amaunts that would have been payable from the Corpo-
ratnites prinetpal peosten plan were it not for hmitaions
mpaned by meome tax regulations The benefit obligation
retated o thes unfunded plan wialed $38,358000 ot Deveni-
ber 311999 and $41 82000 at December 31 1998 Pension
cxpense for the plan was 36743000 1 1999, $6,271 000

in 19K and $5098000 10 1997 The Corporation has
accrued $29310,000 {or ths plan at December 31, 1959 und
$45 205000 at December 31, 1998 11e trust estabhshed w
tund the supplemental plan held assets valued at $13,586,000
s Deermher 31 1999 and $6.209000 at December 31, 1998
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Slatesgn neome neludes the Corporatys's Virgin Blands, shepping and ather
eperaines foated vutade of the Uritee Stmtey



Deferred income taxes arise from temporary differences
between the tax basis of assets and lianLites and their
reported ameunts :n the financial statements. A summary
of the components of delesred tax labihues ang assets ar
December 31 follows:

1999

Theusands of gollars ‘

Deferred tax liabilites

Fixed asse!s and investments $ 320,324 °$ 272,461

Foreign petroleum taxes 224,359 738,568
Other 55,917 58,251
Total deferred tax habiitties 600,500 569,280
Deferred tax assets ,
Accrued habiliies 98,510 194,109
Netoperaung and capual ioss
carrviprwards 299,362 224,765
Tax credut carrviorwards 137,598 = 125,590
Other 78,691 41,592
Total deferred tax assers 614,761 = 587,056
Valuation allowance (182,253  {141,113)
Ney deferred tax assets 432,508 445,943

Net deferred tax liabilines $ 168,092 % 123,337

The ditference between the Corporanions effecuve income
tax rate and the United States sttutary rate is recoticted
below:

1998

1999 1998 1997
Unuted States starutory rate 350%  {35.0)% = 350%
Effect of foreign operations
includipg foreign tax eredits 3.0 242 72.3
Effect of capital and orher
toss carryforwands - {(2) 83}
State wncome 1axes, net of
Federal inuemme 1ax beneht ] 2 7
Prior vear adjustiments (.8} 1.3} (1.5}
Tax creduts - - .8}
Other {.2) 4 {13}
Total 37.6% {10.N% 94 1%
il
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The Corporauan has not recorded deferted income taxes
apphoabie to wudistnbuted earmings of foreign subsiduaries
that are imdehmitely rinvested an foreign operaunas. Undis.
tributed eornings amounted 1o approximaiely SV minon at
Decernber 31 1999, excinding amoant whaoh f renn.twed,
general’s woewld not resuit i anv additional U5, incerne axes
becuuse ol available T resgn tax credis: 1t the earmngs of such
forergn subsidiaries were not :ndefinuely remrvesied a
delrrred tax habihey of approsimately $120 il
have Deen required ;

Forneome tax reporting 3t December 31 1995 1he Unrpo-
ration has general businsss crada carrvlorwards of appross

onwoaid

“mately $3C mulhor, poncipalivexpinng i 2000 and 2007 i

addinon. she Corparatc has aliernatove sumrmum wax sregi
carryforwards of approximaely 30 mulbion, whh can be
carned orward indefinzely At December 31, 1099, 2 n2r oper-
ating toss carrvlorward of spproximately 1 bitlron 5 ilo
salabie o offser ncome of the HOVENSA gt verurs
partuers. Netoperating foss varrviorwands relanrg v severa
fereign exploraton and production areas smoant tw approx:-
mately $150 mathon ar Degember 3101994

Invvme taves pawd {net O refunds i 1998 1998 and 1997
amounied 1o $147 485000, $140470000 and $259767000,
respecinely '




12. Net Income Per Share

The weighted average number of commpi shares used in the
basit and diluted earmings per share CoMpULAIONS are sum
marized belew

ﬂ,}umdug‘s!’mws - 1999 1998 '1937
Common shares—hasie 89,692 89,585 91,254
Frlecr of diinuve securities
N ested comnio stork 436 - 48
Sk opuons ‘ 152 - 51
Common shares—diluted 90,280 89,585 91,733

Diluted common shares inclade shares that would be out-
standhing assaming the fulfillment of resiictions on nonvested
shares and the exercse of stock options. In 1998, the above
tuhle exclutdes the antuditutive effect of 866000 nonvested
sommon shares and 76000 stock vprions The table also
ex¢ Judes thie elfeci of put-of the-money options o1 1,609,000
shares, 1,626,000 shaves and 867000 shares in 1999, 1998 and
1997 respectively
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13 Leased Assets ,
The Curporation and certain of st subsidiaries lease loating
procucton systerus, drifbing rigs, wankers. gasohne stanons.
office space and oher assews for varving pentods. At December
31,1999 futgre minsnum rental pavments applicable wo
capital and roncancelable operating leases with remamning
terms of one vear o more {other than ol and gas leases) are
as follows

Jperating Caprtal

Transands of dollars Leases » Leases
2000 . § 274,55t $ 1,156
2003 172,149 1,156
2002 - 106,186 1,156
203 : 90,570 1,156
2004 : 86,727 1,156
Remnaining vears ‘ 403,651 5,781

Total minimum lease payments 1,133,834 11,561
Less: lmpuied interest ; - 3,229
Income from subleases 17,263 o

$1,1165711° ¢ 8,332

Net it lease pavments

Caprtalized lease ohligarons—

Currert : : R ST 3
Long-tzrm o o 7,801
Total , ‘ 38332

if the total future numimurr payments ander opercieng leases 179590 has been
averaed at Lecenber 37 1999

Rental expense for all eperanng leases, other than rentals
applicable to 01l and gas Jeases, was as foltows:

Tngusands of doliars 7 199 - 1948 1997
Toal rensal expense $156,362 $178,560 $195,246
Less mncome from subleases 51 A18 26,979 11,792

Net rental expense $104,944 $148,581 $183,454




14. Financial Instruments, Hedging and Tradirg Activities
The Corpotation uses futures Iorwards, options and swaps,
individually or i combinavon, 1 reduce the effects of flucng
ations in erude oib nawral gasand refined prodess pricesund
in fixed-price sales contracts o sdduion, the Corporanon
uses interest-rate conversion agreerments 1o adiusy the mlerest
rittes on a porton of s og-teem . fixed-rae deb Foreign
currency conads are used to protect the Corporanon from
ftuctvations in exchange rates

Commodity Hedging: At Decomber 30 199y ihe Corpora-
uon’s hedging acavites meaded commodity and branaal
COMACEs, mataring mamiy in 2008 u:n;iermg SUTCUN
barrels of crude il and 1300000 barrels ofrefned produas
{3000000 et barrels of crude wiband refined produces
w1988} The Cerporation also bedgea 4500000 ne: Mol of
natural gas in 1998

The Corperstioun produced 85000000 harrels of Lrude ot
and vatural gas hauids and 235000000 Mef of nataras gas i
1999, and had approxmmatey 14000000 batrels o orude vid
and refined products jn s refinng and marketing itventores
at Decerber 31, 1999 Since the comracts deseribed above are
desighated as hedges and correlate 1o pricé moverents of
crude oil, natural gas and relined producia, any gains or losses
resuliing from market changes will be offset by losses or gains
on the Corporations hedged invermian or producticn. MNel
delerred lusses from the Corporations nedp.ng activities were
$61.200000 at December 31, 1999 mcincing 34760000 of
unrealized {osses 153000000 of garns 2t Decermnber 31 1998,
including $2 000000 of unreaiized guins,

Firancist Instruments. At December 31 1999 the Corporas

- tom has $400000000 n interest-rate Conversiy agiee mentis
omsmndmg{&w(vQOO.&}O(J at December 311998 The
Carporation also has $865,000000 of novonat value foreign
currency forward and purchased option contracts matunng
generally i 2000 (397000000 a: Decerrber 31, 19487 acd
$145,300,000 wn letters of credit vuistanding < $137 900000
at December 1, 1998} Notional amonnts o net auantily
risk oF represent assets or hubdities of the Carporation,

but are used v the calculaticen of cask serlements under
the conracts
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Far Volue Discioiwre Thecsorvingamounis of rash anid vash
eqanalins stor-lerm debrand bongterm varatde rare dent
approasmate Wy salve 7 oe Corporatan esiumates the faur
value of s hongerm Gredeiare moie receinabie ans debr gen-
erally nsing dotoumed vash Dow anabvsis hased on onrrem
interes: raies for instrarrents with simalar matarines 1neres:
TRIC CONNVOTRINT Agredneniie apd forign currency exchange
LOMLTADS are valued Pased on carrent wimananor values or
guated market prives of comparsbie conwacts The Joporas
tons vatuatos of corenodus cotdracisoconsidens qaoted

>y

merket prives timw valur selatiaw obdhe undeesong wom-
modiues and sther factos :

The varmvag amantts ol the Corporahion s BRabais
mstremens and commodiy comrats, mcdudmy tise used

spthe Corporanons hedping and srading ac o Jies generalin

appresmate therr far values st December 31999 excepias
tolluws

1999 1898

Balance Baiarie
LSS N ST Ehpet Fair Sheat Fat
2r3et 4k line Al ny R V3P

ampgrt

L tenn, Lagderan

$§ 539-% 493 § 58% 5 5B3

mte revevalide
Lontg-tensy fped-raty

Jdert {2,163} (2:141) {14187 (L 477
S TR RIE PR R 08
dpreements — {11) o {443

Market e Creait Risks  The Corparations dnanaial matdus

MOnE cxposy b market and zedit ek and mav ot tmes be
G ETalEd WL TR COURIETEATRR S OF grOdps O Lot
rerparties The credin wontinness ol Counierparties s subeat
bos connenag teview anc Bl perfaemanice v g pated
Lommudity Tragirg: The Corperanon, princpaliy through
aconsoldatzd parnersiup trades energy commedie:
wichuding futures Ivrwards options and swaps based or
exmectatnons of uire marke consdiions Tne Corporanany
resabs rom tradang setenues ilasding s share ol the varn
aogs o 1e trading nastnershup which has been profable
1999, 109% and 1997 amcunred to net ncome of $1s000Y

5

SO0 NN 0 1907




The fellowing table presents the year pud farr vadues of
energy cemmothities ard denvauve instruments used in
vading uetvines and the average spgregate {fmrvalues

duritig the vear

Faur value

) At Average At Average

e ot dofian, Dee. 31, for  Dec 31, for
wsser {hamlaty § e 1899 ) 1999 1998 ’1’998
{ormadihes $ €9 $ 85 ¢ 98 $ 75
Tuiures and lorwatds ,

Assets 225 143 29 43

Liabthities (233) {148) {29y = (39
Utplians ~

Held 178 67 {7 (3)

wniteh {192 {26) 8 S
Swaps

Assety 546 356 110 59

Liabihitses ‘ - (549)  (382) (1) 60)

Nouonal amounts of commodiues and derivatives relating
w trading actvites follow

prn—— v

At Cecember 31,

Mttisons of baree's of ol equivalent 1999 1998
Commodities 3 7
Futures and forwards
Fong 177 39
Short (168) (1)
Jpnons
Helg 343 20
Written {318) (21)
Swaps' ‘
Held 304 83
- Written: o (329) (81)

*tnckades 41 ivi'ton bareels long and 53 mi'hor basrels short relared 1 basss swaps
Lrecerber 41, 1999 148 miluen barreds lung und 20 mi'fion baviels shurt i 1998)

15, Segment information

The infortnauon which {oilows is required by FAS Ne 131,
Ihsclosures about Segments of an Enterprise and Related Infor-
matton, and incdudes bnancral information by geograph.c avea
and operating segment Financal information by major geo-
graphoc area for each of the three years ended December 31,
1999 {ollows. ' '

e . pmbea s R

Un:ted Consoli= .

Milboms of deflars States’  Europe  Other -~ dated
1999 ‘
Operating revenues $4,348 51,944 $i47 57,039
Properiy. plant and '
equipnenit ‘ney 1,289 2,396 367 4,052

1998 ‘ '
Operating revenues $5.046 $1,474 $ 60 $6,580
Property, plent and 4
 equipsment {net) 1,457 - 2,351 384 4,192
L
1997
Uperating reveaues $6,552 $1614 § 58 $B8,224
Property, plintand ‘
equipment {net) 2,872 - 2,106 213 5,191
i

“Incdudes 175 Viegar Indonds and skippng cperations

The Corporatien operates principally 1o the petroleum
industey and its operaung segments are {1} exploration and
production and {2) retiang, markeung and shipping. Explo-
ration and production operations include the explorauon for
and the preducton, purchase, transporatonand sale of erude
oit and natural gas. Refiming, marketing and shipping opera-
tions wclude the manuiacture, purchase, ransportation, mar-
kenng and trading of petroleum and other energy products.



15, Segment Information {Continued}
The lollowing wble presents financial data by major operating sepment for each of the three vears ended December 31 1954

Exploration ang Refuung, Marketing
Miltiony of dotlars - : » ’ ' Progattmn ard $ripping Lorponate Camsahigatet
1999 ,
Operating revenues ;
Total opernung revenues $2,719 $4,541 5 1
Less Tronsfers beoweer alhilags o . 222 ; = L s
Operating revenoves from unalbliated customers 52,497 $4,541 T 51,038
Opermting earnings {1osst § 324 $ 133 S{150) s 307
Speeal wems ‘ , 19 112 — 133
Netmenme {iossh , S 343 .S 245 S s{150) & 438
. s
Earnings of equity affiliates ' S {9 3 01 5 07 s 3
Interest menme 12 s¢ - 1 o B3
huteresy expense - ~ 158 ‘ 158
Depreciation, dep.eton amoruzation and ledase wnpainnem 641 A2 2 - BBY
Proviston {benetu} for income taxes 184 118 {38} 264
lovestments in equity alfiliates 148 778 61 987
ldenufiable aseets 4,396 2,993 339 7.328
Capual employed ~ 3,137 2,211 - S 5,348
Capita} expenditures 23 68 ' 2 797
i . . = - -
1998
CHICTAtng revenues i
Total uprrating reveiues : £1.380 $4.717 $ 1
Less Translers between afibates o 118 - ~ ¥
Opetating revenues from unaffibated cusiomers $1.8682 o Sa72 51 56,580
Qperating earmings (loss) L 5 (18 $ 118} “qishy $ 1198
Specud nems 7 ‘ , ANy {150) - 12531
Nettncome {lossi , o §5 {13y $ {168} sttty o § asy
Eartangs of equity affilistes , 5 {22 s {15 $°% RN
Interest imcome 1 14 3 23
Innterest expense - - 153 153
Depreciation, gepletinn, amorzaton and ledse impannent 565 125 e R B33
Provision {benefit) for income taxes 7 (38 {241 $358
Invesunents o equuy affiluaes , 9% ' 781 38 933
Idenufiable assets 4,286 3,126 47 1833
Caputal eroployed 3.23° 2,065 o 5,295
Capital expenditures ) ; 1,307 126 3 - *435
NG 230 N
1997 :
QOperatng revenues :
Tew! vperating reveraes ; $3.0886 35.280 5001
Less: Translers beween aiblares ' 142 i T
Operating revenues from unaffibateg customars o 82,944 $5.273 § 1 $8.228
Operating eariings floss § 258 § 1oy $9134) - 314
~ Special ems ; 6y - - 51
Net ncome thoss) : v $ 252 § {1 01345 $ 8
Larmungs of eguny alfibates s 2 $ 8 S5 8 32
Turerestancame 4 3 1 o 18
linterest expense - 136 135
Depreciation, depletion, amorzatton asd lease uopatrmeny 580 118 £ 790
Provison {henelitd Jor wncome mxes ' 164 — {45} 319
Investments in equity iifihates 114 77 53 244
Idenufiable assots 3,727 3,713 495 © 1935
Captiai employed ‘ 2,468 2875 - , 5.343
Capual expenditures , » 1,158 183 . 5 * 34e

*Alter einmation of fravsa s between Gifiarr. . whis % @e vaiakd Qi app o matke g
\ H 3 12 £




Report of Management

Amnerada Hess Corporation and Consalidated Subsidiaries

The vansolidaed financat statements of Amerada Hess Cor-
poration and conschdated subsidiaries were prepared by and
are the responsibilny of managemen. These fAnancial state-
ments canlorm with geneally accepted accounting principles
and are, 1 part. based on estimates and judgements of man-
apvirent. Other inlormation imcluded inothis Annual Reportis
gonssient wigh that in the consobdated hinancial siatements.

The Corporation mamtains a systen of internal controls
designed 1o provide reasonable ascorance that assets are safe-
puarded and that transactons are properly executed and
1evueded udgriments are reqaired W balanve the relanve
¢osls and benehits of this svsterm of internal controls.

The Corporatians consolidated fnancial stntements have
been aud:ted by Erast & Young LLP mdependent auditors.
wha have been selected by the Audit Commttee of the Board
~f Lurectors and approved by the stockholders Ermst &
Younp LLP assesses the Corporations system of internal con-
trals and performs rests and procedures that they consider
fecessary 1o atrve Al an opirion un the laeness of the con-
sofidiated Hnancial statemenis.

45

The Audit Commuttee of the Board of Direcrors, which
cansists solely of (ndependent directors, meets penodically

with the wndependent auditors, internal audnors and aanage-

ment 12 review and discuss the Cerporation’s financial state-
ments, the system of internal contrels and the resuls of
internat and external audits Erast & Yeurg LLP and the
Corporatons mternal auditors have unrestricted access 1o
the Aodn Committes to discuss audit hndings and other
hnancial matters. ‘ '

309.\6.4@%

Johvn B Hess ;
Chairman of the Board and Chuefl Executive Officer

John Y Schreyer
Executive Vice President and Chief Financial Qfficer




Report of Ernst & Young LLP, Independent Auditors

The board of Direciors and Steckholders
Amerada Hess Corporateon

We have audited the accompanving vonsohidared balance
sheet of Amerada Hess Corporaton and consolidated suk-
sidianes as of December 31, 1999 and 1998 and the related
consohidated statements of incume, retaaned earmngs, vash
flows. changes an common stock and capiza, in excess of
par value and comprehensive incame for each of the three
years in the period ended December 31019949 These hnan-
cial statemenis are the responsitnhuy of the Corperatons
management Our responsibility is 10 express an spiaten o1
these firancal statements based on eur audits

We conducted cur audus :n accurdance with audinng

standards generally avcepted i the Uniied Staces Those stan-

dards require that we plan and perform the audit @ sinain
ressonable assurance ashout whethier the financial sutements
ave free of material misstatement An audn ine uges exatmn-
g, ona test basis, evidence supporting the amounts and
disclosures i the Francal statements An audit isc arciudes
assessing the accountng pancipies used and siprsheant esti-
mates wade by mansgemert as well as evaluating the sverall

financa: stiatement presentation. We believe thot our audus
provide 4 reasciable Lasts S our G k

Inour opinten, the rano] saetmens rwlerred 1o abose
presen: fuerly e all material resprois, the comsoidated finan-
vial posiien of Amerada Hess Corporation and consal dated
subsidiaries at December 41 1994 and 199% and the consch-
dazec resuas of “hear operstons and ther consoisdaes sash
tlows tor eack ol the thres vears i the pened ended Decerr-
ner 31998 ventormin wirh acceunting pritapes ‘
gererally accepted i the Unnted Stases

Az distassed 1 Note 5o the consolidated Fnaneis)
statements. in 1599 the Corpomtion aceped the lstan.

Sirsteput CRIFG imemtany method B valaing s refiriag and

marketing onentones, and i6 (398 the Corporation aduped

AKCPA Sratement of Fosiioa 580 Aecoureing Jor the Coses of
L.

Computer Software Develaped or Chtained o Intersd

MNew Yorg, NY
Fenruary 24 2




Supplementary Oil and Gas Data

Amerada Hess Corporation and Consolidated Subsidiaries

The supplementacy ot and gas data that follows is presented
v avcordance with Statemnent ¢} Finanval Accounting Stan-
dards ‘FAS) No 69, Disclesures about Oil and Gas Producing
Activitees, anddincludes (1) costs incurred, capitalized costs
and results of vperations relating to o1l and gas producing
activiries, {2 net proved oil and gas reserves, and (3) astan-
dardized measure of discounted future net cash flows relaung
to proved ol and gas reserves, including a rcmnulmmn ol
changes therein

Costs Incurred in Oil and Gas Producing Activities

The Corporation produces crude ol ard/or nalural gas i
the United States, Earepe, Gabon: Indoness, Thadand and
Azerbayan Expioranon activities ave also conducted, or ure
planned, m additional countties.

The Corporation also owns a 25% interest v an o1l and
gas eapluration company that it accounts for on 1!’
equity method.

United ) Aftica, Asia

F o 4 ‘a Y umtrded :.,J:xfm!'ct L3 z’-r'nlmm wf i imm; ’YO&I,‘,’ ‘ Stargs o Lurppe and other
1999 , ‘
Property acquisiions $ 24 BT § - $ 17
Lxploraton 232 72 76 B4
Development 626 137 451 38
_Share of equity nvestees costs incurred 38 - o 27
15998 ‘ ,
Property acyuistions $203 $ 41 $ 7 $155
prh;'auan 319 106 145 68
Development 915 182 650 83
Share of equity investees costs incwrred 70 - . 13 57
1997 , )
Propeity duqusitivng §237 $ 39 $193 $ 5
Fxploravion 383 131 215 37
Development 679 231 408 .40
Share of equity investees custs weureed 45 - 9 36
Capita!ized Costs Relating to Oil and Gas Producing Activities
Az I‘umLé 3t ’L’mh;r:vh;:ii;m N 71999 o 1595
Liupnoved guaperies S 369 §.434
Proved propenies 1,551 1,596
Wells, equipmient and related facthues 8,054 7,688
Iotadeonts 9,974 9,718
Less I‘(escrw for {iepf‘ccéamm, depleton, amortizavon and lease impairrtent ‘ ‘ 6,464 6,131
Net cmnahzed Losts $3,510 $3,587
ﬂh.;re uf equity investees capxm‘ zed coats $ 233 $ 211




The results of operations {or eul and gas producing activities results are wr & ditferent basis than the net income fiom

shown below exclude sales of purcnased natural gas. ron- exploratien and produa 1167 operations reparied in motage -
operating income Hincluding gams onsales of vl and gas rments discassion and anabvss of resulis of oparanons and
properises). inlerest expense and gams and losses resuiting Nave 15 1 the hpancal watements

from foreign qurrency exchange wransactons. Therelore. these
4 b

Results of Operations for Oil and Gas Producing Activities

Lrirpd : Abr e, Rsg

For the Years Ended December 3 Mittioes of doban fota Srates Euiope and onrer
1899
sales angd Drher opératng revenues . ) )
Unafbhated customers 81,776 ‘ $220 C 81,242 113
Irtercompany e ] ) 222 ) 222 S i
Tota! revenues , 1.998 642 1.242 14
Costs and expenses
Prodaction expenses, .ncfading relned axes 487 126 - 33s 25
Expleranon expenses. metuding dry bo es anddese smparmen: 253 86 o i
Uther nperaung expenses , i 47 34 g
Depreciation, deplevon and amoruzation 604 184 385 %
lmparment of assets and operating leases 84 ) 59 : e 35
Toral costs and expenses : 1.547 522 o B46 oo 479
Resu’ts of vperauens before sncome raxes 453 120 356 165}
Provision theneht fur spcote tases 152 43 160 151}
Resulss of speranors o o 5 299 317 S 23 %
Shate of eanty myvesiees resulis of cperatiuns $ {6} & - 5 {11 5 5
1998
Sales and cther upernting revenues
Unaiiiliared custamers $1.3520 3333 3 978 ‘ 3 22
Interrompany - ) 144 34 : - B
Total revenues 1,436 ; 428 ars 53
Casts and expenses . . :
Production expenses, o filng related axes 58 ; 129 37 2z
Explutauan expenses o uding dry toies and fease unpairment i 349 - 145 81
Oulier operating expenses 151* &7 68 3%
Deprecianon, depleten and smo-tzation ~ , 534 154 351 e
Itparrment of 2ssets and operating ases ‘ . 1562 7 , 104 51
. Total cossand expenses - 1,714 - 480 - 1Ots 208
Resuits of uperatn as before moame jaxes {218: {62t [ERRRRT i) 3 das
___Provision {benefi) fnr mcome 1axes ) ) 38 PR Ls 42 &
Resulis ol opetaiions ] $ L180: Sqaty o $ {18 8T
Share of rquuy nvestees 1eauiis of nperations ) s a3n 5 = 5 25 % 15
1997
Saies and ather uperatng revenues
Unalfilued customers ) $1.973 3506 $1.437 -3 30
Inter-corpany ; ; 134 e - ‘ o
Total revenues k 2,167 582 1,437 EY
Custs and experses ‘
Produenon expenses, mchudimg ieined tases 557 143 A48 3
Exploration expenses. inc uding dee holes sod lease smpmnrem 423 142 116 B3
Othier opersung expenses 136 57 36 13
Depreciation, depleton and amprizauon 544 124 a0 L
tmpairment f ussews and pperaning ieases 81 e ) 81 s
Towsd costs snd expenses 1539 A% 1143 R
Resules of operaticrs before inoome 1axes } 368 86 4 254 &P
Provisson fos imveane tgxes 143 30 A7 &
Resulis of upetanons _ ) Yy 225 5 %6 3187 1
Share of gguany ivesters 1epulis of opeatuns ] 3 26 $ - LR L 509
; ; s ;

*Dicludes severance ard related cozts of appraximaseny 332 miltion
48




Ine Corporattons net ail and gas reserves have been esti-
niated by DeGolyer and MacNaughton, indepeadent consul-
tants. the reserves i the tabulatton below mclude proved
undeveloped crade od and natural gas reserves that will

Oil and Gas Reserves

require substantial future development expenditures The
estinates of the Corporation’s proved reserves of crude wil
and natural gas adter deducting royatues and opersung inter-
ests owned by ctherst follow ‘

Lnited Africa, Asta

Tota! States Europe and other
Her Proved bievetoped g Undeveloped Reseres :
rude £al fnidul g Condensate and Nawed! Gy Ligunds (shithons of bt rels)
A Suary 101547 578 171 383 24
Revisions of previous estunates 47 7 40 s
Exvensions Jr overws and othee addinon 39 12 21 6
Puschaces wf munerale s place 14 i 13 —
Salen e mnerads i place (3} {1) {2) .
Prodacting e B0y - ] {16} C ) (4)
Ar Tecember ¥ 197 595 174 39 26
Revigons of provieas ostimates 80 & 72 2
Exeensions discosesies ard other addivon: 55, & Sy 2}
Parghres ol meneribs i place 45 ) - 2 43
saten of tamerdis o place {5] e {5) .
Pradacaeu. {25 g (52} (6)
At Drecember 313998 695 169 434 92
Povisions of previcous estunaes 21 13 10 {2)
Derenisions, dswoveses ard other addiions 68 5 49 14
Putctuses of genetal s place 4 - - 4
Satey of dunera’s s place - {5} - - CA{8)
Frdacsion n (85} o {24) (55) ‘ ~{6)
AT ?lltzﬁ!‘ Sauge " 698 153 438 97
Stk of eguity wvesiees grude ol 1eserves® 14 e g 5
Bk
rautal Gas iMGthons of M f3
Ar Lewgaty . BT 1.866 847 931 88
Revntuns ol previvus estitotes 18 16 54 B
Extensions discoveries snd wther additions 195 58 48 L]
Parchases of menecals meplace 44 - A4 -
Sales of sunera’s i place {41} {8) {33 -
Prodactrn 5 {207} £114) {93) -
At December 33, 997 1.93% . 809 951 175
Reviaofis of previc as pstinates 147 35 113 {1}
Extenstntvs diseoveres amb s ther addions 227 80 54 93
Ve hases of eaerabs iepia ¢ 3 1 2 -
sales wlmoeralceplace {47 {38} {9} —
Frochuction (210} (107) {1023 (1)
At lecomber 31 w8 2,055 780 1,008 266
Revicions of previous estinates 3z (38 35 31
Frteastens disrovenies and ¢ ther addivons 94 25 60 9
Purchases ol menerals ;o place 4 4 - -
Sales ol wancrals i place {48) (48) E¥ L
i;m‘durunrg (135) (1 2@) X (1 06) (5)
A December 11095 1,904 605* 998 301
Share of equity investees nuuial gas reserves * 277 — 2 278
Kok AIORE A
Xet Proved Leveloped Reserses
vowde £1.1 Indad g Cendensute and Natural Gus Luurds (Millions of barrels) ' :
ESRFRURT S iy 412 2 280 13
Al Dgcember 3, 1997 420 123 280 17
A Lrevember 3, Juoy 452 132 293 27
At Becomber 5, T 513 136 351 26
shre of equity sovestees crude od reserves®* 10 - 8 2
Nttt Gas E88dhoas o 3 f 2 e
At January | GF 1,368 553 81s —
At brcembes 30 {97 1,342 497 796 49
At Lecember 31998 1,330 525 753 52
At Dpvember ¥ 1949 1437 477 841 119
Stse obegquity wvestees natural gas resersus*® 87 — 2 85
- . i ! i s ! . ) } e

“F oo uades 323 mnullion MoJ o earbon diexide ga fuf sale of usean campany dperdtims

**Prary yiar reserses are uobavy fabie on arompareble basis
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|
i
| The standardized measure of discounted future net cash
| flows relating o proved oit and gas reserves required 1o be
| disclosed by FAS Bo. 69 15 based vn assumptiens and judge-
ments. As a result, the future net cash llow estimates are
highly subjective and could be matenaily ditferent of other
assumptions were ased Therefore caunon should he exer
cised in the use of the data presented below

Future net cash tlows are caleulated by appiying vear-end
oiland gas selling prices {adjusted for price changes provided
by contraciual arrangements, including hecges! 1o esumated

Standardized Measure of Discounted Future Net Cash Flows
Relating to Proved Oil and Gas Reserves

future production of proved ol and gas reserves, less eso
mated future developmentand produziion costs and fuiure
moome tax expenses Future net cash lows are disconmes at
the presertbed rate of 10% No recognation ;s given in the
discounied future ne <ash low esumates s ;deprscim:c‘ézz.
depleunn; amaortzaten and lease imipairment exploratios
£APENsEs, Hilerest expense. general and admimstrauve
expenses anc changes i future poces and vosts: The selhng,
prices of crude il and natural gas have increzsec sign ficanth
during 1999 and ure faghly volaule

N At A

urated
At December 31 {Mitlons of dilinesd Yotad Srates Eurnpo a{mf Gthes
1959
Future revenues $19,858 $5.133 512,810 §$1,915
Less:
Futvre developraent and producton eosty 6,500 1.396 - 4484 620
Future income tx experses 5,457 1,167 3,753 537
’ 11,957 2,563 8,237 1,157
Futire net cash flows 7,901 2,570 4,573 758
Less: Disceunt at 10% annualrate 2,814 1,027 © 1,441 346
Standandized measure of discounted fanare , ‘ ‘
niet cash flows y $ 5,087 $1.543 $ 3,132 5 412
Share of equity mvestees standardized measure s 237 O s N S 166
1898 , ,
Future revenues $10,826 $2,866 $ 8,457 $1.503
Less ‘ . ,
Future development and production costs 6.412 1.479 4183 750
Futnte wnconme tax £xpenses 1,411 374 795 282
7,823 1,853 4,978 992
Future net cash flows 3,003 1.013 1,479 511
Less. Discount at 10% annual rate 980 4C3 - 326 25%
Standardized measure of discowated future : : .
‘ et cash flows $ 2,023 $ 610 $ 1,153 3 260
a MR T — - o g
1997 ‘ o ‘
Future reventes $13.001 $4,078 $ 8,207 5 716
Less; '
Future development and produchon costs 6,033 1.533 4,243 257
Future imgome tax expenses 3,127 831 2.073 223
i o 8,160 2,364 6,316 480
Future net cash flows ) 3,841 1,714 1,891 238
Less: Discount ar 1% annual rate 1,424 682 548 B84
Sumdardrzed measure of discounted ure )
net cash flows - o $ 2,417 - $31.022 $ 1,243 $ 152




‘Changes in Standardized Measure of Discounted Future Net
Cash Flows Relating to Proved Oil and Gas Reservas

Fa o the smrsfndrd[)rum}u r 3! ¢ \mhams ofdollars) 1999 1998 1997
Suml.xrdwrd measre of dise mmmj [mure net cash {lows at bciz,mmng of year $2,023 $ 2,417 $4,184
Chatges danng the year
Sates und translers of sl and gas produced during year, net ot
produc on costs {1.511) {978} {1,550}
Beveloproent costs myurred durimg year 626 915 679
Net rhatiges in prices and production costs applicsble to futare producnon 5,002 {2,215} (3.304)
Rt change woestumarned tutare development costs 28 {273} (392)
Extensions and distuveries tincludmg improved recovery ) of ol and \
gas reserves, less reluted costs 678 220 140
Revistons of previvus o and gas reserve estimates 244 233 2N
Parchases (saless of minerals insplace_ net (112) 126 30
Acerition of disvonm 288 435 769
Net chstipe in meone txes (2,289) 1,036 1,355
Revisior u rate or tutang of future production and other changes 110 107 175
Towl oy } 3,064 (394) {1,767}
S mdar {[Z(‘d meaoure (e of dlscuunied fu!ure net cash flows at end of year 5 5,087 $ 2,023 $ 2,417

yani =




Ten-Year Summary of Financial Data
Amera da Hess Corporation and Consolidated Subsidiaries

Thousands of dullars. except pte share ditu 19999% 1998 1997
Statement of Cansolidated Income
Revenues
Sales fexcluding exvise taxest and other operating revenues ;
Crude oil tincluding sales of purchased oil} $1,406,987 $ 893,921 $1,435,848
Natural gas Gincluding sales of purdmscd gas} 1,856,179 1,710,743 1,414,314
Petroleum produces 3,003,280 3,464,229 4,960,986
Other operating revenues 772,692 - 510,999 412,434
Total 7,039,138 6,579,892 8,223,582
Non-operating imncome : :
Gain [loss) on asset sales 273,441 {25,679 16,463
Equity i income “losst of HOVENSALLC 6,988 {15,848) -
Other 141,787 82,740 120,435
Totl revenues 7,461,354 6,&12},105 8,360,480
Costs and expenses ,
Cost of products sold 4,240,910~  4,373616 5,577,924
Froduction expenses 487,219 517,828 557,025
Marketing expenses 387,298 378,506 328,975
Other operating expenses 216,651 224 433 231,791
Explorauon expenses, including dryv holes and :
lease impairment 261,038 348,951 - 421,863
General and administrative experses 231,546 270,668 236,269
Interest expense 158,222 152,934 136,145
Depreciation. depletion and amortizat:on - 648,663 661.802 663,297
Impairment of assets and aperating leases 127,998 - 206,478 80,602
, Total costs and expenses 6,759,545 7.135,216 8,233,895
Income (loss) before income taxes 701,809 1A 126,585
Provision (beneht) lor income 1axes 264,193 (55.218} 119,085

~Net income (logs)

Nert income (luss; per share

$ 437616% § (458893} $ 7,500

Basic $4.88 8(5.12) -~ $o08
~ Diluied 4.85 ‘ (.12} 08
Dividends Per Share of Common Stock $ .60 $ 60 - $.80
Weighted Average Number of

Shares Outstanding (diluted)—n thousands 90,280 - 89,585 91,733

@) On Junaary 1999, the Corpartiiamadpred the Justein, fieat-gt <000 srventary medhsd &

s b reng ard mushy m‘ SRLLTE

(b includes after-taxy gains on wsser safe; of $175.000 ard spfsz wux bracfis wf $54603 partiat q,'sr by impasvmznt of ussris ond aposirg Wses (e innome niads o §50 3
&} Refloces ufter-tax apesiol charges aggregating 5242 w03 sepressving s srpairtne s of et and L peids Ty s, o R St 0 g A s PR SV T

(dY . Alter weome taaes, the nee gats was $424,156
e} . Alter morme ianes, the net chargy wos $415 54%
Seeagcampanying mtesdi corsstiduted frran. ial statements
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1995

1994

o 1993 1992 1991 1990
$1,528,692 $1,565,310  $1,228,045  $1,219,750  §$1,362,118  $1,448,793  $1,248,193
*,364,833 1,120,450 1,063,560 1,020,563 787,996 574,004 458,615
5,080,790 4,311,082 3,980,563 3,348,900 3,428,702 3,897,748 4,587,646
295,871 302,465 327,816 290,308 279,541 345,300 653,051
8,270,186 7,299,307 6,599,984 5,879,521 5,858,357 6,266,845 6,947,505
529,271 46,010 41,657 ~ - o e
124,276 124,571 49,226 17,068 99,866 151,419 138,854
8,923,733 7,519,888 6,690,867 5 896,589 5,958,223 6,418,264 7,086,359
5,386,316 4,501,053 3,795,094 3,508,295 3,213,748 3,686,227 4,003,747
620,533 610,457 600,501 626,377 684,292 619,482 503,579
264,285 259,214 260,552 247.029 228,953 262,728 268,222
129,454 185,477 124,258 242,266 233,989 176,879 231,942
384,324 381,758 331,216 350,859 323,942 397,267 360,168
237,868 262,950 230,110 229,218 238,032 222,585 196,588
165,501 247,465 245,149 156,615 147,099 177,850 224,200
721,498 840,002 868,175 759,406 764,683 759,084 682,412
= s8461® e - - = -
7,909,789 7.872,537 6,455,055 6,120,065 5,834,738 6,302,102 6,470,858
1,013,944 (352,649) 235,812 (223,476) 123.485 116,162 615,501
353,845 41,764 162,098 44727 115940 31,854 132,788
$ 660,099  $(394,413) $ 73714  $(268203) § 7,545 $ 84,308 § 482,713
$7 13 $(4.26) $.80 $(2.91) $.09 $1.05 $5.99
709  (4.26) 79 (2.91) .09 1.04 5.96
$ 60 $ .60 $.60 $ .60 $.60 $ 50 $ .60
93,110 92,509 92,968 92,213 87,286 81,087 81,023
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Ten-Year Summary of Financial Data
Amerada Hess Corporation and Consolidated Subs-diaries

Lhuusands of dutlaz.. except pee share data 1999 1938 g7
Selected Balance Sheet Data at Year-End ; ,
Cash and cash equivalents $ 40,926 § 73,791 & 9,154
Working capital 248,720 89,908 463,781
Property. plant and equipment o ‘
Expleration and production $ 9,974,117 % 9,718,424 § 8,779,807
Refining, marketing and other 1,090,768 1,308,815 3,847,828
Total--at cost 11,064,885 11,027,239 12,62%,635
Less reserves 7,013,233 6,835,301 7,430, 841
Property, plant and equipment--net § 4,051,652 3 4,191,938 & S,’&SQ,?QQ
Total assets '§ 7,727,712 § 7.882.983 § 7.534.61%
Tolal debt 2,308,681 2,652,465 2,127,288
Stockholders’ equoty 3,038,192 2,643,412 3.215,69%
Stockholders equity per shar $33.51 $26.26 - $£35.16
Summarized Statement of Cash F!ows :
Net cash provided by operating activities $ 770,005 § 518,788 $ 1,250,007
Cash flows from investing activities |
Capual expenditures ; :
Exploratien and produstion (727,086}  {*,306,438}  {1,157,938)
Rehimng, marketing and other (69,571) {132,24¢C) {187,652}
Total capuial expenditures (796,657} (1,438,678}  {*.345,590)
_Proceeds from sales of property. plant and equipment and other 372,647 502,854 ‘ 63,017
o Net EL‘S?L provided by {used m; mvesung activities (424,01 0 ’ {935,824) {;*2’32*533}
Cash flows from financing activinies ,
- lssuance (repayment) of notes - 14,412 {14,342) 1,982
- Long-term berrowings 990,125 B48,320 398,391
Repayment of long-term debt {1,347,745) (317, 144) {208,000}
Issuance of common stack — v —
Cash dividends paid (54,262) {54,647) {85,373;
Common stock acquired - {59,167) {122,283}
Stock options exercised 18,283 — e
Netcash provided by (used in, financing acuvives (379,187) 403,020 13,717
Elfect of exchange rate changes on cash 327 - (3.347) {2.518)
Net increase (decrease; \n cash and cash equivalents S (32,865) § (17.363) §& (21,358}
Stockholder Data at Year-End o
Number of common shares outstanding {in thousands} 90,676 90,357 91,4514
Number of stockholders (hased on number of helders of recerd 7,416 8,959 9,59’?
Market price of common stock $56.75 $49.75 $54 88
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$ 112,522
689,864

$ 8,233,445

g

9

1993

1994 1992 1991 1990
$  5607* § 53135 $  79.635 § 141,014 § 120170 § 129,914
357,964 520,247 245,026 551,459 625,370 603,244

$ 9,392,184

- $ 9,790,468

$ 9,360,871

$ 9,203,951

$ 9,306,435

$ 8,340,951

3,668,974 3,672,028 4,514,358 4,426,369 3,886,814 3,223,397 2,817,032
11,902,419 13,064,212 14,304,826 13,787,240 13,090,765 12,529,832 11,157,983
6,995,136 7,694,496 7,938,824 7,052,328 6,646,801 6,339,232 5594,399
$ 4,907,283 $ 5,369,716 $ 6,366,002 $ 6734912 $ 6,443,964 § 6,190,600 $ 5,563,584
$ 7,784,481  § 7,756,370 § 8,337,940 $ 8,641,546 $ 8,721,756 $ 8,841,435 $ 9,056,636
1,039,288 2,717,866 3,339,788 3,687,922 3,186,199 3,266,195 2,925,285
3,383,631 2,660,396 3,099,629 3,028,911 3,387,599 3,131,982 3,106,029
$3635 2860 $33 33 §3271 $36.59 $38.63 $38.34

$ 807,721 $ 1,241,007 § 957,018 $ 819,423 § 1,137,707 § 1,364,268 $ 1,326,444
(788,286) (626,518)  (532,189)  (755419)  (916,536)  (1,295,039)  (1,267,506)
_(72,339)  (65,593) (64,0950  (592,622)  (641,258)  (417,276)  (193,921)
(860,625) (692,111)  (596,284)  (1,348,041)  (1,557,794)  (1,712,315)  (1,461,427)
1,037,073 145,792 72,804 12,436 25,423 37,788 (12,012)
176448 (546,319)  (523,480) (1,335,605  (1,532,371)  (1674,527) _(1,473,439)
(72,046) 26,247 (54,153) 117,791 (159,756)  (183,351) 46,744

- 25,000 289,843 547,704 675,016 786,280 461,413
(794,527) (689,355)  (642,112)  (167,769) (524,384)  (269,414)  (287,531)

o - - - 497,360 - -

(55,746) (55,788) (55,711) (41,603) (64,194) (36,468) (60,681)
(8,236) SR - - - - (6,213)
(930,555 (693,896)  (462,133) 456,123 424,082 297,047 153,732
2837 2044 2095 (13200 (8,334) 3468 L2877

$ 56451 $ 2936 S (265000 S (61,379) § 20844 §  (9,744) § 9,614
93,073 93,011 92,996 92,587 92,584 - 81,068 81,019
10,153 11,294 11,506 12,000 13,088 13,732 14,669
___§5788 95300 $45 63 §45.13 $46.00 $47.50 $46.38
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Ten-Year Summary of Operating Data

Amerada Hess Corporatiop and Consoligated Subsitiaries

S oA bk b S < i ¢ e

1999

1998 1597
Production Per Day {net)

Crude oil {barrels} : ,
United States 54,712 36,784 35,707
Umted Kingdom 192,128 109,463 126.427
Norway 25,326 26,943 - 28,516
Denrark 7.547 - G e
Gabon 10,226 14,345 16,127
Indonesia and Azerbatjan 4,662 2,949 531
Canada and Abu Dhabi — - —
~ lotl } 214,662 190,484 202,308

Natural gas Hquids (barrels: '

United States 9,833 8,136 §.243
United Kingdom 5670 5,980 6,364
Norway 1,683 1,379 1,657
Thailand 559 - -
Canada — - ) s
Total 17,745 15,505 16,264

Natural gas {Mcf) - S
United States 338,044 293,849 311,915
United Kingdom 257,800 251,000 225,804
Norway 30,600 27.828 - 30,312
Denmurk 2,900 o —
Indonesia 5,400 3.800 1,223
Thailand 7.800 e -
Canada e — -

Total 642,544 576,477 569,254
Well Completions {net)
Oil wells 28 28 42
Gas wells 11 20 11
Dry holes 9 25 24
Productive Welis at Year-End {net)
Ol wells 735 721 860
_Gaswells 161 252 aa7
Total 896 973 1,307
Undeveloped Net Acreage (held at end of year) ' ‘ ~
United States ~ 678,000 748,000 815,000
Foregn'® . o 15.858,000 16,927,000 10,180,000
Total 16,536,000 17,675,000 11,085,000
Shipping “ '
Vessels owned or under Lharter at year-end 8 9 14
- Toal deadweight tons 884,000 952 000 - 1,602,000
Refining (barrels daily) ‘
Amerada Hess Corperation - 419,000% - 411,000
HOVENSALLC Y™ 209,000 217.000 ~ D
" Petroleum Products Sold {barrels daily) ‘ ; o
Gasoline, distillates and ot m:* lxghx products 284,000 411,000 436,000
Resudual fuel ouls 60,000 71000 73,000
- Total } 344,000 482,000 508,000
Storage Capacity at Year-end (barrels) 38,343,000 56,070,000 87,000,000
Number of Employees (average) 8,485 9777 8,216

ty ecludes wereage el under producton hasg - omrsos

(b} Throughten months of 1998

1) Refleaes 3008 of FOVENSA reflnery vlae funs from S wgmper & 159K
{4} Ieclude. approsymately 4 200 emplovees of vetad vperancns
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1996

2193

1993

1990

i 1994 1992 9%y 1990

41,020 52,284 55,638 60,173 62,517 66,063 62,434
134,726 135.429 122.043 80,019 86,265 59,979 56,027
27,603 25,576 24,279 26,388 29,598 78,619 24,351
9,725 9,512 8,857 8,301 6,910 8,952 -
5829 16976 17,854 21,540 22678 21,832 17,969
319,003 239,777 228,671 196,421 207968 185.445 160,781
9,105 10,722 11,964 11,798 11,063 10,047 9,436
6.628 6,900 6,756 3783 1.468 766 805
1,585 1.414 1.320 1432 1,707 1,752 2,004
a7 1647 1,809 1,956 1,981 1,997 1,704
17,994 730,683 21,849 18,969 16,219 12,562 13,549
137,653 401,581 427,103 502,459 601,824 583,740 457,082
253,983 239307 208,742 188.024 153.599 128,014 145,921
30,445 27,743 24,417 28,987 31,858 26,947 25,656
62,585 215500 185,856 167,839 137,680 104,451 76768
684,666 884,131 846,118 887,309 524,961 842,852 705,387
39 33 28 48 33 45 17

25 a1 44 49 20 41 33

40 50 24 37 2 36 38

854 2,154 2,160 2,189 2,082 2,103 2

455 1160 1146 1115 966 927 905
1,309 3,314 3,306 3,304 3,048 3,030 3,016
891,000 1,440,000 1,685,000 1,854,000 1,819,000 1,802,000 1,716,000
7455000 5,871,000 4570,000 4,310,000 3,168,000 3.480,000 3.329.000
8,346,000 7.311,000 6,255,000 6,164,000 4,987,000 5,282,000 5,045,000
13 16 17 15 21 21 23
1,236,000 2,010,000 2265000 2,398,000 3,223,000 2,825,000 3,012,000
396,000 377,000 388,000 351,000 335,000 320,000 383,000
412,000 401,000 375,000 291,000 275,000 285,000 296,000
83,000 86,000 93.000 95,000 102,000 128,000 132,000
“T495000 487,000 468,000 386,000 377,000 413,000 428,000
86,986,000 89,165,000 94,507,000 94,380,000 95,199,000 94,879,000 93,867,000
9,085 9,574 9,858 10,173 10,263 10,317 9,645
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COMMONWEALTH OF PENNSYLVANIA

DATE:  April 10, 2000
SUBJECT:  A-110005; A-125011

TO: Bureau of Fixed Ulility Services

FROM: James J. McNuity, Secretary
i \’;‘i R
P
e

Request for name change

Enclosed p%ease find copies of requesis for name changes
from the following companies:

1. A-110005 - Statoil Energy Services, Inc. to Hess
Energy, Inc. : ,

2. A-125011 - Statoil Energy Services, Inc. to Hess
Energy. Inc. _

This matteris being referred to your Bureau for apprdpr:‘ate

acton.
laf
Attachment Pl
: . . . ‘:.“X“ h‘:' "\
i.J ST e
FPR T 2000 [y
;’*»,;.
oy




| AMERADA HESS CORPORATION

2800 Eisenhower Avenue, Third Floor
Alexandria, Virginia 22314

May 23, 2000

e RECEIVED
gdeiri?f;fs ) Mol DOCU MENT MAY 213 2000

Pennsylvania Public Utility Commissi

PAPUBLIC U ‘
North and Commonwealth Strects L}'n'- O L D E R ; SECRET?F%T gg EAWSSION

Harnsburg, PA 17105-3265

Re: Notice of Company Name Change:  Statoil Energy Services, ine. (SESI)
Licensed Electric Generation Supplier
Application A-110005
Issued January 1, 1999

Dear Mr, MeNulty:

On Apnil 6, 2000 the Commission was advised that Statoi) Energy Services, Inc. {SESI).
an cleetric generation supplier, heensed by the Pennsylvania Public Utility Commission at A-
110905 issued January 1, 1999, had changed its name to Hess Energy Ine. {* HEI”} effective
April 1, 2000

The name change resulted from the acquisition of the outsmndmg, common stock of
Stator! Enerpy Services, Inc. by Amerada Hess Corporation (AHC) The Commission was
advised that all financral guarantees related to Statoil Energy Services would remain in effect and
that the bond on file with the Commission for Statoil Energy Services remained in full force and
effect A surety bond has now been executed on behalf of Hess Energy Inc , and the original
bond and five (5) copies are attached.

Should you have any questions, please do not hesitate to contact me at (703) 317-2244.

~For our record-keeping purposes, please file stamp and return one copy of the submittal, using
the enclosed stamped self-addressed envelope,

E{csputmny qubmxtte;l.\
/ %&e/ X
!

Mar} E hzrabeth Tighe
Vice President

Regulatory Affaics
Lne.

ce Darren Gall, PUC
Richard J. Bindleglass. Amerada Hess

e




Licanse o&rmit Bond ' '

i Continental Casualty Company , O Transportation Insurance Company
5 National Fire lasurance Company of Hartford [J Transcontinental Insurance Cormpany
{1 American Casualty Company of Reading, Pa. 1 Valley Forge Insurance Company

- D
INFURANCE FROMN

3

CNA Plaza
Chtucago, fllinois 60685

BOND #929 123 875

KNOW ALL MEN BY THESE PRESENTS, That we _HESS ENERGY INC. _
e ey, OF 2800 Elsenhower Avenue, Alexandria, Viveinia 22314 .

kereinafter referred to as the Principal, and _AMERICAN CASUALTY COMPARY OF READING, PA

a corporation organized and existing under the faws of the State of _Illinods . . —
and autharized to do business in thex8tptexofx_Commonwealth of Pennsylvania ., as Surety, are held
and firmly bound unto PENNsyz,vANIA PUBLIC UTILITY COMMISSION OF HARRISHURG, PA, 17128

hereinafler referred to as Obligee, in the sum of .T&;v‘Q.‘P Hundred Fifvy Thousand and 00/100 Dallars. .,

tawiul money of the United States of America, to the payment of which sum, well and truly to be made, we
bind ourse'ves. our executors, administrators, successors, and assigns, firmly by these presents.

THE CONDITION OF THIS OBLIGATION IS SUCH, That whereas, the Principal has made application for a license
or permit to the Obligee for the purpose of, or to exercise the vocation of _Supplying Energy and .
Energy Services tou entities within the Commonwealth of Pearsylvania

NOW. THEREFORE. f the Principai shall faithfully compiy with all ordinances, rules and regulations which
have been or may hereafter be in force concerning saic License or Permit, and shall save and keep harm'ess
the Obligee from all loss or damage which it may sustair or for which it may become liable on account of the
issuance of said license or permit 1o the Principal, then this obligation shall be void; otherwise, to remain in
full furce anc effect. :

THIS BOND WILL EXPIRE . .. Mareh 31, 20061 . , S .
but may be continued by continuation certi‘icate signed by Principal and Surety. The surety may at any time
terminate ats ligkn'ily by giving tharty (30) days written notice to the Obligee, and the Surety shall not be liable
for any defau't after such thirty day notice period, except for defaults occurring pricr thereto. :

SIGNED, SEALED AND DATED this . Skh day of April . : £ 820040

D O C UM EN T - _EESS mzxcy INC# i
FOLDER By: Q\ZSR{wO\ _jlﬁfm__w,

Pees.

AMERICAN CASUALTY COMPANY OF READING, PA

‘ Surety .
) By: W I%MQ\——'
\\3 ,

Myrna Gas’Ljin Attorney in-fact

G-23172.A



CNA INSURANCE COMPANIES

AMERICAN CASUALTY COMPANY OF READING, PENNSYLVANIA

STATEMENT OF ASSETS AND LIABILITIES
December 31, 1998

ASSETS:

Cash

Short-term investments (principally U S. Government Obligations)

Urited States Cavernment obligations :

Other public bonids

industnal and miscellaneous bonds

Preferted stocks

Common stocks of affiliated companies

Other common stocks

Real Estate

Premiums and dgents* balances in course of collection

Prentiurns, agents balances and instaliments booked but

' deferred and not yet due

Actrued retrospective prennums

Accrued intetest dividends and rents

Gther Assets '
Admitted Assets

LIABILITIES:

Unearned premium reserve
Reserve for loss and luss adjustment expense ;
Reserve for taxes, licenses and fees (including federal income taxes)
Other Labdities

Total Liabilities

SURPLUS:

Capital paid up {35.00 par valug)
Shares authorized: 2,000,000 wsued. - 840,0C0
Surplus
Surplus as Regards Policyholders -
Total

Falure of itens ta add to totals shown is due to rounding,

1,308,082
33,273,065
332,753,723

S 511,793,416
170,450,228

: 0
315,208,201
625,000
379,592
87,442,742

22,060,020
32,227,354
10,240,558
61,906,615

T 1.579.718.636

153,726,292
816,117,946
5,478,485
60.552,631

1,035 875,354

48,573,819
495,269,463

543,843,287

" 1,579,718,636

State of dhinois )
}ss
Caunty of Cook}

Ori this 30th day of April, 1999, befare me came john M Squarok and Mary A. Ribikawskis, known

to me persanaily to be the Group Vice President and the Assistant Secretary, respectively, of the

Amancan Casuahy Company of Rearding, Panncylvania haing fully swar, cartife and attest that the foregoing

statement 15 a true and correct statement of the assets and habilities of the said company as of

Necan $on O

the "shnwn‘fzym‘* en 4

Mafy)ﬁdtgakamﬁls, Assistant Secretary

wEe»

Notary Public (\_] My Commussion Expues Aug, 21, 1999 b

LZA RS R A0 222 XY T Y ET TR S

+9 P Q& @D

J w Squarok, Gigyp Vice-President

! 66600005&&&&‘00‘0&'00%60‘0‘4

A Y OFFICIAL SEAL" :
L | SUSAN CAROL COGHLAN
A hDTARY PUBLIC, STATE GF iLLINOIS &



* Ametlcan Casualty Company ‘ '
of Reading, Pennsylvania ;

For All the Commitments You Muke®
OtficesiChlcago, Hinols

POWER OF ATTORNEY APPOINTING INDIVIDUAL ATTORNEY-IN-FACT

Kniow All Men by these Presenls, That AMERICAN CASUALTY COMPANY OF READING. PENNSYLVARNIA, a corporation duly organized and
ewsting under the laws of the Commonwealth of Pennsylvania, and bhawng ifs princpal office in the City of Chicago. and
State of Hinais, does hereby make, constitute and appoint Beatrice A, Bowen, Henrietta A, Little,

Janet E. King, Myrna Gaskin, Individually

et e R, . e . » T

of o New York, New York _ ; ; e ; -
1% true and lawtul Attorney sn-Fact withs fuli power and authority hereby confarred to sign. seal and execute in its behal’ bonds. undertakings and
othiee obiigatory instrument's of SIMHAr NALUPE i vom s ‘ . i ‘ o

=« In Unlimited Amounts -

3nd to bind AMERICAN CASUALTY COMPANY OF READING, PENNSYLVANIA thereby a5 hully and 1o the same extent as 1l such instruments were
agfed by the duly guthorized officers of AMERICAN CASUALTY COMPANY OF READING, PENNSYLVANIA and all the acts of said Attorney,
pursuant o the authordy hereby given are hereby ralified and confrmed.

This Power of Attorney 18 made ahd execuled pursuant 1o and by authorety ot the Ighiowing By-Law daly adopted by the Board of Directors of
the Company

“Article Vi Execution of Qbligations and Appointment of Atlorney-in-Facl

Section 2. Appontment of Attorneysn-fact The President or Vice President may, lrom e to time, appo:at by written cerfificates atlerneys.
rifact to a6t w behall of the Compary in the execution of poiicies of insurance, bords undertakirgs and other obigatory ihstruments of like
nature, Such attorneysin-fact, subject to the lindetions sef forth i the r respectve certedicates of authordy, shall have full power to bind the

" Company by ther sighature and execution ol any such instruments and to attach tre seat of the Cempany thereto The Presdent or any Vice
Prosdent or the Board of Direttors may at any t me revoke all power and authonty previously given o any aftorney-nfact™ )

This Power of Aticrney 15 migned and sealed by facsimile under and by the suthenty of the feliowing Resolution adoptet by thé Board of
Directors of the Company ot a meeting duly talled and held on the 11tn day of November, 1966

“Resolved, that the s-gnature of the President or a Vice President and the seal o the Company may be athxed by facsumile o1 any power
of attorney granted pursuant o Sechion 2 of Article VI of the By Laws, and the signature of the Secrelary or.an Assistant Secretary and the
seal o! the Company may be atfixed by fascanile to any certifcate of any such power, and any power or cerfilicate bedring such facsimile

_ signatures and seal shall be valid and binding on the Company. Any such power 5¢ exetuted and sealed and certilied by Certilicale so executed
ant sealed shall, with respact to any bond or undertaking o wich 1 1s attached. continue 1o be vald and binding on the Company

In Wilness Whereol, AMERICAN CASLALTY COMPANY, ?V%EADMG, PENNSYLVANIA has caused these presents lo be signed by «téytce
President ang is coeporate seai to be berelo sf'ixed this . 12t day ot ay. . ” e , . 19 .

;6”““0"1 ARERICAN CASUALTY COMPANY GF READING, PENNSYLVANIA
State of Lknms # ' )
County of Cook | 3% 3 ""‘E‘CPM%/ B ; ’
J. E, Purtelt Vice President.
On thas ... J:ZM day of . May . 19 87 . before e personally came

4 B Purtel, to me known, who, being by me duly sworn, did depose a1d €3y that he resides in the Vitlage of Gleaview. State o Wineis, that ne s
a vice President of AMERICAN CASUALTY COMPARY OF READING, PENNSYLVANIA, fhe corporetion destribed i the which executed the above
steument, that he keows the seat of saig Corporation, that the seal affixed 1o the sad instrument (S such corporate seal: thal ¥l was so affixed
pursuant Yo guttorly %wen tyy the Board of Directors of said corporation and that he sgned his name thereto pursuanl 1o ke authonty, and
acknowledges same to be the act and deed of said ¢corporaton ~

= A LD
T Lestie & Smith Notary Public.

CERTIFICATE My Commission Expires November 12, 1990
I M & vonnahme, Assistant Secrétary of AMERICAN CASUALTY COMPANY OF READING PENNSYLVANIA, do certify that the Power of Attorney
herein above set [orth i still in foree. and turther certify that Section 2 of Arlicle V! of tre By-Laws of tve Company and the Resolutior: of the Board
ot Tirectars. set forth in sad Power of Attorney are still i {prce. In testimony whereo! | have hereunte subscribed my name and atfixed the seal of

the sa:a Cempany tus e Sthoo . day of o Aprdl o 2000,

; M C Vonpahme Assstant Secretary
BI3aT U : ‘ INV NO. G-56625-A
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ACKNOWLEDGMENT FORMS

COPARTNERSHIP
STATE OF
COUNTY OF Oss:
On this day of _ _ , 18 ; before me persorally appeated

» s Yo me Known and kaown to me to be one of the lirm of - o - :
descr.bed i and who executed the fotegoing mstrument and (s)he thereupon acknowledged 1o me that {sYhe executed the same as and for the act
and deed of said R ‘

Notary Public

L I CORPORATE
STATE OF Neno Jecizay
COUNTY OF Yyl tesen [lss
! ] . wrde . . =
. Onthis_o N dayof &,1’3‘{ : \ , ,1‘?*’20‘*“. before me personally appeared BN A :
(‘r; r‘*\*wﬂy‘\ s 0 me kniown, who, bcmjn by me first duly swom, did depose and say that (s)he resides in
*.m‘-\mnmﬂ(mwiﬁ{ S that(sbeisthe __ re<s ol o o o of_Pees & nevcyInG

; e ] the corporation described in and which exccuted the foregoing instrument; that {s)he knaws the torporate
seal of said corporation; that the corporate seal affixed to sa:d instrument is such corporate seal; that it was so affixe by order and suthority of the
Board of Directors of said corperation, and that (S)he signed b_1S _ nume thersto by like order and #lthority /d) i [4 -

' ity [ La FROInY

. . e ¥ . ¥
ROBBIN ANN McGRAW Notary Public
NOTARY PUBLIC OF NEW JERSEY
caviamenadnes R Y <o <. My Commission Expires Feb 13,2002 iy e e
INDIVIDUAL
STATE OF
COUNTY OF Clss:
Ountus __ dayof s 15, , before me personslly appeared e
s 10 me kncwn and known 1o me to be the individual described in and who executed the forsgoing instrument and
" acknowiedged 1o me that v executed the same i h __ individual capacity. :
MA Newary Public
, | SURETY
STATE OF NEW YORK
COUNTY OF quEENS  Elss
I eesldifie s Tow " , , Motary Public of Queens Cbunty, in the State of New York, do hereby certify
that Myrna Gaskin Attorney-in-Fact, of the American Casualty Company of Reading, Pennsylvania who is personally

knowr to me to be the same person whose name is subscribed o the foregoing instrument, appeared before me this day in person, and seknowledged
- that {s)he signed, sealed and delivered said instrument for and on behalf of the American Casualty Company af Reading, Peansylvaaiz for the
usey and purposes therein set forth,

Given under my hand and notarial seal at my office in the City of New York in said County, this ____ day of
Al 2000

Nmary Public

 Neswy Public, State of New Yok
No. 41-47508%

£ e g Duesng Coen s
s~ . Capei ARt 27 i~
- Faetw /%3/0/ ‘
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FOLDER

May 25, 2000

| A , {1000 g
Mr. Robert A Rosenthal, Director ‘ o
Bureau of Fixed Utility Services | OC}? | ;2 [ {
Commonwealth of Pennsylvania m e
Public Utlity Commissicn
P 0. Box 3265
Harrisburg, PA 17105-3265

RE: Report of Electric Generation Supply by Energy Source
Dear Mr. Rosenthal.

Enclosed please find Statoil Energy, Inc. s revised forms for reporting electric generation
supply by energy source orginally submitted to you on 4/13/2000, We are submitting this
information with the understanding that &t will be considered confidential by the |
Cormmission. -

if you have any further questions or need clarification to our response please contact
me at 703-317-2313. |

oo A s, RECEIVEU
~ Jennifer L. Mumma |
MAY 26 2000 S

A PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU

Supervisor - Accounting
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April 13,2000 .
Mr. Robert A Rosenthal, Director
Bureau of Fixed Utility Services
Commonwealth of Pernsylvania
Public Utility Commission

- P.O. Box 3265
Harrisburg, PA 17105-3265

RE: Report of Electric Generation Supply by Energy Source

A

Dear Mr. Rosenthalt

Fnciosed please find Statoil Energy, Inc's completed forms for reporting
electric generation supply by energy source. We are submiting this information
with the understanding that it will be considéred confidential by the Commission.

If you have any further questions or need clarification to our response
please call Jennifer Mumma. She can be reached at (703) 317-2313.

Sincerely, o .

/’”7%“%%74/%,

Melanie M. MeNuity
’ Senior Accountant
Statoil Energy, Inc.

-
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COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION ___
P O. BOX 3265, HARRISBURG, PA 17105-3265 TTT——

IN REPLY PLEASE
REFER TO QUR FILE

March 14, 2000

To:  Licensed Electric Generation Suppliers, Providers of Last Resort, and Jurisdictional
Municipalities

Pursuant 1o 52 Pa. Code §54.39(b) anc §54.6 relating to disclosure of generation
attributes, electricity sales, and gross receipts, Electric Generation Suppliers (EGSs) and
Providers of Last Resort (POLRs) are required to annually file specific :nformation.
Additionally, to mezt other reporting obligations we are also requiring Municipalities under our
jurisdiction to report information as specified below. Erclosed are two forms for use in reporting

the required wformation, as applicable.

EGSs ané POLRs shall complete Section A of this report. In Section A please indicate
the percentage of total retail electric energy sales attributed to various generation fuel sources. [f
gmer«amﬁ was purchased fror a power pool, Independent System Operator, or other alternative
source, report the base mix of that source. If generation came from a ¢combination of these
sOuUrees, you may prorate the energy mix based upon total retail electric energy sales.

All EGSs and junsdictional Municipalities shall complete Section B of this report.
Municipalities shall report only kWh and gross receipts for electricity distributed outside of their
respective service territories. Municipa! data shall reflect the same information as filed with thus
Commissior in the Annual Financial Statement.

EGSs shall report kWh and Gross Receipts on retail sales of electric energy which have
oceurred within the Commonwealth In accordance with 66 C.S. A 2810(j) retail sales of electric
generation, transmission. distribution or supply of electric energy. dispatctung services, custemer
services, competiuve transition charges, intangible transition charges and universal service and
energy conservation charges and such other retail sales in this Commonwealth the receipts of
which, if bundled, would have been deemed to be sales of electric energy prior to the effective
date of the Electric Choice Act are deemed sales of electric energy for purposes of section 1101

~ of the Tax Reform Code of 1971. Retail sales of generation shall be deemed to oceur at the
meter of the retail consumer. Gross Receipts are defined at Section: 101(b) of the Tax Reform
Code of 1971.

AUMENT e
pocuMENt
OLDER
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The deadline for filing the enclosed reports i§ April 30, 2000. Mail the completed forms
-~ +tq Secretary James McNulty with a copy o Annunciata Marino af the mailing address indicated
above. If you have any questions, you may contact Ms. Marino at (717; 772-2151.

,”&_/%ry truly yours,
0T
U fogetPC

Robert A Rosenthal, Director
Bureau of Fixed Utility Services

- Enclosures (2)

Ce:  Robert Benrett
Robert Wilson
Clemens Glunz
Annunciata Marino

Doturment No. 176102



;.,;se Number (Required) A - “iw 3 M Providerof Le sort, check here,

- “Section A. Annual Report of Electric Generation Supply by Energy Source
(Baséd on Total Retail Sales in Pennsylvania 1999) k
'Pur’%;uar.m 52 Pa Code §54 39 (4) and 52 Pa. Code §54.6, Ed e Sy NG x,‘,nc,q-z::}«Q‘ AL at
" ' {Name of Company)
Bemonihe o, b, reportsthe following electric generation attributes for the calendar year
' Ciy) " (State) . '
indicated below: | |
“Year. | Coal " Nuclear | O | Hydro- Ngi‘i_i;:}i i Repewable* | . Total
R | ‘power . | . Gis - _(Based on Total
i ‘ SR Retail Sales)
1995 (%) 1 L L | _160%

This report teflects the estynated percent of total sales based on the primary fuel source used in the generation of electricity for
customer end-use in the Corvnonwealib of Pennsylvania. Some generators may use a combiaation of fuel sources, such as oil and coal
or sil and natural gas, which may be combined ot used alternatively. In this instance, only the primary fuel source is reported. Data
ruay also include negative sales for pumped storage hydraelectric operations, which could require the use of any fuel source except
hydropower. If any supply includes sales for Distributed Gereration, percentage of these sales Dy energy source are inclusive of the

approphiats energy source categories and are separately indicated witain parentheses 1 net metering, is employed by any Distributed
Generation activity, the darta ‘s marked with an asterisk. oo L

Disclosare of generation €ngrgy SOUrses is defined as efectricity ransactions which ars raceable to generation supply by any auditable
contract path, tradabie certificates or some other systemn, which provides verification that the engrgy characteristics were not sold more
than onse to a retail customar. 1f generation energy Sources are not identifiatle, the provider skall disclose this fact herein:

(enoration 5oures <qual ‘FLAC[ pait for PO %um"xfrm
 «Detailed Break-down of Renewable Source by Technology (if any reported above) , h
o Technology | Percentof Total Actual Amount of Energy | Actusl Amount of Gross
Renewable Energy | Supplied (Sales i KWh) ' Receipts (5}
~ Supplied . - , 1 ,

Solar Phoovoliaic Energy
| Solar Thermal Energy R e , ~ -
‘Wind Pawer e : : — ' L - -
Low Head Hydrosowe: i e

| Geuthermal Energy .
Landfi{l or Other Biomass-based
Methat.e Gas e
Mine-based Methane Gas _ .
Energy from Waste = JRUI .
' Sustainable Biomnuss Energy v , , SR, SR :
 Other (Name) A ~ ~ - : PR

[rew—

| Total Rerewable Sources T 100%

i wmpanyk::laims Lave been made to consumers, attach verification by an independen: auditor (year-end report) that anticipated
peneration sources (applies to operations smaintained for less than one year) or that resources jcentified in the above report are trué and
aceurate.

Note to the Consumer- Electricity is the product of a mix of generation energy sources that is delivered over a system of wires,

Form Docusent He 123958
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CONFIDENTIAL

T S'ect”i{)n; B. AnnuaIReport of Pennsylvania Energy (KWh) Sales and Gros$ Rece‘xpts,

Company Name: e deey N\ ‘i;ue..rc&j\&\ S
Period of Operatior. (it less than full calendar year):
Flom Cess L S@ S (Month, Yeadto_Dec ANAD (Month, Year)

Check appropriate box:

3?/ Flectric Generation Supplier (License Number Required A~ __ _ - _ )

g Generétbr and supplier of electric power
i Mm‘ncipal gensrator and supplier of electric power
1 Broker/Marketer engaged in the business of supplying electricity :
c , Aggregator engaged in the business of supplying electricity
0 Provider of Last Resort . R i
5 Municipal (Only repont sales and gross receipts for electricity distributed outside of service territory)

i, PAECECTRICITY:SALES
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H E‘Agullectmg cmg&, ﬁ-om PA licensed suppliers for interstate electric energy sales, report totai sales (kWh) separately for this
purpose and check the box “Sales for Resale.” Alsa complete Section A of this report to indicate the base mix of energy sales. No
Gross Receipts are reported for these types of sales. ' |

Form Docurment No: 176125




; ORIGIIAL

HESSl‘ﬁﬁﬂ*’
AMERADA HESS CORPORATION
' 2800 Eisenhower Avenue S |

Alexandria, VA 22314
703-317-2300

on

~No

So)

(¥ 8

y " . o b . ‘..J

Please change Statoil Energy’s mailing address from:
Statoil Energy

2800 Eisenhower Avenue
Alexandria, VA 22314

'% ) ;
R o fas
Fo: ooz
' O =
‘ . . .:Qm “
Amerada Hess Corporation 22 o
2800 Eisenhower Avenue, 3™ Floor ‘*”rzn P
Alexandria, VA 22314 %D -
) 7 (3]
} P
R

S i i

MARK I, EISENHOWER ESGUIRE
MRRY ELTZABETH TIGHE E5Q
STATOLL EHERGY TRADING INC

i 2800 EISENKOWER AVENUE !

SYITE 390 i
ALEXANCRIA WA 22314 :
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