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HESE 1 Hess Plaza

Woodbridge, NJ 07095

JAY L. KOOPER

Director of Regulatory Affairs
{732) 750-7048

FAX: (732) 750-6670

July 2, 2012

VIA OVERNIGHT MAIL

Public Utilities Commission of Ohio
Docketing Division

132 Floor

180 East Broad Street

Columbus, OH 43215-3793

0Jdnd

RE: Hess Small Business Services, LLC --
Application For Certification as a Competitive Retail Electric
Service (CRES) Provider

€S:1IWY S-nrzioz
AIC 9NIL3NI00-03A1303Y

Dear Sir/Madam:

Pursuant to Chapter 4901:1-24 of the Ohio Administrative Code, enclosed please
find one original and 10 tull copies of Hess Small Business Services, LLC’s Application
for Certification as a Competitive Retail Electric Service (CRES) Provider in the State of

Ohio.

In order to assist in our record keeping, please file stamp the additional copy of this
cover letter/application form and return it to me in the enclosed self-addressed attempted
envelope provided for that purpose. Should you have any questions, please do not hesitate
to contact me on my direct extension at (732) 750-7048. Thank you very much in advance

for your attention to this matter.

Sincerely,

Jay L. Kooper
Director of Regulatory Affairs

Enclosures
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Date Received Case Number Version

The Public Utilities Commission of Ohio -EL-CRS August 2004

CERTIFICATION APPLICATION FOR RETAIL GENERATION
PROVIDERS AND POWER MARKETERS

Please print or type all required information. Identify all attachments with an exhibit label and
title (Example: Exhibit A-13 Company History). All attachments should bear the legal name of
the Applicant. Applicants should file completed applications and all related correspondence with
the Public Utilities Commission of Ohio, Docketing Division; 180 East Broad Street, Columbus,
Ohio 43215-3793.

This PDF form is designed so that you may input information directly onto the form.
You may also download the form, by saving it to your local disk, for later use.

A. APPLICANT INFORMATION

A-1  Applicant intends to be certified as: (check all that apply)

@ Retail Generation Provider o Power Broker
@a Power Marketer o Aggregator

A-2  Applicant’s legal name, address, telephone number and web site address

Lega] MName Hess Small Business Services, LLC
Address One Hess Plaza, Woodbridge, NJ 07095
Telephone # (732 7506779 Web site address (if any) wwwnhesssmallbusiness.com

A-3  List name, address, telephone number and web site address under which Applicant
will do business in Ohio

Legal Name Hess Small Business Services, LLC
Address One Hess Plaza, Woodbridge, NJ 07005

Telephone # (732) 7506772 Web site address (if any’) wwwhesssmallbusiness.com

A-4  List all names under which the applicant does business in North America
Hess Small Business Services, LLC

Please ses Exhibit A-13 for names under which

Hess Corporation does business in N. America



http://www.hsssamaiibusin6ss.com
http://www.hesssmgiibiisiness.CQm

A-5

A-7

A-10

Contact person for regulatory or emergency matters

Name Jay L. Kooper

Title Directer of Regulatory Affairs

Business address One Hess Plaza, Woodbridge, NJ 07085

Telephone # (732 750-7048

Fax # (732) 750-6670

E-mail address (if any) jkooper@hess.com

Contact person for Commission Staff use in investigating customer complaints

Natme Jay L. Kooper

Title Director of Regulatory Affairs

Businass address One Hess Plaza, Woodbridge, NJ 07095

Telephone # (732) 750-7048

Fax # (732) 750-6670

E-mail address (if any) jooper@hess.com

Applicant's address and toll-free number for customer service and complaints

Customer Service address Hess Small Business Sorvices, LLC, One Hess Plaza, Woodbridge, NJ 07095

Toll-free Telephone # (888) 404-4377

E-mail address (if any) smallbusiness@hess.com

Fax # (7187422253

Applicant's federal employer identification number # 133981937

Applicant’s form of ownership (check one)

o Sole Proprietorship

o Limited Liability Partnership (LLP)

o Corporation

{Check all that apply) Identify each electric distribution utility certified territory in
which the applicant intends to provide service, including identification of each customer
class that the applicant intends to serve, for example, residential, small commercial,

mercantile commercial, and industrial. (A mercantile customer, as defined in (A) (19) of Section
4928.01 of the Revised Code, is a commercial customer who consumes more than 700,000 kWh/year or is

a Partnership

part of a national account in one or more states),

@ First Energy
@ Dhio Edison
a Toledo Edison
@ Cleveland Electric Nluminating
a Cincinnati Gas & Electric
a Monongahela Power
a American Electric Power
@ Ohio Power

o Residential
m Residential
@ Residential
@& Residential
@ Residential

@ Residential

@ Limited Liability Company (L.LC)
o Other

a Commercial
a Commercial
1 Commetrcial
a Commercial
Commercial

a Commercial

B Mercantile
a Mercantile
a Mercantile
a Mercantile
2 Mercantile

2 Mercantile

a Industrial
@ Industrial
& Industrial
2 [ndustrial
@ Industrial

a Industrial


mailto:ikooper@hess.com
mailto:smaiibusines5@he5s.com

A-11

A-12

A-13

A-14

A-15

A-16

B.

B-2

@ Columbus Southern Power @ Residential @ Commercial o Mercantile e Industrial
@ Dayton Power and Light o Residential @ Commercial @ Mercantile e Industrial

Provide the approximate start date that the applicant proposes to begin delivering services

November 1, 2012

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit A-12 "Principal Officers, Directors & Partners" provide the names, titles,
addresses and telephone numbers of the applicant’s principal officers, directors, partners,
or other similar officials.

Exhibit A-13 "Corporate Structure,” provide a description of the applicant’s corporate
structute, including a graphical depiction of such structure, and a list of all affiliate and
subsidiary companies that supply retail or wholesale electricity or natural gas to
customers in North America.

Exhibit A-14 "Company History." provide a concise description of the applicant’s
company history and principal business interests.

Exhibit A-15 "Articles_of Incorporation and Bylaws," if applicable provide the
articles of incorporation filed with the state or jurisdiction in which the applicant is
incorporated and any amendments thereto.

Exhibit A-16 "Secretary of State," provide evidence that the applicant has registered
with the Ohio Secretary of the State.

APPLICANT MANAGERIAL CAPABILITY AND EXPERIENCE

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit B-1 “Jurisdictions of Operation,” provide a list of all jurisdictions in which
the applicant or any affiliated interest of the applicant is, at the date of filing the
application, certified, licensed, registered, or otherwise authorized to provide retail or
wholesale electric services.

Exhibit B-2 "Experience & Plans." provide a description of the applicant’s experience
and plan for contracting with customers, providing contracted services, providing billing
statements, and responding to customer inquiries and complaints in accordance with
Commission rules adopted pursuant to Section 4928.10 of the Revised Code.




B-3

B-4

B-5

B-6

Exhibit B-3 "Summary of Experience,” provide a concise summary of the applicant’s
experience in providing the service(s) it is seeking to be certified to provide (e.g. number
and types of customers served, utility service areas, amount of load, etc.).

Exhibit B-4 "Environmental Disclosure," provide a detailed description of how the
applicant intends to determine its {a) generation resource mix, and (b) environmental
characteristics, including air emissions and radicactive waste. This information shall
include sufficient discussion so as to detail both the annual projection methodology and
the proposed approach to compiling the quarterly actual environmental disclosure data.
Additional details on this requirement may be obtained by referring to 4901:1-21-09.

Exhibit B-5 "Disclosure of Liabilities and Investigations," provide a description of all
existing, pending or past rulings, judgments, contingent liabilities, revocation of
authority, regulatory investigations, or any other matter that could adversely impact the
applicant’s financial or operational status or ability to provide the services it is seeking to
be certified to provide.

Disclose whether the applicant, a predecessor of the applicant, or any principal officer of
the applicant have ever been convicted or held liable for fraud or for violation of any
consumer protection or antitrust laws within the past five years.

m No o Yes

If yes, provide a separate attachment labeled as Exhibit B-6 ""Disclosure of Consumer
Protection Violations” detailing such violation(s) and providing all relevant documents.

Disclose whether the applicant or a predecessor of the applicant has had any certification,
license, or application to provide retail or wholesale electric service denied, curtailed,
suspended, revoked, or cancelled within the past two years.,

@ No o Yes

If yes, provide a separate attachment labeled as Exhibit B-7 "Disclosure of
Certification Denial, Curtailment, Suspension, or Revocation” detailing such
action(s) and providing all relevant documents.

C. APPLICANT FINANCIAL CAPABILITY AND EXPERIENCE

C-1

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit C-1 “Annual Reports,” provide the two most recent Annual Reports to
Shareholders. If applicant does not have annual reports, the applicant should provide
similar information in Exhibit C-1 or indicate that Exhibit C-1 is not applicable and why.




C-2

C-3

C-8

Exhibit C-2 “SEC Filings.” provide the most recent 10-K/8-K Filings with the SEC. If
applicant does not have such filings, it may submit those of its parent company. If the
applicant does not have such filings, then the applicant may indicate in Exhibit C-2 that
the applicant is not required to file with the SEC and why.

Exhibit C-3 “Financial Statements.” provide copies of the applicant’s two most recent
years of audited financial statements (balance sheet, income statement, and cash flow
statement). If audited financial statements are not available, provide officer certified
financial statements. If the applicant has not been in business long enough to satisfy this
requirement, it shall file audited or officer certified financial statements covering the life
of the business.

Exhibit C-4 “Financial Arrangements,” provide copies of the applicant's financial
arrangements to conduct CRES as a business activity (e.g., guarantees, bank
commitments, contractual arrangements, credit agreements, etc., ).

Exhibit C-5 “Forecasted Financial Statements,” provide two years of forecasted
financial statements (balance sheet, income statement, and cash flow statement) for the
applicant’s CRES operation, along with a list of assumptions, and the name, address, e-
mail address, and telephone number of the preparer.

Exhibit C-6 “Credit Rating.” provide a statement disclosing the applicant’s credit rating
as reported by two of the following organizations: Duff & Phelps, Dun and Bradstreet
Information Services, Fitch IBCA, Moody’s Investors Service, Standard & Poors, or a
similar organization. In instances where an applicant does not have its own credit ratings,
it may substitute the credit ratings of a parent or affiliate organization, provided the
applicant submits a statement signed by a principal officer of the applicant’s parent or
affiliate organization that guarantees the obligations of the applicant.

Exhibit C-7 “Credit Report,” provide a copy of the applicant’s credit report from
Experion, Dun and Bradstreet or a similar organization.

Exhibit C-8 “Bankruptcy Information,” provide a list and description of any
reorganizations, protection from creditors or any other form of bankruptcy filings made
by the applicant, a parent or affiliate organization that guarantees the obligations of the
applicant or any officer of the applicant in the current year or within the two most recent
years preceding the application.




C-9  Exhibit C-9 “Merger Information,” provide a statement describing any dissclution or
merger or acquisition of the applicant within the five most recent years preceding the
application.

D. APPLICANT TECHNICAL CAPABILITY

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

D-1  Exhibit D-1 “Operations” provide a written description of the operational nature of the
applicant’s business. Please include whether the applicant’s operations will include the
generation of power for retail sales, the scheduling of retail power for transmission and
delivery, the provision of retail ancillary services as well as other services used to arrange
for the purchase and delivery of electricity to retail customers.

D-2  Exhibit D-2 “Operations Expertise,” given the operational nature of the applicant’s
business, provide evidence of the applicant’s experience and technical expertise in
performing such operations.

D-3  Exhibit D-3 “Key Technical Personnel,” provide the names, titles, e-mail addresses,
telephone numbers, and the background of key personnel involved in the operational
aspects of the applicant’s business.

D-4  Exhibit D-4 “FERC Power Marketer License Number,” provide a statement
disclosing the applicant’s FERC Power Marketer License number. (Power Marketers
only)

" Dimetfu /)ésa' fi;éé gfiﬂwzg .fé;-d/? ces LLC.

ignature of Applicant and Title

Sworn and subscribed before me this gg day of . j u{ k; . QQ O/ (9\

(00000 -
\%ﬁ:ﬁi: COLLEEN M. FROST

Signature of official administering oath Print Name and Title ID Nao. 2298543
NOTARY PUBLIC OF NEW JERSEY
My Commission Expires Apr. 1, 2013

My commission expires on




AFFIDAVIT
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Lg[/\ A gq l’ LU ]ﬂ A/ , Affiant, being duly sworn/affirmed according to law, deposes and says that;

He/She is the D\‘/ L "‘c 4 {Office of Affiant) of HC€ s fm ” Eus.',{l?{; {Name of Applicant),

Serrtves, LLC

That he/she is authorized to and does make this affidavit for said Applicant,

10.

The Applicant herein, attests under penalty of false statement that all statements made in the
application for certification are true and complete and that it will amend its application while the
application is pending if any substantial changes occur regarding the information provided in the
application.

The Applicant herein, attests it will timely file an annual report with the Public Utlities Commission
of Ohio of its intrastale gross receipts, gross earnings, and sales of kilowatt-hours of electricity
purstsant to Division (A) of Section 4905.10, Division (A) of Section 4911.18, and Division (F) of
Section 4928.06 of the Revised Code,

The Applicant herein, attests that it will timely pay any assessments made pursuant to Sections
4905.10, 4911.18, or Division F of Section 4928.06 of the Revised Code.

The Applicant herein, attests that it will comply with all Public Utilities Commission of Ohio rules or
orders as adopted pursuant to Chapter 4928 of the Revised Code.

The Applicant herein, attests that it will cooperate fully with the Public Utilities Commission of Ohio,
and its Staff on any utility matter including the investigation of any consumer complaint regarding any
service offered or provided by the Applicant.

The Applicant herein, attests that it will fully comply with Section 4928.09 of the Revised Code
regarding consent to the jurisdiction of Ohio Courts and the service of process.

The Applicant herein, atiests that it will comply with all state and/or federal rules and regulations
concerning consumer protection, the environment, and advertising/promotions.

The Applicant herein, attests that it will use its best efforts to verify that any entity with whom it has a
contractual relationship to purchase power is in compliance with all applicable licensing requirements
of the Federal Energy Regulatory Commission and the Public Utilities Commission of Ohio.

The Applicant herein, attests that it will cooperate fully with the Public Utilities Commission of Ohio,
the electric distribution companies, the regional transmission entities, and other electric suppliers in the
event of an emergency condition that may jeopardize the safety and reliability of the electric service in
accordance with the emergency plans and other procedures as may be determined appropriate by the
Commission.

If applicable to the service(s) the Applicant will provide, the Applicant herein, attests that it will adhere
to the reliability standards of (1) the North American Electric Reliability Council (NERC), (2) the
appropriate regional reliabiiity council(s), and (3) the Public Utilities Commission of Ohio. (Only
applicable if pertains to the services the Applicant is offering)



11. The Applicant herein, attests that it will inform the Commission of any material change to the
information supplied in the application within 30 days of such material change, including any change

in contact person for regulatory purposes or contact person for Raff use in investigating customer
complaints.

at the facts aboye set forth arg true and correct to the best of his/her knowledge, information, and belief and that
: ; : A gt to-Be able to prove the same at any hearing hereof.

’ _1/4’_-) w2t /Q.Qf -4(:‘4 L5 jancey fWﬂf le -

«'of AThant & Title

W
Sworn and subscribed before me this 2 day of J u i\, . 2 % / L

Mdnth Year

COLLEEN M. FROST
Print Name and Title iD

No. 2298543
NOTARY PUBLIC OF NEW JERSEY
My Coramission Expires Apr. 1, 2013

ignature of official administering oath

My commission expires on




Hess Small Business Services, LLC
Exhibit A-12
Principal Officers, Directors and Partners

HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT A-12

Exhibit A-12 “Principal Officers, Directors and Partners: Provide the names, titles,
addresses and telephone numbers of the applicant’s principal officers, directors and
other similar officials.

Response: Please see below for the list of the Principal Officers for Hess Small
Business Services, LL.C (“HSBS”) and the enclosed excerpt page from Hess
Corporation’s 2011 Annual Report (also contained in Exhibit C-1) for the Principal
Officers and Directors of HSBS’s corporate parent, Hess Corporation.

Hess’ Electric Marketing Department and the enclosed excerpt page from Hess’
2010 Annual Report (also contained in Exhibit C-1) for the Principal Officers and
Directors of Hess Corporation.

HESS SMALL BUSINESS SERVICES, LLC
PRINCIPAL OFFICERS

John Schultz
President

One Hess Plaza
Woodbridge, NJ 07095
Phone: (732) 750-6000
Fax: (732) 750-7165

Thomas Chamberlin
Vice President

One Hess Plaza
Woodbridge, NJ 07095
Phone: (732) 750-6000
Fax: (732) 750-7165

Steve Haugenes

Vice President

One Hess Plaza
Woodbridge, NJ 07095
Phone: (732) 750-6000
Fax: (732) 750-7165



Ted Korth

Secretary

One Hess Plaza
Woodbridge, NJ 07095
Phone: (732) 750-6000
Fax: (732) 750-7165

Christopher Molinaro
Treasurer

One Hess Plaza
Woodbridge, NJ 07095
Phone: (732) 750-6000
Fax: (732) 750-7165

Melody Brown
Assistant Treasurer
One Hess Plaza
Woodbridge, NJ 07095
Phone: (732) 750-6000
Fax: (732) 750-7165

Hess Small Business Services, LLC
Exhibit A-12
Principal Officers, Directors and Partners



HESS

CORPORATION

BCARD OF DIRECTORS

John B. Hess %
Chairman of the Board and
Chiaf Executive Officer

Samuel W. Bodman »#

Former Secretary of the United States
Department of Energy;

former Deputy Secrstary of tha United
Stafes Depariment of the Treasury

Nicholas F. Bradym @@
Chalrman, Choptank Partners, ine.;
Former Secretary of the United States
Department of the Treasury;

Former Chairman,

Ditlon, Read & Co., Inc.

Gregory P. Hill
Executive Vice President;
Fresident, Worldwide
Exploration & Production

Edith E. Holiday @ ®

Corporate Director and Trustee;
Former Assistant to the President and
Secretary of the Cabinet;

Former General Counsel of the Unitad
States Department of the Treasury

CORPORATE CFFICERS

Thomas H. Kean "@®

President, THK Consulting, LLC;
Former President, Drew Universsty,
Farmer Governor, Stafe of New Jersey

Risa Lavizzo-Mourey #
Fresident and Chief Executive Officer,
The Robert Wood Johnson Foundation

Craig G. Matthews &
Farmer Vice Chairman

and Chief Operating Officer,
KeySpan Corporation;

Farmer Chief Executive Officer
and President, NUI, inc.

John H. Mullin 111 @
Chafrman, Ridgeway Farm LLC:
Former Managing Director,
Ditfon, Read & Co., Inc.

Frank A. Olson®®

Former Chairman of the Board
and Chief Executive Officer,
The Hertz Corporation

Ernst H. von Metzsch ®
Managing Member,
Camnbrian Capital, L.P.;
Former Seniar Vice FPresidant
and Partner, Wellington
Marnagement Company

F. Borden Walker
Executive Vice President;
Presidant, Marketing & Refining

Robert N. Wilsogn@#®
Chairman, Mevion Medical Systems;
Former Vice Chairman

of the Board of Directors,

Johnson & Johnson

{1} Member of Executwve Committss
2) Member of Audit Committeg

{3) Member of Comnpensation and
Management Development Committes

(4) Mempber of Corporate Governance
and Nominating Committee

John B. Hess
Chairman of the Board and
Chief Executive Officer

SENIOR VICE PRESIDENTS

Gregory P. Hill
Execufive Vice President;
Prasident, Worldwide
Explaration & Production

F. Borden Walker
Executive Vice Prasident;
President, Marketing & Refining

VICE PRESIDENTS

Christopher J. Baldwin
Gary A. Boubel
John A. Gartman

Timothy B. Goodell
General Counsel

Scott M. Heck
Lawrence H. Ornstein
Howard Faver

20

John P. Rielly
Chief Financial Officer

John J. Scelfo

R. Gorden Shearer
John V. Siman
Darius Sweet
Michael R. Turnar
Mykel J. Ziolo

George C. Barry
Secretary

Robert M. Biglin
Treasurer

C. Martin Dunagin
Richard J. Lawlor
Jonathon L. Pepper

Harold |. Small
Jonathan C. Stein
Jeffery L. Steinhorn

Kevin B. Wilcox
Controfler

Jay R. Wilson



Hess Small Business Services, LLC
Exhibit A-13
Corporate Structure

HESS SMALL BUSINESS SERVICES, L1.C
EXHIBIT A-13

Exhibit A-13 “Corporate Structure”: Provide a description of the applicant’s
corporate structure, including a graphical depiction of such structure, and a list of all
affiliate and subsidiary companies that supply retail or wholesale electricity or natural
gas to customers in North America

Response: Please see the attached flow chart and list detailing Hess Corporation’s
corporate structure and Hess Small Business Services, LLC’s (“HSBS”) placement
within this structure. HSBS is a wholly-owned subsidiary of Hess Corporation that
is operated from within Hess Energy Marketing, which is the division that contains
Hess’ retail and wholesale electric and gas marketing operations (including Hess’
licensed retail electric and gas operations in Ohio).

HSBS is a licensed retail gas supplier in Ohio under Certificate Number 12-138G(1)

Hess Corporation is a licensed retail electric and gas supplier in Ohio under
Certificate Numbers 10-208E(2) and 04-080G(5).



Hess Small Business Services
Organizational Chart

Hess Corporation

Hess Energy Marketing
(Division of Hess Corporation)

Hess Small Business Services
(Wholly-owned Subsidiary of Hess
Corporation)




LIST OF HESS CORPORATION SUBSIDIARIES

(Updated June 5, 2012)

Air Hangar, Inc,

Allied Petroleum Company

Allied Petroleum Limited

Allpet (Antilles) N.V.

Amerada Hess Nigeria Limited

Amerada Petroleum Corporation

Amerada Petroleum Corporation of Libya
Baku-Tbilisi-Ceyhan Pipeline Finance B.V.
Baku-Tbilisi-Ceyhan Pipeline Holding B.V.

Baku-Tibilisi-Ceyhan International Investment
Company

Baku-Tibilisi-Ceyhan Pipeline Company
Ballylongford Electricity Company Limited
Bayonne Energy Center, LLC

Bittern and Triton (UK) Limited

Brendan Company

Carigali Hess Operating Company Sdn. Bhd.
CH Mutiara Petroleum

Crown Landing LLC

Cul de Sac Agencies, Limited

Fisher Hess St. Lucia Limited

Hess (ACG) Finance Company Limited
Hess (ACG) Limited

Hess (Agreb) Limited

Hess (Algeria New Ventures) Limited

Hess (Bahamas) Limited

Hess (Borneo Block CA1) Limited

Hess (BTC) Limited

S \MSOFFICEUAUA'\SUBSIDIARIES\LIST OF HESS CORF COMPANIES - KOOPER'S REQUEST doc

Hess (Egypt) Limited

Hess (Faroes) Limited

Hess (GEA) Limited

Hess (Ghana) Limited

Hess (Indonesia-Deepwater) Limited
Hess (Indonesia-1) Holdings Limited
Hess (Indonesia-1) Limited

Hess (Indonesia-IT} Holdings Limited
Hess (Indonesia-1I) Limited

Hess (Indonesia-[11} Holdings Limited
Hess (Indonesia-II1) Limited

Hess {Indonesia-1V) Holdings Limited
Hess (Indonesia-IV) Limited

Hess (Indonesia-1X) Holdings Limited
Hess (Indonesia-1X) Limited

Hess (Indonesia-Pangkah) Limited

Hess {Indonesia-Semai V) Holdings Limited

Hess (Indonesia-Semai V) Limited
Hess (Indonesia-South Sesulu) Limited

Hess (Indonesia-Tanjung Aru) Limited

Hess (Indonesia-Tatihu} Holdings Limited

Hess (Indonesia-V) Holdings Limited
Hess (Indonesia~-V) Limited
Hess (Indonesia- VT) Holdings Limited
Hess (Indonesia-VI)} Limited

Hess (Indonesia-VII) Holdings Limited



Hess (Indonesia-VII) Limited

Hess (Indonesia- VIII) Holdings Limited
Hess (Indonesia-VIII) Limited

Hess (Indonesia-West Timor) Limited
Hess (Kazakhstan) Limited

Hess (Luxembourg) Exploration and Production
Holding S.a.r.l.

Hess (Malaysia-SB 302) Limited
Hess (Malaysia-SK 306) Limited

Hess (Netherlands) Exploration and Production
Holding B.V.

Hess (Netherlands) Investments B. V.

Hess (Netherlands) Oil and Gas B.V.

Hess (Netherlands) Qil and Gas Holdings C.V.
Hess (Netherlands) U.S. GOM Ventures B.V.

Hess (Netherlands) U.S. Oil and Gas Holdings B.V.

Hess (Oil & Gas) Limited

Hess (Rhourde el Rouni) Limited
Hess (Thailand) Limited

Hess (Vietnam-Block 16/1} Limited
Hess Algeria Holdings Limited

Hess Algeria Limited

Hess Asia Holdings Inc.

Hess Australia (Beetaloo) Pty Limited
Hess Australia (Drampier) Pty Limited
Hess Australia (North West Shelf) Pty Limited
Hess Australia (Offshore) Pty Limited

Hess Australia Exploration (New Ventures) Pty
Limited

Hess Australia New Ventures [imited
Hess Bakken Holdings Corporation

Hess Bakken Investments I Corporation

Hess Bakken Investments IT, L1.C

Hess Bayonne LLC

Hess Biofuels, LLC

Hess Borneo (CA1) Holdings Limited
Hess Brasil (BM-5-22) Limited

Hess Brasil Petrdleo Ltda.

Hess Brazil Holdings Limited

Hess Canada Exploration and Production ULC
Hess Canada Gas Ltd.

Hess Canada Holdings B.V.

Hess Capital Corporation S.a.r.1.

Hess Capital Limited

Hess Capital Services Corporation

Hess China Oil and Gas Limited

Hess Colombia Holdings Limited

Hess Colombia Limited

Hess Communications Corpotation

Hess Corporation

Hess Corporation of Nevada

Hess Denmark ApS

Hess Egypt Exploration Limited

Hess Egypt West Mediterranean Limited
Hess Energi ApS

Hess Energy Exploration Limited

Hess Energy Inc.

Hess Energy Incentives, LLC

Hess Energy New York Corporation

Hess Energy Power & Gas Company (UK) Limited
Hess Energy Power & (Gas Company, LLC

Hess Energy Services Company, LLC



Hess Energy Trading Company, LLC
Hess Energy Trading Company (UK) Limited
Hess Energy Trading Company International, LLC

Hess Energy Trading Company Singapore Pte. Ltd.

Hess Equatorial Guinea Holdings Limited
Hess Equatorial Guinea Inc.

Hess Equatorial Guinea Investments Limited
Hess Exploration (Bravo) Limited

Hess Exploration (Briseis) Limited

Hess Exploration {Carnarvon) Pty Limited
Hess Exploration (Chester) Limited

Hess Exploration (Glencoe) Limited

Hess Exploration (Glenloth) Limited

Hess Exploration {(Lightfinger) Limited
Hess Exploration (Makybe Diva) Limited
Hess Exploration {Mentorc) Limited

Hess Exploration (Moyet) Limited

Hess Exploration (Nimblefoot) Limited
Hess Exploration {Thailand) Co. Lid.
Hess Exploration (Toporea) Limited

Hess Exploration and Production Malaysia, B.V.
Hess Exploration Australia Pty Limited
Hess Exploration Ireland Limited

Hess Exploration Services Inc.

Hess Finance

Hess Gabon Investments Limited

Hess Ghana (Paradise) Limited

Hess Ghana Exploration Limited

Hess Global Trading Limited

Hess Holdings Algeria Limited

Hess Holdings Indonesia West Timor Limited

Hess Holdings UK Limited

Hess Indonesia (North Masela) Limited
Hess Indonesia New Ventures Limited
Hess International Holdings Corporation
Hess International Holdings Limited
Hess International Limited

Hess International Oil Corporation
Hess International Petroleum, Inc.
Hess Libya (Waha) Limited

Hess Libya Exploration Limited

Hess Libya Holdings Limited

Hess Libya Limited

Hess Lietuva Exploration, UAB

Hess Limited

Hess LLC of §t. Lucia

Hess LNG Crown Landing LLC

Hess LNG Holdings LLC

Hess LNG Limited

Hess LNG LLC

Hess LNG Trading L1LC

Hess Magreb Exploration Limited
Hess Mart, Inc.

Hess Mart of Cape Cod, LL.C

Hess Mart of Massachusetts, LLC

Hess Microgen LLC

Hess Microgen Services, Inc.

Hess Middle East Holdings Limited
Hess Middle East New Ventures Limited

Hess Namibia Corporation



Hess NEC, LLC

Hess Netherlands Partnership Holdings, LLC
Hess New Business Limited

Hess New Ventures Exploration Limited
Hess New Ventures Limited

Hess Newark, LLC

Hess Newark Plant Holdings, LL.C

Hess Nigeria Holdings Limited

Hess Nominees Limited

Hess Norge A/S

Hess Norway Holdings Limited

Hess NRS Holdings Limited

Hess NWE Holdings

Hess Offshore Response Company, LLC
Hess Ohio Developments, LLC

Hess Ohio Resources, LLC

Hess Oil & Gas Sdn Bhd

Hess Oil and Gas Holdings Inc.

Hess Oil Company of Thailand (JDA) Limited
Hess Oil Company of Thailand Ltd. Co.
Hess Oil France

Hess Oil St. Lucia Holdings, L.P.

Hess Oil St. Lucia Limited

Hess Oil St. Lucia Limited Partnership

Hess Oil St Lucia Terminal Holdings Limited
Hess Oil Trading (UK) Limited

Hess Oil Trading Limited

Hess Oil Virgin Islands Corp.

Hess Pangkah LLC

Hess Peru, Inc.

Hess Peru Holdings Limited

Hess Pine Needle Company

Hess Pipeline Corporation

Hess Production (Australia) Pty Limited
Hess Property Services Limited

Hess Qatar Exploration Limited

Hess Qatar Holdings Limited

Hess Receivables LLC

Hess Retail Services, Inc.

Hess Services UK Limited

Hess Shipping Guaranty Corporation
Hess Shipping LLC

Hess Small Business Services, LLC
Hess Trading Limited

Hess UK Investments Limited

Hess UK Limited

Hess Venezuela Limited

Hess Ventures, Inc.

Hess West Africa Holdings Limited
Hetco Advisory Services UK. Limited
HOVENSA, LLC

HOVIC Marketing Corp.

Ira S. Bushey & Sons Inc.

Jamestown Insurance Company Limited
Kingsway Oil Limited

Merit Oil of Connecticut, Inc.

Merit Qil of Delaware, Inc.

Merit Qil of Delaware, LP

Mill River Pipeline, LLC

Minos y Petroleos del Ecuador



Natuna 2 B.V.

New Zealand Exploration Limited
New Zealand Petroleum Company Litd.
Nova Technology Fund

Nuvera Fuel Cells, Inc.

Nuvera Fuel Cells Europe, S.r.L

Oil Casualty Tnsurance Limited

Oil Insurance Limited

Ontario Terminals Inc,

000 Kondurchaneft

Q00 Samarskaya Oil Company
Ovetseas Services Corporation
Petroleos Yasuni C.A.

Pine Needle LNG Company, LLC

Red Star Towing and Transportation Company
Samara Capital Corporation S.a.r.l.
Samara-Nafta Holdings Limited
Sarnara Hoeldings Limited

Samara Investments Limited

Schiehallion Oil & Gas Limited
Shannon LNG Limited

Sheridan Transportation Co.

Solar Gas Inc.

Somerset Holdings, LLC

Southland Energy Resources Ltd.
Spentonbush/Redstar Companies, Inc,
8t. Croix Petrochemical Corp.

St. Lucia International Petrol Company Limited
Tioga Gas Plant, Inc.

Tower American Cotporation

Trabant Holding International Ltd.
Triton Italy, Inc.

Weaver's Cove Energy, LLC

Weaver’s Cove Energy Holdings I, LL.C
Wilco Food Services LLC

WilcoHess LLC

Wilco Transportation

ZAQ Samara-Nafta
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HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT A-14

Exhibit A-14 “Company History”: Provide a concise description of the applicant’s
company history and principal business interests.

Response: Hess Corporation (“Hess’) is organized and existing under the General
Corporation Law of the State of Delaware. It was incorporated under the name
Amerada Hess Corporation in 1920 and was certified to do business within Ohio on
October 29, 1962. Hess’ name was changed to Hess Corporation as of its Annual
Sharcholder’s meeting held May 3, 2006.

Hess has delivered energy products since 1933, when its founder Leon Hess created
one of the Northeast’s most successful fuel oil businesses. Today, Hess is a leading
total energy provider in the Eastern United States. In addition to being the largest
supplier of fuel oil to commercial and industrial customers within its footprint, Hess
is a leading supplier of natural gas and electricity to commercial and industrial
customers in restructured states throughout the Northeast and Mid-Atlantic regions.
Hess — through its Energy Marketing Department — sells natural gas, fuel oil,
gasoline and electricity to tens of thousands of customers. Today, Hess is a $42
billion energy company.

Along with Hess’ many years of experience, strength and growth, it is an innovative
leader in providing a successful range of electric products and services including
fixed-price and variable-price offerings, and a “green suite” of products that
includes Hess Renewable (renewable energy), Hess Demand Response (demand
response) and Hess C-Neutral (carbon reduction) products.

Hess Small Business Services, LLC (“HSBS”), a wholly-owned subsidiary of Hess
Corporation, was formerly Stuyvesant Energy, LLC prior to its acquisition by Hess
Corporation on November 1, 2008, At the time of its acquisition by Hess,
Stuyvesant was a licensed gas supplier in New York and New Jersey.

HSBS is currently a licensed electric supplier in New York, New Jersey and
Pennsylvania and a licensed gas supplier in New York, New Jersey Ohio with a
license application pending in Pennsylvania, serving approximately 3,000 customers
within this geographic footprint.
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HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT A-15

Exhibit A-15 “Articles of Incorporation and Bylaws”: If applicable, provide the
articles of incorporation filed with the state or jurisdiction in which the applicant is
incorporated and any amendments thereto.

Response: Please see Hess Small Business Services, LLC’s (formerly Stuyvesant
Energy, LLC’s) (“HSBS”) Articles of Organization and HSBS’s corporate parent
Hess Corporation’s (“Hess”) Articles of Incorporation and By-Laws, including all
amendments thereto, all filed in the State of Delaware, which is the state in which
Hess is incorporated.



ARTICLES OF ORGANIZATION
oF
STUYVESANT ENERGY L.1.C.
Uader Ssetion 203 of the Limlisd Lishiity Company Law

mmmamm-mmpmﬂnmwmmum

Aud acting as the organizser of the limited Habilty company (the “cempany™) hertby being
farmed uader Section 203 of the Linsted Lishility Coczpany Law of the State of New York
certifies that: .

FIRST;  Thensme of the limitod Uabllity cocapasy In:
STUYVERANT ENERGY L.L.C.
SECOND:  The purpess of the Kuited Kability compavy ist

T sugngs ia sny lawlnl set or activity for which limtiad Nability
ummnomwmnm

LHIRD:  The tounty within the Stais of New York in wiitek the offiee of the
Nunited Babillly company ks to ba koestad Is Wesichester.

. FOURYS: The latest dnte on which fho Hmided lnhility corrpany may disolre s

FIFIH:  TheSecrstary of Biute is desiguated a3 tho ageat of the Company
upan whez proosss agaisat the Company oy be served. The port offics address to which
the Secratary of Sinte absll mafl a copy of any process served spon the Compuny is:  §42
Southern Blvd,, Bronx, N.Y, 10458,

m.; The Coumpany ia to be sisoaged by aow ar more Mambers,

) . ‘The Compapy shef) have the power to indemnity, umhnuu
pmnlﬂul byﬂul-bCL.u amended from Hoe i me, all persops whom lthpemlﬂnlh
indoopily pursesnt therete.

mm'rﬂmwmm.m

hmlﬂ?mwcﬁwﬁmuﬁr

Dutsd; Naw Rachelle, New York
, Novomber 14, 1997
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' AMERADA HESS CORPORATION

RESTATED CERTIFICATE
‘ OF
~ INCORPORATION

AMERADA HESS-CORPORATION, & corporation organized and existing under and by virtue of
the General Corporation Law of the Swme of Delaware, was incorporated under the name

Amerada Corporation. Its original Certificate of Inaorponmon was filed with the Sccrctary of
State of Delaware on Fc‘nruary 7, 1820

This Restated Certificate of lncorpurannn was duly adopted by the Corporation’s Board of
Directors in accordance with the provisions of Section 245 of the General Corporation Law of
the State of Delaware and only restates and integrates and does not farther amend the provisions
of the Corporation's Restated Centificate of Incorporation, es berztofore amended or supple-

mented. and there is no discrepancy betwesn those provxsmns and the provisions of this
‘Restated Certificare.of Incorporation.

The text of the Restated Certificate of Incurpomtmn as heretofore amcndn:d or supple-

mented is hereby restated without further amendments ar changes to read as hersin s=t forth in
full:

FIRST: The name of the Corporation is

AMERADA HESS CORPORATION,

SECOND: The Carporation's registered office in the State of Delaware is located at No.
1209 Orange Street, in the City of Wilmington, County of New Castle. The name of its regis-
“1ered agen! a1 such address is The Corperation Trust Company.

THIRD: The purpose for which the Corporation is formed is 1b engage in any lawful ac or

activity for which corporations may be organized under the Genera) Corporamm Law of
Delaware,

FOURTH: The tota! number of shares of all classes of stock which the Comoration shall
have zuthority 10 issue 13 220.000,000 shares, of which 20,000,000 shares shall be shares of

Preferred Stock. of the par value of §1 per share (“Preferred Stock™), and 200,000,000 shares
shall be shares of Common Stock. of the par value of 3] per share (“Common Stock”).

The designations and the powers, preferencss and rights, and the qualifications, irnitations
or restrictions thereof, of each. class of stock of the Corporation which are fixed by this Restated
Certificate of Incorporation, and the express grant of authority to the Board of Direciors of the

-Corporation 10 fix by resolution ar resolutions the degignations and the powers, preferences and
rights of each such class, and the qualifications, limitations or restrictions thareof, are as foliows:



SecTioN ]

PREFERRED STOCK
A THE PREFERRED STOCH AS A CLASS

. General. Shares of Preferred. Stock may be issued from time to vime in one or mor
sencs. prov:dcd for herein or by the Board of Directors as permitted hereby. Each seriss shalthe
s0 designated as to distinguish the shares thereof from the shares of all other series. All shares of
Preferred Stock shall be identical. except in respect of the pardentars fixed herein for the series
provided for herzin znd the paniculars ixed by the Boerd of Dirtetors for series provided forby
the Board of Directors as permitted hereby, All shares of any one series shall be identical in all
respects with ali the other sharzs of such-series, except that if the shares of such series are envitled

10 cumuigtive dividends, such shares issued at different times may differ as 10 the dates from
~ which dividends shall be cumularive,

Dividends. The holders of the Preferred Stock of each series shall be entitied to receive,
whcn and as declared by the Board of Directors, out of funds lcga.lly avaiiable for that purpose,
dividends (if any} a1 such rates as shall be ﬁx:d for such sexiss herein or by the Board of
Direciors &s permitied hereby, as the case may be, payzble a1 such time or 1imes as shall be fixed
for such series hereip or by the Board of Dirccturs as permitied hereby to stockholders of record
on the respective record dates, not more than sixty nor less than ten days preceding such time or

tirnes, fixed for 1hat purpose by the Board of Directors. Accumulations of dividends shall not
bear interesi.

3. Redemption.

(a) Right 1o Redeem and Price. The Corporation at the option of the Board of Directors
may redeem the whole or any par of the sharss of Preferrad Stock of any series at such time or
1mes [if any) and a1 such price or prices {if any) as are provided for herein or by the Board of .
Directors as permitted hereby. as the case may be, for such series plus, in each case, an amount
egual 10 all dividends (if any) accrued and unpaid on the shares of such series 50 10 be redeemed
10 and including the date fixed for redemption (the total sum so payable per share on any such
redempiion being herein referred to as the “R:dcmpnon Price” and the date fixed for redemp-
tion being herein referred 1o as the “Redemption Date™), provided, however, that the foregoing
option to redeem a part of the shares of Preferred Swock of any series, otherwise than by 2
redemption pro tawa among the holders of all shares of such series, may be exercised only if
dividends payable for all past quarterly dividend periods on all ousstanding shares of such series
have been paid, or declared and g2t apart for payment, in full. If fewer than all outstandmg
shares of any séries of Preferred Swock are to be redeewned, the shares of such series 10 be

redeerned shall be chosen by lot or pro Tata in such manner as the Board of Directors may
determine.

(b} Notice and Effect of Deposil of Redemption Funds, Notice of every such redemption
shal be mailed 1o the holders of record of the shares of Preferred Stoack o to be redesmed at
iheir respective addresses as the same shall appear on the books of the Corporation. Sach notice

shall be mailed not less than thirty nor more than sixty days in advanoc of the Redemplion Datc
1o the hoiders of record of shares so 10 be redeemed,

If, on the Redemption Daie, the funds necessary for such rcdcmption shall have besn sel
aside by the Corporation, separate and apart from its other funds, in trust for the pro rata benefit
_ of the holders of the shares 5o called for redemption, then, nowwithstanding that any certificates

for shares of Preferred Stock so calied for redempiion shall not have been surrendered for
cancellation, after the Redemption Date the fight to receive dividends thereon shall cease 1o
accrue and all rights of the hoiders of the shares of Preferred Stock so called for redemption shall
forthwith. after the Redemption Date. ccase and terminate, excepting only the right of such

2



hotders 10 receive the Redemption Price for such shares but withow interest, and such shares
shall no longer be deemed omstanding. Any funds so set aside by the Corporation and
unclaimed at the end of six years from the Redemption Date shall revert 10 the general funds of
the Corporation, afier which reversion the holders of such shares so called for redemption shall
ook only 10 the Corporstion for payment of the Redemption Price, ‘

1{. on or afier the giving of such notice bt before the Redemption Date, the Corparation
shali deposit with any transfer agent for such shares of Preferyed Stack. in trust 1o be applied 10
1he redemption of the shares of Preferred Siock so called for redemption, the funds necessary for
such redemption, then, afier the date of such deposit, all rights of the holders of the shares of
Preferred Siock so calied for redemption shalf forthwith, afier the daie of such deposil. cease and
lerminate (excepting only the right of such holders 1o receive the Redemption Price thersfor but
without interest and the right to sxercise on or before the close of business on the third business
day prior to the Redemption Daie any conversion privilege not theretofore expired). 2nd such
shares will nou. afier the date of such deposit, be deemed outstanding. Any funds so deposited
which shall not be required for such redemption because of the exercise of any such right of
conversion subsequent to the making of such deposit shall be returned to the Corporation. In
tase the holders of shares of Preferred Stock so calied for redempiion shall not, at the end of six
vears from the Redemption Date, have claimed any funds so deposited, such transfer agent shall
_ thereupon pay over to the Corporation such unclaimed fends, and such transfsr agsnt shall

thereafier be relieved of all responsibility in respect thersof 10 such hoiders and such holders
shall Jook only 10 the Corporation for payment of the Redemption Price.

(¢} Swatus of Reacquired Shares, Shases of any seties of Preferred Stock which have besn
redeerned {whether throngh the operation of a sinking fund ar otherwise) or purchased by the
Corporation, or which, if convertible, have been converied into shares of stock of the Corpora-
tion of sny other class or classes, shall, upon appropriate filing and recording 10 the exient
required by law, have the status of anthorized and unissued shares of Preferred Stock and may be

reissued as a part of any senes of Preferred Stock provided for hersin aor by the Board of
Dirsctors as permitied hereby.

B, PREFERRED STOCK. $3.50 CUMULATIVE CONVERTIBLE SERIES,

 There is hereby created 2 series of the Preferred Stock the designation, the number of shares
and the 1erms and provisions of which {except as heretofore set forth herein) are as follows:

1. Designation of Series and Number of Shares. This series of the Preferred Stock shall be
designated “Preferred Stock, §3.50 Cumulative Convertible Series™ (the *33.50 Cumulative Pre-
Jerred”?, 10 consist of 12,000,000 shares. The Board of Directors is hereby anthorized by resolu-
1ion, 10 increase or decrease’ {(but not below 1he number of shares thereof then owstanding) the
number of shares of the £3.50 Cumuistive Preferrad,

2. Dividends. The holders of shares of the §2.50 Cumulative Preferred shall be entitled to

receive cumulative dividends at the rate of $3.50 per share per annum in cash, and no more,
except 1o the extent otherwise permitied by Paragraph 7 of this Subsection B, payable gquartetiy
on 1he last days of January, April, July and October in each year. Such dividends shall acerue
and become cumulative, whether or not eamned ardestared . as to all shares of the £3.50 Cumula-
tive Preferred issued on the date of the filing under the laws of Delaware of the Agreement and
Plan of Merger dated as of January 15, 1969 between the Corporation and Hess Qil & Chemical
Corporation, from June 28, 1969, and, 25 10 cach share of the $3.50 Cumulative Preferred isened
thereafier. from such date as shall make the dividend rights of such share the same as the
dividend rights per share of the then outstanding shares of the $3.50 Cumulative Preferred.

Except as to dividends permitied by Paragraph 7 of this Subsection B, in case dividends for
any quarierty dividend period on ali shares of the $3.50 Cumulative Preferred and all shares of

3



2}l orher series of the Preferred Siock Tanking on 2 parity with the $3.50 Cumutative Preferredas
10 dividends are not paxd in full. gll shares of the $3.50 Cumuiative Preferred and of all such
other series shall participste ratebly in the payment of dividends for such period in proportionio
the full amounts of dividends for such period to which they are respectively entilecl. provided.
hawever, that no dividend shall be paid on any such other seriess for any dividend period umil

dividends payable on the §3.30 Cumulauvc Preferred for all dividend periods prior to the it

dividznd p:l‘lbd of any such othcr series shall have been paid, or declared and sel apart for
payment, in full,

“So long as any shares of the §3. 50 Cumulative Preferred are uu'mandlng, the Corpuralwn
-shall not declare and pay or se| apart for payment any dividends or make any other distribution
on junior siock (being Common Stock or other stock of the Corporation rankmg Jumcr 10 the
Preferred Stock as o dividends) and shall not redeem (whether through the operatios of 2
sinking fund or oiherwise), purchese or otherwise acquire, or permit any subsidiary 10 purchase
or otherwise acquire, any shares of such junior siock, if at'the time of making such declarztion,
payment, distribution, redemption, purchese or acquisition the Corpomnon shall be in default
with respect 10 any dividend payable on, or any obligation to retire, shares of the $3.50 Cumnala-
tive Preferred (provided, however, that, notwithstanding the for:gumg, the Corporation may al
any time redeem, purchase or otherwise acquire shares of such junior stock in exchange for, or
" gul of the net proceeds from the substantially concurrent sale or other issue of, other shares of
such junior stock), and the Corporation shall not redesm (whether through the operation of 2
sinking fund or mhcrwme:) purchase or otherwise acquire, or permit any subsidiary 1o purchase
or oiherwise acquire, any shares of dny series of the Preferred Swock, or any other class of stock of
. the Corpurauonf ranking as-to dividends on 2 parity wn.h the $3.50 Cumuletive Preferred. if at
the tim# of making such redemption, purchase or-acquisition the Corperation shall be in default
with respect 10 any dividend payabie on, or any obligation 1o retire, shares of the $3.50 Cumubs-
tive Preferred (provided, however, that, notwithstanding the fon:gomg, the Corporauon may al
any time redeem, purchase or otherwise acguire shares of such-series or class in exchange for, or

out of the net proceeds from the substantially concurrent sale ar other istus of other shares of
such series or class).

3. Redemption, The shares of the §3.50 Cumulative Preferred may not be redecmed
befare june 20. 1974, On and after that date, such shares may be redeemed at 3150 per share

plus an amount equal 1o all acerued and unpaid dwad:nds thereon 1o and including the Redemp-
tion Date,

4, Liqu:’dmion. in the event of any voluntary or \invoiunmry dissolutinm Iiguidation or
winding up of the affairs of the Corporation. after payment or provision for payment of the debis
and other liabiliies of the Corporation and 2ll amounts due in such event on any class or series
of s1ork of 1the Corporation ranking prior 1o the $3.50 Cumulative Preferred upon liguidation,
the holders of the $3.50 Cumulative Preferred shall be entitled to receive, from the net assets of
the Corporation (a} upon volunary dissolution, liquidation or winding up of the affairs of the
Corporation, 3150 per share: or (b) upon involuntary dissoimion, liquidsion or winding up of
the affairs of the Corporation, $100 per share, plus in cither event an amount equal to all
- dividends accrued and unpaid an such share up 10 and including the date fixed for distribution,
_and no more, before any distribution shali be made 10 the holders of the Common Stock or other

stock of the Corporation ranking junior 1o the Praferred Stock upon liquidation, provided that
the right of the holders of the $3.50 Cumutaive Preferréd so to receive such amounts in any such
event shall not consitule any restriction on the right; power or authority of the Board of Direr-

1ors of the Corporation to declare and pay-dividends or make any other distribuvion on the
sharcs of the capital siock .of the Corporation.

1f upon any such dissolution. liquidation or winding up of the zffairs of the Corporancn its
- net assels shall be insufficient 10 permit the paymem in full of the respective amounts 1o which
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" the holders of all omsiending sharss of the $3.50 Cumuiative Preferred and all ouisianding

sharss of stock of the Corporation ranking on & parity upon lguidation with the $3.50 Cumule-
tive Preferred: upon such dissolutiorn, liquidation or winding up are emitled in such event. the
entire remaining net assets of the Corporation shall be distributed among the holders of the
$3.50 Cumulaiive Preferred and such other s1ock in amounts proponionate 1o the full amounu
1o which they are respectively so entitled.

Nefther the merger nor consolidation of the Corporation, nor the sale, la2se or convevance
of all or a part of its assets, shall be deemed to be 2 voluntary or invaluntary liquidation,

dissolptien or winding up of the aﬁ‘am: of the Corporation wnhm ﬁze m;:amng of this Pane-
graph 4.

3, ¥oiing Rights.

{a) General. The holders of shares of the §3.50 Cumulauve Preferred shall be ::nmh:d 1
" one vote for each share of the £3.50 Cumulative Preferred standing in their names on the books

of the Corporation in the election of directors and on any question arising a1 any meeting of
stockholders of the Corpumnun at which the holders of shares of the Common Stock or other
“stock of the Corporation into which shares of the $3.50 Cumulative Preferred Stock are at the
time convertible have the right 1o voie; except that, whenever the conversion ratio of the §3.50
Curmulative Preferred is adjusied as hereinafter in Paragraph 6 provided; the number of vous
per-share of the $3.50 Cumulative Preferred shall be increased or decreased by the proportion
that the total nummber of voics 10 which the aggregate of the shares of Common Stock outstanding
immediately prior 1o the ecvent which caused such adjustment s emtitled is increased or
decreased by such event; provided that (i) the number of voies per share shall in no avent be
decreased 10 less than one, (ii) no fractional voie shall rasult from any such increass or decreass,
{ii3} if the number resulting from any such increase or decresse includes & fraction which is one-
half or more, the number of voies per share resuiting from such increase or decrease shall include
one vote for such fraction, (iv) if the number resulting from any such increase or decrease
inchudes 2 fmcuun which is less than one-half, no vote shall be included for such fraction in the
number of votes per share resulting from such increase or decrease (nnless the number of votes
per share would be decreased 10 less than one), and (v) at the time of any adjustment io the
conversion ratig, all previous increases and decreases in the number of votes per share effected
pursuant 1o the foregoing shall be disregarded, and the increase or decrease, if any, 1o be effected
a5 a resull of such adjustment shal] be calculaied as if the events which caused all such previous
increases and decreases occurred at the same time as the event which caused such adjusiment,
The holders of the $3.50 Cumulative Preferred and the Commeon Stock shall at all times vore,
except 2s otherwise provided herein or required by law, together as one class, together with the

hoiders of any other series or class of stock of the Corparation actorded the night 1o vote with the
Commen Stock together as one class.

(b) Speciaf As Clazs, (i) 5o long as any shares of the 33.50 Cumularive Preferred are oul-
sianding. the Corporation shall not, without the affirmative vore at a duly authorized meeting or
writien consent of the holders of at jeast two~thirds of the aggregate number of shares at the time
oustanding of the $3.50 Cumnulative Preferred and any other series of Preferred Stock accorded

such clags voung right, voling or consenting. as the case may be, separatwely as a class without
regard 10 series,

(A) create, or increase the authorized number of shares of, any class of stock ranking,
either as 10 dividends or upon liguidation, prior 10 the Preferred Stock: or

(B) alter or change any of the provisions common 1o the $3.50 Cumnuiative Preferred
- and 10 one or more other ouistanding senes of Preferrsd Stock accorded such class voting
right so as adversziy 10 affect the preferences, special rights or powers given 10 the $§3.50
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Cumnuiative Preferred and such other seriss of Preferred Stock, but nothing in this subdivi-
sion (B} contained shall require such a class vole or consen: in connection with any increase
in the toral number of authorized shares of Preferred Stock or the authorization or increase

of any class of stock ranking, =ither 2s 10 dividends or upon liguidation, on 2 parity with the
Preferred Stock, or

(C) consolidate with or merge into, or sell or transfer all or substantially all its propeny
and assels 1o, another corporation unless the corporation resulting from such consolidation
or merger or to which such saie or transfer is made will have no authorized or omtstanding

stock -ranking, either Bs 10 dgividends or upon liguidation, prior w the stock which the
holders of the Preferred Stock receive in such event, '

{ii) So long as any shares of the £3.50 Cumulative Preferred are outstanding, the Corpors-
tion shali not, without the afirmative vote at 2 duly authorized meeting or writien consent of the
holders of at least a majority of the shares at the time outstanding of the $3.50 Cumulative
Preferred and any other series of Preferred Stack accorded such class vming right, voung of
consenting, Bs the case may be, separately 25 a class without regard 10 senies, create, orincrease
the tots] number of suthorized shares of, any cless of stock ranking, either as 1o dividends or
upon liguidation, on & parity with the Preferred Stock.

(¢) Special as Series. So long &5 any shares of the $3.50 Cumulasive Preferred are outstand-
ing, the Corporation shall not, without the afirmative vote at 2 ‘duly authorized meeting or
written consent of the holders of at least two-thirds of the aggregate number of shares of the
$3.50 Cumuiative Preferred a1 the uime outstanding, voting or consenting, a5 the case may be,
separately a5 a series, (i) create, or increase the authorized number of shares of, any series of the
Preferred Stock ranking, cither as to dividends or upon liguidation, prior 10 the $3.50 Cumuls-
1ive Preferred, (11) ahier or change any of the provisions of the $3.50 Cumulative Preferred, or -
any of the provisions of any other series, 50 a5 martrielly and adversely 1o affect the preferences,
- special rights or powers given to the $3.50 Cumulative Preferred; provided, however, that where

“any such alteration or change affects one or more other series of Preferrsd Stock then outstand-
ing in the same manner, the voting right shall be as set forth in subparagraph (b) of this Para-
graph § or (ili) consolidate with or merge into, or sell or transfer all or substannally al} is
property and assels 10, another corporation uniess provision shall be mads, as 2 part of the terms
of such consolidation, merger, sale or iransfer, whereby the bolders of shares of the $3.50 Cume-
lative Preferrad uutsmndmg, immediately prior to such event shall be entitied to receive, on the
happemng of such event, in exchange for each such share so held by them, 2 security of the
corporation resulting from such consolidation of merger or 1o which such sale or transfer shall be
made. having dividend, voiing and conversion rights and righis upon liguidation and redemp-

tion substantially equivalen! 10 such righis as pmvndcd herein for shares of the $3.50 Cumulative
Preferred.

(d} Right 1o Elect Directors, 1f and whenever dividends payable on the Preferred Stock
shal} be in default in an aggrepale amoun! equivalent 1o six fuli quarterly dividends op all shares
of the Preferred Stock at the rime outstanding, the number of directors constituting the Board of
Directors shall be increased by two and the holders of the Preferred Stock shall have, in addition
10 any other voting rights, the exclusive and special right, voting separately as a class without
regard 10 sertes, 10 elect two persans 1o fll such directorships, Whenever such righ shall have
vesied. it shal] be exercised initially at the next following slection of directors by the stockholders
and shall continue unil the dividends in default on the Preferred Stock shall have been paid in
full or funds sufficient therefor set aside, and, when such dividends are paid or provided for, such

right shall terminate, subject 10 revnsnng inthe event of each and every snbsaqucnl default in an
aggragaie amount equivalent to six full guanerly dividends,
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Al any meering held for the slection of dirertors  at which the hotders of shares of Preferred
Stock shall have the right, voting s & class. 10 elect direciors as hersin provided, the presence, in
person of by proxy. of the holders of one-third of the number of shares of Praferred Stock 2t 1he
time oumtanding shall be reguired 1o constine a guorum of such cless for the slection of any
director by the nolders of soch tlass. Al any such meetinp or adjonmmment thereof, (i) the
absence of & guorurm of Preferred Stock shall not prevent the elettion of direciors Other than
1hose 1o be elecied by the holders of shares of Preferred Stock voting 25 a class and the absence of
& quorutn for the eiection of such other divectors shall not prevent the slection of the direciors 16
be elected by holders of shares of Preferred Stock voting as 2 class, and (i) in the absence of
sither or both such guotums, 2 majority of the halders present in person or by proxy of the stack
or siocks which lack a quorum shall have power 10 adjourn the mesting for the election of
directors which they are entitled o elect from time to time, without notice other than manounce-
ment at-the meeting, until a quorem shall be present. The directors elected pursuant to this
subparagraph {d) shall serve until the next annuzel meeting or untl their respective  SuccEessors
shall be elected and shall qualify, provided, however, that when the rght of the holders of the
Praferred Stock to elect direciors as herein provided shall terminate, the terms of office of all
persons so siccied by the holders of the Preferred Stock shall terminate, and the number of
directors of the Corporation shall thereupon be such pumber as may be provided for in the by-
laws of the Corporation irrespective of any increase made pursusnt to this subparagraph (d).
During any period in which the holders of shares of Preferred Stock have the right to elect
directors as provided for herzin, any vacanCy in the directors elecied by the holders of the

Preferred Stoek shall be filled by the vote of the remaining director theretofore elected by the
holders of the Preferred Stock.

6. Conversion Righis.

(&} Original Conversion Price. Subject 1o the provisions for adjustments hercinafter sot
forth, shares of the §3.50 Cumulative Preferred shail be convertible at the oprion of the bolder
thereof, at any time on or after June 20, 1970 upon surrender to any transfer agent for the $3.50
Cumutative Preferred of the cenificate or certificates evidencing the shares so 10 be convened,
into fully paid and nonassegsable shares of Common Stock of the Corporation at the rate of 2.2
shares of Common Stock for each share of the $3.50 Cumulative Preferred so surrendered for
conversion. The right 1o convert shares of the §3.50 Cumulative Preferred caljed for redemption
shall terminate at the close of business on the third business day prier 1o the Redempition Daie.,

Upcn conversion, no peyment or adjustment shall be made for dividends on the shares of the
§3.50 Cumutative Preferred so converted.

' (b) Adjustment gf Conversion Ratio. The number of shares of Common Stock into which

each share of the $3.50 Cumulative Preferred is convertible shall be subject to adjustment from
time 10 time only as joliows:

(i} In case the Corporation shall (A) take a record of the holders of the Common Stock for
the purpose of enlitling them 10 receive 2 dividend or other distribution payable in shares of
stock of the Corporation of any class or series, (B) subdivide its oustanding shares of Common
Stock. (C) combine its outstanding shares of Comemon Stock inio 2 smaller number of shares ar
(D) issue by reclassification of its Common Stock any shares of the Corporation of any ciass or
series, the holder of each share of the §3.50 Cumulative Preferred shall thareafter be entitled io
receive, upon the conversion of such share, the number of shares of siock of the Corporation
which he would have owned or have been entitled 10 receive after the happening of any of the
events described above had such share of the $3.50 Cumulative Preferred held by him beep
converied immediately prior 1o the happening of such event, such adjustment 1o become efiee-
tive immediately after the opening of business on the day following such record date or the day
upon which suth subdivision, combination or reclassification becomss effeciive, a5 the case may
be, provided. however, that no such zdjustment shall be made in case the Corporavion: shall ) at
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any 1ime during the period prior to the date set forth in subparagraph (2) of this Paragraph 6 (but
not more than once in such period) or (ii) at any 1ime in any cajlendar v=ar (bu1 not more than
once in such calendar yzar) take a record of the holders of the Commor Stock for the purpose of
entitling them to receive a dividend payable in shares of Common Stock of the Corporation.
unless such. dividend exceeds 2/4% of the number of shares of Common Stock outstanding an the
_date such racord i5 taken, in which case such adjustmem shall be made but only on the basis of

the amount by which the dividend =xceeds 2%% of such number of shares of Cnmmon Siock
oustanding.

When the Comamsen takes a record.of the holders of the Common Stock for the punmse: of
entitling them 1o reczive a dividend or other distribution payable in shares of stock of the
Corporation for which an adjusiment is required pursuant 10 the pre:ccdmg paragraph, the Cor-
poration may in the discretion of the Board of Directors at the same time take a record of the
hotders of the $3.50 Comulative Preferred for the purposs of emtitling them 10 receive a dividend-
or ather distribution payable in such shares of stock of the Corporation in an amaount thereof per
share equal 1o the amount thereof which the holder of a share of the $3.50 Cumulative Preferred
would have been entitled 10 receive had the share held by him been convened immediately prior
10 such taking of a record of the holders of the Comron Stock, and, in such event, no adjustment
shall be made in the conversion ratio of the $3.50 Cumulative Preferred,

For the purposes of this subparagraph (b}, the term “Common Stock™ means the Comnon

otk and any other stock of the Corporation resulting from 2 reclassificarion of the Common
Siock or any sich other swock,

(i1) No fractional share of stock of the Corporation shall be issued upon any conversion but,
in liew of the issuance of the fraction of a share 1o which the holder would otberwise have been
eatitied. there shall be paid 10 the holder of the shares of the $3.50 Cumulative Preferred sur-
rendered for conversion, as scon as practicable afier the date such shares are surrendered for
conversion. an amount in cash efjual 1o the same fraction of the market value of a full share of
the stock 10 be received upon the conversion, untess the Board of Diretiors shall determine 10
adjust fractional shares by the issue of fractional scrip centificates br in some other manner. For
such purpose. the market vaiuz of the stock to be recsived upon the conversion shall be the last
sales price thereof, regular way on the New York Siock Exchange. on the business day immedi-
ately preceding the date upon which the shares of the §3.50 Cumulmive Preferred are sur-
rendered for conversion. or, in case no such sale takes place on such day, the average of the
cosing bid and asked prices thersaf, regultar way on such Exchangs on such day. If shares of the
stock 10 be received upon copversion are not then listed on the New York Stock Exchange, such
market value shafl be deterrnined in the manner fixed by the Board of Direcioss.

{111} No adjustment in the number of sharss inwe which zach share of the $3.50 Cumulative
Preferred is convertible shall be required uniess such adjusimem would require an increase or
decrease of ai lzast 1/100th of & share in the number of shares inio which such share is then
convertible: provided, however. that any adjusimems which by reason of this subdivision are not

required 10 be rmade shall be carried forward and taken imo account in any subsequsnt
adjusiment,

{iv) Whenever any adjustment is reguired in the shares into which each share of the §3.50
Cumulative Preferred is conveniible, the Corporation shall forthwith (A) file with the transfer
agent or ransfer agents for the shares of 1the $3.50 Cumulative Preferred a statemem describing
tn reasonzble detail the adjustment and the method of calculation used and (B) cause a copy of
such notice 10 be mailed 10 the holders of record of the shares of the $3.50 Cumulative Preferred.

{t) Reservation of Siock for Conversions. The Corporation shalt at gl times r&scrv: and
keep available out of its suthorized bwl unissued shares the full number of shares into which all
shares of the $3.50 Cumulative Preferred from time 1o time outstanding are converiible, but
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shares heid in the treasury of the Corporation may be delivered. in the Cnrpommn s discralion,
upon anv conversion of shares-of the $3.50 Cumnlarive Preferred.

{(d) Issue Taxes. The Corporation will pay any and all issue and other taxes that may bt
navable in respect of any issue of shares on conversion of shares of the $3.50 Cumularive Pre-
ferred pursuant hereto. The Corporztion shall not, however, be required 10 pay any 1ax which
may be pavable in respect of any rransfer involved in such igsue of shares in a name other than
thatl in which the shares 50 converted were registered, and no such issue shall be made uniess and
until the person requesting such issue has paid to the Corporation 1he amount of any such tax. or
has established. 1o the satisfaction of the Corporation. that such tax has been paid.

7. Dividends in Securities or Other Froperty. In the svent the Corporation shall pay on any
stock of the Corporation inw which shares of the $3.50 Cumulative Preferred are at the time
convertible, any dividend or other distribution consisting of securities of any corporation other
than ihe Corporation, any evidences of indebtedness of the Corporation or any other assen
(other than dividends and distributions in cash or shares of stock of the Corporation), it shall on
the same date pay. on the shares of the $3.50 Cumulative Preferred, a dividend or distribution
consisting of such securities, evidences of indebtedness or other assets in an amount per share’
equal 10 the amount thereof which the holder of a shars of the £3.50 Cumulative Preferred would
have been entitled to raceive had the share held by him been convenied immediately prior 1o the
waking of a record of the holders of such siock of the Corporation for the purpose of entitling
them to receive such dividend or distribution, such dividend or distribution on the shares of the
$3.50 Cumulative Preferred to be payable 1o the holders of shares of the $3.50 Cumulmive
Preferred whe are holders of record on the books of the Corporation on the same date as is used

for the taking of & record of the holders of such stock of the Corporarion for such dividend or
distribution.

- 8. Offers of Securities. 1n the event the Corporation shall offer 1o sell (by issue of warrants,
rights or optiony or otherwise) securities of the: Corpomuon or of any other corporation 10 the
holders of shares of apy Stock of the Carporation into which shares of the $3.50 Cumulative
Preferred are a1 the time convertible, the Corporation shall make the same offer 1o the hoiders of
shares of the $3.50 Cumulative Preferred, giving wo each such holder of the $3.50 Cumulative
Preferved the right 1o puschase ay the offer price the amount of such securities which such holder
would have been entitled to purchase had he converted each share of the $3.50 Cumulative
Preferred held by him immediately prior to the taking of a record of the hotders of such stock of
the Corporation for the purpese of entitling them to receive such offer, such offer 1o the holders
of sharss of the $3,50 Curnulative Preferred (o be made 1o the holders of shares of the $3.50
Cumulative Preferred whe are holders of record on the books of the Corporation on the same

date as is used for the 1aking of 2 record of the holders of such stock of the Corporation for such
offer. :

9. Restriction on and Notice of Dividends. Until such 1ime as shares of the $3.50 Cumula-
tive Preferred shall be convertible at the option of the holders thereof as herein provided, the
C nrpormi_tm shall pay no cash dividend nor make any other cash distribution on the Common
Swo¢k in excess of guarterly dividends at the guanerly rate of 7% cents per share, with the first
such dividend 10 be paid afier the date of the filing under the Jaws of Delaware of the Agreement
and Plan of Merger dated as of January 15, 1969 between the Corporation and Bess Oil &
Chemical Corporation 10 be calculated 2s 10 amount and date of payment from the last date
prior 1o such date of filing on which 2 dividend was paid on the Common Stock of Hess Oil &
Chemical Corporation.  Afier such time as shares of the $3.50 Cumuilative Preferred shall be
convertible a1 the option of the holder thersof as herein provided. and so long a5 any such shares
remain ouwistanding. in the event the Corporation shall declare (i) any dividend or other distribu-
1ion payable in shares of sipck of the Corporation or {ii) any cash dividend or other cash disiri-
bution per share on the Common S1ock inexcess of 120% of the average of the cash dividends
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ang other cash disiributions per share ob tht Common Stock for the four calendar guaners next
prereding the calender quarter in which such declaration occurs, then, and inany such svent, the
Corporation shall mail 10 sach bolder of 1he $3.50 Cumulative Preferred at the address of each
such holder shown in the stogk records of the Corporation 2 notice sumng the day on which the
books of the Corparation shall clase, or 5 record shall be 1aken, for such dividend or distribution
and the amount and character of such dividend or distribution. Such notice shall be mailed at
least 20 days in advance of such day thersin specified.

in applying the provisions of this Paragraph 9 at any time afierthe Common Siwock shall
“have been split-up or.combined or afier the Corporation shall have taken & record of the holders -
of the Common Stock for the purpase of entitling them 1o recsive 2 dividend or other distribe-
116n pavable in shares of stock of the Corporation of any class or series (other than a dividend
pavable in shares of Commoan Stack for which no adjustment is required 10 be made pursuant to
suhparagmph (o) of Paragraph 6 of this Subsection B), refersnces to “7% cents per share™ and
“cagh dividends and distributions”™ shell be appropriately adjusted 1o reflect any such event, and
for purposes of this Paragraph 9, the term “Common Stock™ means the Common Stock and any

other stock of the Corporation resulting from a reclassification of the Common Stock or any such
other stock. :

C. ADDITONAL SERIES OF PREFERRED STOCK.

Authority is hereby expressiy granted to the Board of Directors to create and provide for the
issue of additional series of the Preferred Stock from time 10 time by resoiution or reselutions,
and, in connection with the creation of each such series, 1o fix, by the resolution or resolutions
providing for the creation and issue of shares of such series, the following provisions of the

shares of such series, so far as not inconsistent with the provisions of this Article FOUuRTH
appiicable to all series of Preferred Swock:

1. The designation of such series and the number of shares which shall constitute such
series;

2, The provisions, if any, for dividends on shares of such series, and, if provisions ar
made for dividends, the dividend rate and the virnes at which holdars of shares of such series
shall be entitied 1o recetve the dividends, whether the dividends shall be cumulative, and, if

" so, from which date or dates, and the other conditions, if any, including rights of priority, if
any, on which the dividends shall be paid, provided, that the dividend payment dates for
shares of any series ranking as to dividends on a parity with the shares of any other series
shall be the same as the dividend payment dates for such other series;

3. The provisions, if any, for the redemption ot purchase of shares of such series, and, if
provisiens are made for redemption. the time or times and the pnce or prices at which the
shares of such series shall be subject 10 redemption in whole or in part, and the other terms
and conditions, if any, on which shares of such series may be redesmed or purchased;

4. The rights, if any, to which holders of the shares of such series shall be entitied in the

event of any voluniary or involuntary dissolution, liquidation or winding up of the affairs of
the Corparadion;

5. The sinking fund or purchase fund provisions, if any, for the redemption or purchase

of shares of such series and, if avy such fund is so provided for the benefit of such shares, the
amount of such fund and the manner of its application;

6. The extent of the voting powers, if any, of the shares of such series;

7. Whether or nat the shares of such series shall be convertible into, or exchangeahie for,
shares of any other class or classes of stock. or of any series thereof, of the Corporation, and,
if so convertibie or exchangeable, the conversion or exchange price or prices or rates, the
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adjustments thereof and the other terms and conditions, if any. on which such shares shall
be 5o convenible or exchangeable; and

£. Any other preferences and n:latwc pariicipating. oprional or othr:r special ngins and
gualifications, limitations or restrictions thereof, of shares of such series a5 are not fixed and
determined hereby,

Secnon 11
COMMDN Stock

1. Voting Rights. Evcry halder of the Common Stock shall be entitied to ons vote for sach
share of the Common Stock standing in his name on the books of the Corporation.

2. Dividends. Subjem to the provisions of this Anicle FOURTH and any further provmuns
prescribed in accordance herewith, the holders of the Common Stock shall be entitled 10 receive,

when and as declared by the Board of Directors, out of funds lagal}y available for that purpose,
dividends payable either in cash, stock or otherwiss,

SecTion [T
PREEMPTIVE RIGHTS

. Except as otherwise provided in Paragraph B of Subsection B of Section I hareof, no holder
of any of the shares of the Preferred Stock or of the Camman Steck shall be entitied as of right as
such halder to purchase or o subscribe for any shares of stock of the Corporation whether now
or hereafier authorized, or bonds, certificates of indebtedness, debentures, or other -securities
convertible inlo or carrying any right to purchas: stock of the Ccrpomuon of any class, and
shares of any such stock, or such other securities convertible into or carrying any right to pur-
chese stock, may be issued and d:sposcd of 10 such persons and upon such lerms 2nd for such
jawful consideration as may be deemed advisable by the Board of Direciors.

FIFTH: 1. Elections of Direciors. Electians of Directors need not be by written baliot
unless the By-Laws of the Corporation shall so provide.

2. Number, Election and Terms of Directors. Except as otherwise fixed pursuant to the
-provisions of Article FOURTH bereof relating fo the rights of the holders of any class or seriss of
stock having 2 preference over the Common Siock as 1o dividends or upon liguidation to clect
additional directors under specified circumstances, the number of directors of the Corpotation
shall be fixed from time to time by or pursuant 1o the By-Laws. The directors, other than those
who may be eiecied by the halders of any class or series of stock having a preference: over the
Commeon Stock as 10 dividends or upon liquidation, shall be classified, with respect 10 the time
for which they severally hold office, into three classes, as nearly equal in number a5 possibie, as
determined in the manner specified in the By-Laws, one class to hold office initially for 2 term
expiring at the annual meeting of stockholders 10 be held in 1986, another class 1o hold office
initially for a term expiring at the annual meeting of srockholders 1o be held in 1987, and another
class to hold office initially for 2 term expiring at the annual meeting of stockholders 10 be held in
1988, with the members of sach class 1o hold office until their successors are clected and quali-
fied. Al £ach annual mc:ung of the stockholders of the Corporation, the successors to the class
of direciors whose term expires a1 that meeting shall be elected to hoid office for a term expiring
a1 the annual meeting of stockhaldcrs held in the third year following the year of their election.

3. Stockholder Nomination of Direcior Candidates. Advance notice of nominagons for the

election of directors, other than by the Board of Direciors or a Committee thereof, shall be given
in the manner provided in the By-Laws.

13



il

4, Newiv Created Direciorships andVocancies. Except es otherwise fixed pursuant to the
provisions of Article FOURTH hereof relating to the rights of the holders of any class or series of
stock having a preference over the Common Stock as 10 dividends or upon liquidation 1o elect
direciors under specified circumsiances, newly creawed directorships resubiing from any increase
in the number of directors and any vacancies on the Board of Directors resulting from death,
resignavion, disqualification, removal or other cause shall be filled solely by the afarmartive vote
of & majonity of the remaining direciors then in office, even though less than a quorum of the
Board of Direciors. Any direcior elected in accordante with the preceding sentence shall hold
office for the remainder of the full term of the class of direciors in which the new directorship.
was created or the vacancy occurred and until such director’s successor shall have been elecied

and gualified. No decreast in ihe number of directors constituting the Board of Directors shall
shorten the term of any intumbent director.

5. Removal of Directors. Subject 1o the rights of the holders of sny class or series of siock
“having a preference over the Common Stock as 10 dividends or upon liquidation to elect direc-
tors under specified circumstances, any director may be removed from office, with ar without
cause, but onty by ihe affirmative vote of the holders of at least 80% of the combined voting
power of the then outstanding shares of capital stock of the Corporation entitled to vote gener-
ally in the election of directars, votng together as 2 single class,

6. Stockholder Action. Any action required or permitied to be taken by the stockholders of
the Corporation must be effecred a1 2 duly catled annual or special mesting of such holders and
meay not be effected by any consemt in writing by such holders, Except as otherwise required by
law and subject to the rights of the holders of any class or series of stock having a preference over
the Common Stock as 1o dividends or upon hquidation, special meetings of stockholders of the
Corporation may be called only by the Chairman of the Board or the President, and shal] be
calied by the Secretary at the reguest of the Board of Directors pursuant 1o a resolution zpproved
by a majorty of the entirs Board of Directors. For purposes of this Article FIFTH, the tem

“entire Board of Directors™ means the total number of direcrors which the Corporation would
have if there were no vacancies.

7. Bw-Low Amendments, The Board of Direciors shall have power 10 make, alter, amend
and repeal the By-Laws (except so far 25 the By-Laws adopied by the Siockholders shall other-
wise provide), Any By-Laws made by the directors under the powers conferred hereby may be
aliered, amended or repealed by the directors or by the stockholders. Notwithstanding the
foregoing and anything contained in this Restated Centificate of incorporation to the contrary,
Sections 7 and 10 of Anucle [I1, Sections 1, 6, B.and ¢ of Article IV and Articie XIV of the By
Laws shall not be altered. amended or repealed and no provision inconsistent therewith shall be
adopted without the afirmarive vote of the holders of at least 80% of the combined voting power

of all the then-owistanding shares of capital stock of the Corporation entitied 10 vote generally in
the election of direciors, voung iogether as 2 single class.

8. Amendment, Repeal, elc. Nowwithstanding anything contained in this Restated Cenifi-
cate of Incorporation 1o the contrary, the afirmative vote of the holders of at least 80% of the
combined voling power of all the then outstanding shares of .capital stock of the Corporation
entitied to vote generally in the election of diretiors, voting together as 3 sinple class, shall be

.. A 1 , ; . 'y b
required 1o aiter, amend, adopt any provision inconsistznt with, or repeal, this Article FIFTH or
any provision hereof.

SIXTH: In furtherance and ool in hmztauun of the powers confcrr:d by statutz, the Board
of Directors is expressty authorized:

To make, alter or repeal the By-Laws, Any By-Laws made by the Board of Directors uader
the power conferred hercby may be aliered or repealed by the directors or stockholders,
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From time 1o time. withow the assent or vote of the stockholders. 10 fix the times for the
declaration and payment of dividends, and 1o fix the amoun 10 be reserved as working caphal,
over and above its capital stock paid in. and to avthorize and cause 10 be execuied morigagss
and liens upon all the property of the Corporation or any part thereof.

From time to time 10 sell any or all of the then unissued capital stock of the Corporation,
whether the same be any of the original of its capital or of any increase thereof, without (subject
10 the 1erms hereof) first offering the same 10 the stockholders then existing, and all such saizs
may be made upon such terms and conditions as the Board of Direciors may deem adviszble.

" From time 1o time 1o.determine whether and to what exisnt and at what times and places
and under what conditions and regulations the accounts and books of the Corporation (other
than the stock ledger). or any of them shall be apen 1o the inspection of the stockholdsrs: and no
stockholder shall have any right of inspetiing any account, hook or document of the Corpora-

tion. cxcepl as conferred by statuie, unless authorized by resolution of the stockholders or
directors.

If the By-Laws so provide, to designate two or more of its number to constitute an Executive
Commitiee, which Commities shall for the time being, as provided by resolution of the Board of
Directors or in the By-Laws of the Carporation, have and exercise any or all of the powers of the
Board of Directors in the manapement of the business and affairs of the Corporation, and have
power 10 authorize the seal of the Corporation 1o be affixed to all papers which may require it.

The Corporation may in hs By-Laws confer powers upon its directors in addition to the

. foregoing and in addition to the powers and authorities expressly conferred upon them by the
statute, '

SEVENTH: A sale, lease or exchange of all or substantially all of the property and assets of

the Corporation shall requite the authorization ibereof by the effirmative vote of the holders of
“two-thirds of the stock issued and omstanding having voting power at a stockholders’ meeting
duly called upon at lzast 20 days notice containing notice of the proposed sale. lease or exchangs.

EIGHTH: The Corporation reserves the right to amend, alter, change or repeal any provi-
sion contained in this Restated Centificate of Incorporation, in the manner now or hereafier

prescribed by siatute. and all rights conferred upan stockholders hersin are granted subjent 1o
this reservation.

NINTH: The following provisions shall apply in addition to any other affirmative vot
required by law or this Restaied Certificate of Incorporation:

SecTion 1

CERTAIN BUSINESS COMBINATIONS

The afirmauve vote of the hoiders of not less than two-thirds of the outstanding shares of
Voting Stotk {as hereinafier defined) held by sinckhoiders other than the Acquiring Person (as
hereinafier defined) with which or by or on whose behalf, directly or indirectly, s Business
Combination (as hereinafter defined) is proposed, voting s 2 singte class, shall be required for
1he approval or authorization-of such Buosiness Combination, Notwithstanding the foregoing,
ihe 1wo-thirds voling Teguirement shall not be applicable if such Business Combination is
approved by the Corporation’s Board of Direztors prior 10 the Acguiring Person becoming such
or i the cash or fair market value of the property, securities or other consideration 10 be recejved
per share by holders of shares of each class of Vouing Swock in such Business Combination as of
the date of consummation thereof is 2n amoum not iess than the higher of (a) the Highes1 Per
Share Price or the Highest Equivalent Price (25 these terms are hereinafter defined) paid by such
Acguiring Person in acquiring any of s holdings of Voting Stock, and (o) the Fair Market Price
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(as hereinafter defined) of such ciass of Voting Stock dztermined on the date the proposal for
such Business Combinasion was first publicly announcesd. and such consideration shall be in the
same form and of the same kind as the consideration paid by such Acquiring Person in acquiring
the shares of Voting Stock already acquired by it. If the Acguiring Person has paid for shares of
Voting Stock with varying farms of consideration, the farm of consideration to be recsived by
the holders of Voting Stock shall be the form used 1o acquire the largest number of shares of
Voting Siock acquired by such Acquiring Person.

SECTION I

DEFINITIONS, ETC.
For purposes of this Articie NINTH!

1. Business Combination. The term “Business Cambmanon“ shall mean {a) any merger or
consolidation of the Corporation or a subsidiary of the Corporation with or into an: Acguiring
Persan, (b) any sale, lease, exchange, wansfer or other dlsposmon, including, without limitation,
a mongage or any other security devies, in & single transaction or rziated series of wransactions,
of all or any Substantial Part (s hereinafier defined) of the asses either of the Corporation
(including without limitation .any voting securtties of a subsidiary) or of a subsidiary of the
Curporauon 10 an Acguiring Person, (¢} any merger or consolidation of an Acquiring Person
with or into the Corporation or a subsidiary of the Corporation, (d) any sale, lzase, =xchange,
ransfer or other disposition, mc}udmg without limitation a morigage or other security device, in
2 single transaction or related series of ransactions, of all or any Substantial Part of the assets of
an Acouiring Person 10 the Corporation of & suhsxdmry of the Corporation, (&) the issvance of
any securities of the Corporation or a subsidiary of the Corporation 10 an Acqmnng Persorn.
(f) any recapitalizalion, merger or consolidation that would have the effect of increasing the
voling power of an Acquiring Person, (g) the adoption of any plan or praposal for the liguidation
or dissolmion of the Corporation proposed, directly or indurectly, by or on behalf of an Acquir-
ing Person, (h) any merger or consolidation of the Corporation with 2 subsidiary of the Corpora-
tion proposed by or on behalf of an Acquiring Person, unless the surviving or consolidated
corporation. as the case may be, has a provision in its certificare of intorporation subswntialiy
identical 1o this Article NINTH, and (i) any agreement, contract or other arrangement providing
for any of the.transactions described in this definition of Business Combination, A person who
is an Acquiring Person as of (x) the time any definitive agreement relating 1o 2 Business Combi-
nation 15 emered intw, (y) the record date for the determination of stockholders entitled to notice
of and 10 vole on & Business Combination, or {z) immediately prior to the consummation of a
Business Combination shall be desmed an Acquiring Person for purposes of this definition.

2. Acquiring Person. The term “Acquiring Person” shall mean and include any individual,

torporarien {other than the Corporation), parinership or other person or envity which, 1ogether
with its Affiliates and Associaies (as dehined in Rule 120-2 of the General Rules and Regulations
under the Securiiies Exchange Act of 1934 as in effect at March 2, 1983 (collectively, and 28 50 in
effect, the “Exchange Act™)), and with any other individual, corporation {other than the Corpo-
ration), partnership or other person or entity with which it or they have any agreement, armange-
ment or understanding with respect w0 acquiring, holding, vnung or disposing of Voting Stock,
Beneficially Owns {as defined in Rule 13d-3 of the Exchange Act) in the aggregate 20% or more c-f
the outsianding Voting Siock of the Corporation. A persop or entity, its Afiliates and Associates
and al} such other persons or entities with whotn they have any such agreement, arrangement or
understanding shall be desmed & single Acquiring Person for purposes of this Articls NivTH.

3. Substantial Part. The term “Subsiantial Part” shall mean an amount equal to more than
20% of the fair markel vaiue of the 1oial consolidaied assets of the Corpuranon angd its sub-

sidiaries taken as 2 whole as of the end of its most recent fiscal vear ended prior to the time the
determination js being made.
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4. Rights 1o Acquire. Without limitation, any share of Voting Stock of the Corporation thar
any Acquiring Person has the right 10 acquire at any time (notwithsianding that Rule 13d-3 of
the Exchange Ac deems such shares 1o be beneficially owned only if such right may be sxercised
within 60 days) pursuani 10 any agreement, of Upon exercise of conversion rights, wamranis of
options, or otherwise. shall be deemed 1o be Beneficially Owned by the Acguiring Person and 10
be outstanding Tor purposes of Paragraph 2 of this Setiion 11

5. Other Consideration 1o Be Received. For the purposes of Section I of this Article NINTH,
the term “orher consideration 1o be received” shall includs, without limitation, Common Stock.
Preferred Stock or other capital stock of the Corporation rewained by its existing siockholders
other than the Acguiring Person with which or by or on whose behalf, directly or indirectly, z
Business Combination has been proposed or other parties 10 such Businass Combination in the
event of 2 Business Combination in which the Corporation is the surviving corporation.

6. Voting Stock. The term “Voling Stock" shall mean all of the outstanding shares of
capital stock of the Corporation entitled to vote on sach matier on which the holders of record of
Common Stack of the Corporasion shali be entitled 1o voie, and each reference to 2 pereentage of

shares of Voting Stock shall refer 10 such pertentage of the votes znitled to be cast by such
shares. : "

1. Time of Acquisition. An Acqguiring Person shall be deemed to have acquired 2 share of
the Voting Stock of the Corporation at the ime when such Acquiring Person became the Benef-
cial Qwner thereof, The price paid by an Acquiring Person for such shares held by a person o
entity a1 the time it became part of such Acquiring Person shall be desmed 10 be the higher of (a)
the price paid upon the asquisition thereof by such person or entity #nd (b) the market price of

the shares in guestion at the time when such person or entity became part of such Acquiring
Person. :

8. Highest Per Share Price; Highest Equivalent Price. ‘The terms “Highest Per Share Price”
and "Hichest Equivaient Price” as used in this Article NINTH shall mean the following: I there is
only one ¢lass of capital stock of the Corporation issued 2ng outsianding, the Hiphest Per Share
Price shalt mean the highest per share price thit can be determined 1o have been paid at any time
by the Acquiring Person by or on whose behatf, directly or indirectly, the Business Combination
nas been proposed for any share or shares of thai class of capital stock. If there is more than one
class of capiial siock of the Corporation issued and outstanding, the Highest Equivalent Price
shall mean. with respert 10 each class and series of capital stock of the Cotporation. the highest
per share price equivalent of the highest price that cap be determined 1o have been paid at any
1ime by such Acquiring Person far any share or shares of any class or series of capitat stock of the
Corporstion, In determining the Highest Per Share Price and Highest Equivalent Price, all
purchases by an Acquiting Person shall be taken invo account regardless of whether the shares
were purchased before or afier the Acguiring Person became an Acguiring Person.  Also, the
Highest Per Share Price and the Highest Equivaleat Price shall include any brokerage commis-
stans. transfer waxes and soliciting dealers’ fees paid by the Acquiring Persan with respect to the
shares of capital siock of the Corporation acquired by the Aéquiring Person. The Highest Per
Share Price and the Highest Equivalent Price shall be appropriately adjusted 10 take into account
siock dividends. subdivisions, combinations and reclassifications,

9, Fair Market Price. The term “Fair Market Price” shall mean for any class of Voting
Stack the highest closing sale price during the 30-dey period immediately preceding the date in
guestion of a share of such ciass of Vouing Stock on the Composite Tape for New York Stock
Exchange-tisied siocks, or, if such class of Voting Stock is not quoted on the Composite Tape, on
the New York Stock Exchange, or, if such class of Voting Swock 1s not listed on such Exchangs,
on the principal Uniied States securities exchange repistered under the Securitizs Exchange Act
of 1934 on which such class of Vouing Stock is fisied. or, if such class of Voting Stock is not listed
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or any such exchange. the highest closing bid quotation with TeSpect 10 2 share of such class of
Vaoting Stock during the 30-day period preceding the dare in guestion on the National Associa-
tion of Securities Dealers. Inc. ‘Automated Quotations System or any system then in use. orif no

such guoations are available, the fair market value on thc dawe in quesnon of 2 share of such
stock,

SeCTioN III
AMENDMENT

The prows:ons set forth-m this Arncle NINTH may not be 2mended, alizred, changed or
repealed in any regpect uniess such action s approved by the afirmavive vote of the holders of°
not less than two-thirds of the oustanding shares of Voting Stock of the Corporation at 2
meeting of the stockholders duly celled for the consideration of such amendment, alteration,
change or repea); provided, however, that if such action has been proposed, directly or indirectly.
on behalf of an Acguiring Person, it must also be approved by the afirmarive vote of the halders

- of not less than Two-thirds of the ouistending shares of Voting Stock held by the stockholders
other than such Acguiring Persan,

TENTH: A director of the Corporation shall not be personally liable 1o the Comporation or
ity stockholders for monsiary damapes for breach of fiductary duty 2s a director, except for
liability which would oitherwise exist under applicable law (i) for any breach of the directors
duty of loyalty 1o the Corporation ot its stockholders, (ii) for acws or omissions not in good faith
or which invalve intentional misconduct or & knowing violation of law, (i) under Secuion 174 of
the General Corporavion Law of the State of Delaware or (iv) for any transaction from which the
direcior derived an improper personal benefit. Any repeal or modification of, or adoption of any
provision of this Restated Cenificate of Incorporation inconsistent with, this Article TENTH by
1he stockhoiders of the Corporation or in any other manner as may be parmitted by Jaw shall be
prespective only and shall not adversely afiect any limitation on the personal itsbility of &
director of the Corporation existing at the time of such repeal, modification or adoption.

IN WrTNESS WHEREOF, this Restated C:r:ciﬁcmc of Incorporationhas been executed on behalf
of Amerada Hess Comorgtion by its Chairman of the Board, under its corporate seal, and
atiesied by its Secretary this August 15, 1988,

- AMERADA Hesg CORPGRATION
imar'qmﬁ SEAL) .

By. LEON HEss
: Chairman of the Board
Atiast CarL T. TURSI

Secretary
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CERTIFICATE OF AMENDMENT OF s oan aaiis PM 03/03/2005
RESTATED CERTIFICATE OF INCORPORATION OF
AMERADA HESS CORPORATION

Amerada Fless Corporation (the “Corperation™), a corporation organized and
existing undey the General Corporation Law of the State of Delawarc (the “DGCL”), does hc:rcby
certify that:

‘The amendiments to the Restated Certificate of Incorpotation of the Corporation
st forth below have been duly adopied in accordance with the provisions of Section 242 of the
- DGCL:

Article FIRST of the Restated Certificate of Incorporation of the Corporation is hereby
deleted in its entiraty and the following inserted in lieu thereof:

FIRST: The name of the Corporation is
Hess Corporation.

The first paragraph of Article FOURTH of the Restated Certificate of Incorporation of
the Corporalion is hereby deleted in its entirety and the following inserted in Eeu thereof;

“FOURTH: The total number of shares of all classes of stock which the
Corporation shall have authority  issve is 620,000,000 shares of Which
20,000,000 skares shal] be shares of Preferred Stock, of the par value of $1 per
shere (*Preferred Stock™), and 600,000,000 shares shall be shares of Common
Stock, of the par valee of $1 per share (“Common Stock™.”

IN WITNESS WHEREOF, the Corporation has caused this Certificats of
Amendment o be duly executed and acknowledged by J. Barclay Collins, its authorized officer,
in accordance with Section 103 of the DEGCL.

AMER ADA HESS CORPORATION

Dated: May 3, 2006 By:

Title: Executwe Vice President

SAMSOFFICEMAMARC NAME CHARGR erdfisste it Car lacepDOC
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By-Laws




AMERADA HESS CORPORATION
' By-Lais

ARTICLEL
OFFICES

SECTION 1. Registered Office. The registered office shall be in the City of
Wilmingon, County of New Castlc State of Delaware,

"SECTION 2. Othey Qﬁc&! The Corporation tay also have o offics it New
Yaork, New York, and offices at such other places within or without the Swee of

Deleware as the. Board of Directors may from time to time designate or the business
of the Corporation may reguire.

- ARTICLEIL
SEAL

The corporate seal shall have inscribed therson the name of the Corporation, the
year of its organization and the words "Corporate Seal, Delaware". The seal may be

used by causing it or a facsimile thereof t be impressed, affixed, reproduced or
othcnmse used, ‘

- ARTICLEIL
STOCKJ'IGLDERS' MEETDJGS

SEC:TION 1. Place. Ali meetings of the stockholders shnll be held at such place

gither within or withowt the State of Deiawm a5 may be fixed by the Board of
Dirsctors. ;

SECTION 2. Dare and Time of Annual Meefing. An annual mesting of
stockhalders shall be held on the date and at the time fixed by the Board of Directors,
when the stockholders shall elect & Board of Directors #od frensact such other
business 25 may properly be brought before the meeting,

SECTION 3. Quorum and Adjournment, The holders of 2 majority of the stock
issued and outstanding and entitied to vote thereat, present in person or represented by
proxy, shall be requisite and shall constitute 2 quorum at all meetings of the
stockholders for the transaction of business except as otherwise provided by the
General Corporation Law of the State of Delaware, by the Restated Certificate of
incorporation, or by these Ry-Laws. 1f, however, such majority shall not be present
or representzd at any meeting of the stockholders, the stockholders entitlad to vote
thereat, present in person or by proxy, shall bave power to adjourn the meeiing from
time 10 time, without notice other than announcement at the mesting, until the
requisite amount of voting stock shall be present. At such adjourned meeting at which
the requisite amount of voting stock shall be represented, any business may be

- transacted which might have been transacted &t the mesting as originally notified.
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SECTION 4, Voring. Af each mesting of the stockholders, every stockholder
having the right 12 vote shall be entitled to vot i person, or by proxy appoimed by
an instrument in writing subscribed by such stockholder or by his duly mxthorized
attorney and bearing a datt not more than three years prior 10 said meeting, unless

said instrument pravides for a longer period. The vote for directors shall be by ballot.

All elections shall be had and all quéstions decided by a plurality of the votes zast

SECTION 5. Notice of Amnual Meetings. Written notics of the annual mesting,
stating the place, date and hour of the meeting, shall be delivered in person, ormailed
postage. prepaid, to sach stockholder entitled to vots thereat at such address as appears

on the records of the Curpm'&tmn, not fess then wen nor more then fifty days before the
date of the mesting, :

SEC’HON-G. List gf Stockholders. - The Secretary shall prepare and make, at least
ten days before every meeting of stockholders, 2 complete list of stockholders entitled
0 vote 8t sait meeting, arranged in alphabetical order, and showing the address of
each stockholder and fhe number of sharss regisiered in the neme of zach stockholder,
Such list shell be open 1o the examinmfion of any stockholder for any purpose
germant 1o the meeting, during ordinary business hours, for a period of af least ten
days prior to the meeting either at the place where the mesting isto be held orat 2
place specified in the notice of meeting within the city whare the mesting is to be
held. Such tist shell be produced and kept at the time and place of the mesting Suring
the whole time thereof, and may be inspected by any stockholder who is presen.

SECTION . Call of Special Meetings. - Except &5 otherwise required by law and

subject to the rights of the holders of any class or series of stock having a preference
aver the Common Stock as w dividends or upon liguidation, special mestings of the
stockholders for any purpose or purposes may be called only by the Chajrman of the
Board or the President, and shall be called by the Bamzmy ut the request of the Board

of Dirsetors pursusnt to & respiution approvui bya majcmy of the 2ntire Board of
Diraetors,

| SECTION 8. Business af Special Meetings. Business transewied & 2 spacial
‘mestings shall be confined o the purpese or purposes swated in the nofice.

~ BECTION 9. Nofice of Special Meetings. Written nofice of & special meeting of -

stockholders, stating the place, date and hour of the meeting and the purpose or
purposes for which it is called, shali be deliversd in person, or mailed postage
prepaid, at leest ten days befors such mesting, to cech stockholder entitted 10 vtz
thereat a1 such address asappea:sonﬁnmmdsuf‘ikmﬁorpnmmn.

SECTION 10. Stockholder Action; How Taken, Any action required or permitted
o be taken by the stockholders of the Corporation must be effected at & duly called

annual or special mesting of such holders and may not be sffected by any congent in
writing by such holders.

Amendment
authorized March 6,
1985, effective May
13, 1985,

Amendment
authgrized March,
1985, effective May
13, 1985,



ARTICLEIV.
DIRECTORS

SECTION 1. {8) Mumiber, Election and Terms. Except as otherwise fixed
pursuant 1o the provisions of Aricle ROURTH of the Restated Certificate of
- Incorporation relating to the rights of the holders of any ciass or series of stock having

& preference over the Common Stock as to dividends or upon liquidation o eiect
arditiona] directors under specified circumstances, the number of direciors shall be
fixed ftom time to time by the Boerd of Directors but shall not be less than three. The
directors, other than those who my be elected by the holders of any tlass or series of
stock having e preferance over the Common Stack as to dividends or upon
liguidadon, shall be classified, with TESPECE 1O the time for which they severally hold
office, into fhree classes, 28 nearly equal in number as possible, a5 determined by the
Board of Directors, one ciess to hold office mitislly for 2 tem sxpirmg &t the annua)
mesting of stockholders @ be held in 1986, another class to hold offise initially for 2
term expiring at the annual meeting of stockholders to be held in 1987, and another
ciass to hold office mitially for 8 rm expiring at the annual meating of stockholders
to be held n 1988, with the members of each class to bold office until their
successors are elected and quelified. At zach annuel mesting of stockholders, the
successors of the clags of directors whose term expires at that mesting shall be elacted

1o hotd office for z term expirimg st the annua!l mesting uf stozkholders held in the
third year following the year of their election.

 Theterm “entire Board” as used in these By-Laws means the total number of
directors which the Corporstion would have if there were no vacancies.

{t) Stockholder Nomination of Director Candidates. Subject 1o the rights of
helders of any cless or series of stock having = preference over the Common Stock a5
to dividends or upon liquidation, nominations for the election of directors may be
made by the Board of Directors or 2 commitize appointed by the Board of Directors
. ot by any stockholder entitied to vote in the election of directors generally. However,
any stockholder entitied to vote in the eiection of directors generally may nominate
one or more persons for election s directars &t a meeting oply if written notice of
Such stockholder’s intsnt to make such nominstion or nominations has been- given,
ither by personal deiivery or by United States mail, postege prepaid, 1o the Secratery

nf the Corporation not Jater than (i) with respect to &0 election to be held 2 an annyal
meeting of stockholders, ninsty days prior 10 the anniversary date of the immediately
preceding annual meefing, and (if) with raspect 1o an election 1 be held at & special
meeting of stockholders for the eieciion of directors, the close of business on the
“tenth ddy following the date on which notice of such meeting is first given to
stockhoiders, Each such notice sheli set forth: (g) the name end address of the
stockhoider who intends to make the nomination and of the persom or persons o be
nomineted; (b) & representation that the stockbholdes i 2 holder of record of stock of
the Corporation entitied 1o vote at such meeting and intends to appear in person or by
proxy gt the meeting 1 nominate the persoh or persons specified in the notice; (¢) &
description of all arrengements or understandings between the stockholder and each
norminee and any other person or parsons (naming such person or persons) pursuant to
which the nomination or nominations am © be made by the stockholder; (d) such
other information regarding sach nomines proposed by such stockholder as would be
required to be included in a proxy stitement filed pursuant to the proxy rules of the
Securities and Exchahge Commission, had the nominee besn nominated, or intended

Amendment
authorized Mareh 6,
1985, effective
May 13, 1985,
{supersedes

- emendment af

Ocaber 3, 1983)

Amendment
authorized Warch 6,
1983, effective
Mey 13, 1985,
{supersedes
amendment of
Or.:mber 5,1983)
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to be nominated, by the Board of Directors; and (¢) the consent of each nomines 1o
serve as a director of the Corpomtion if so elected. The -presiding officer of the

meeting may refuse to acknowledge the nominstion of any person not made in
compliance with the foregoing procedure,

SECTION 2. Powers. In addition to the powers and authorities by these By-Laws
expressty conferred upon it, the Bosrd of Directors may exercize all such powers of
the Corporation ané do 21t such lawful acts and things as are not by the General
Corpoation Law of the State of Delaware, by the Restated Certificate of

Incorporation or by these By-Laws directed or required to be exercised or done
exciusively by the stockholders,

SECTION 3. Expenses and Fees, Each director my be aliowed expenses, if any,
for attzndance at sach regular or special mesting of the Board of Directors and of any
committee thereof, and each director who is not an employee of the Corporation or
any of it's subsidieries shall receive for services rendered as 2 director or 25 a member
of any committee of the Board of Dirsctors such compensation as may be fixed by the
Board of Direciors, Nothing herein contained shall be construed to preciude any

director from serving the Corporation in any other capacny and receiving
compznsation therefor,

SECTION 4. Organization Meeting.  As soon as practicable after the snnual
meeting of the stockhalders, 2 meeting of the newly elected Board of Direstors for the
purpost of organization and the election of officers and otherwise shall be held upon
the call and notice specified in Section 6 of this Articls,

SECTION 5. Regulor Meetings. Regular mestings of the Board of Directors shalt
be heid without notice at the principal office of the Corporation in New York, New
York, or at such other place within or without the Stete of Delaware as shall be fixed

by the Bosrd of Directars, 2t such times 5 shall be determined by the Board of
Directors. '

SECTION 6. Special Meetings. Special mestings of the Board of Directors may
e called by the Chairman of the Board or the President, on two days' notice to each  authorized March 6,
director, personally, by mail or by telsgram, and shal! be called by the Secretary in 1985, effective May
like manner and on like notice on the written request of & majortty of the entire Board 13, 1984,
of Directors, Spﬂt&! meetings of the Board of Direstors shall be held a1 thr. pia::e nd
time desipnated in the notics of mesting,

Amendment

SECTION 7. Quorum. At el meetings of the Board of Directors at ieast fifty per
cent of the directors then in office shall be necessary and sufficient to constiute 2
quorum for the wransaction of business, and the voe of & majority of the direciors
present at any meeting at which & quorum is-present shall be the act of the Bowrd of
Directors, except a5 may be otherwise specifically provided by the General

Corporation Law of the Stie of Delaware, by the Restated Certificats of
incorporation ar by these By-Laws,

SECTION 8. Newly Created Directorships and Vacancies. Except as otherwiss Amendment
fixed pursuant 10 the provisions of Articie FOURTH of the Restated Certificate of autherized Marché,
incorporation relating 1o the rights of the holders of any class or series of siock having 1985, effective May
a preference over the Common Stock #s to dividends-or upon Tiguidation to elect 13, 1985.



directors under specified circumstamnces, newly cregted directorships resulting from
any incrazse in the mmber of directors and any vacancies on the Board of Directors.
resuiting from death, resignation, disquelification, removal or other cause sheli be
filled solely by the affirmative vote of 2 majority of the remeining ditettors then in
office, even though less than a guorum of the Board of Direttors. Any director eiectsd
in accordance with the preceding seniance shall hold office for the remainder of the
full term of the class of directors in which the new directorship was created or the
- vacancy pccurred and undil such director’s successor shall have been electad and

quatified, No decrease in the number of directors constituting the Board of Directors
shall shorten the teem of any incumbent director.

SECTION 9. Removal, Subject to the rights of any cless or series of stock having
= prefesence over the Common Stock es to dividends or upon liguidation o elect
directors under specified circumstances, any director may be removed from offics,
with or without cause, but only by the affirmative vote of the holders of least 8% of
the combined voting power of the then outstanding sheres of capitml stock of the

Corporation entitied 1 vote generaﬂy in the election of directors, voting togetner 2s 2
singzie class.

SecTion 10. Action Without Meeting. The provisions of these By-Laws covering
natices and mestings w the contrary notwithstanding, any action required or permitted
to be teken gt any mesting of the Board of Direstors ar of any committes thereof may
be taken withowt a mesting if all members of the Board of Direstors or of such
comimittee, as the case may be, consent thereto in writing, and the writing or writings
are fited with the minutes of procesdings of the Board of Directars or committee.

ARTICLE V.
COMMITTEES

The Board of Directors, by resolution passed by a majority of fhe whole

Board of Directors, may designate one or mors committess, each committes to consist
of two or more of the directors of the Corporation.  Each such commities, 1o the
_extent provided in these By-Laws or as authorized by the Board of Directors, shal)
have and may exercise the powers of the Board of Directors in the management of the

business ang affairs of the Corporation, and may authorize the seaf of the Corpmnan
to be affixed to all papers which may require it

 Each such commitees shall keep & record of its proceedings and all actions of

Amendment
nuthosize.d March 6,
1085, sffective May
13, 1985,

Redesignation as
Section 10
authorized March §,
1085, effective Myy
13, 1985, {previously

Seetion 9

. each such committee shall be reponted 1 the Boart of Directors ar the meeting thersof -

next suceeeding the taking of such action.

. Each such committee shall fix its own tules of procedurs, but the presence of at
ieagt fifty per cent of the members of the whole committee shall in each case be
necessary to constitne & quorum of the committes and the effirmative vote of 2
. majority of the members of the committze present at the meeting shall be necessary 1o

take any action. In the sbsence of & member of eny such comrmitiee, the member or
members thereof present at any meeting and not disqualified from voting, whether or
no: he or they constitute a quorum, may unanimously appoint another member of the

Board of Directors to act at the meeting in the place of any such absent or disqualified
pETSON.
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ARTICLE VL
OFFICERS

SECTION 1. Titles. The officers of the Corporation shall be 2 Chairmen of the
Board, & Chainnan of the Executive Committes, & President one or more Vice
Presidents (one or more of whom maybe designated Senior Executive Vice President,
Executive Vice President, Group Vice President or Senior Viee Pms:d:nt], 2
Secretary, & Controller, an Auditor and & Treasurer,

SECTION 2. Flection. The Board of Directors at its first mesting after -cach
annuzl meeting of stockholders shall elect the Chairman of the Board, the Chairman
of the Executive Committee and the Presidert from their own number, and in addition
shall elect one or more Vice Presidents (one or more of whom may be designated as
Senjor Executive Vice President, Bxecutive Vice President, Group Vice President or

Senior Vite President), the Secretary, the Comtroller, the Audifor and the Treasurer,
who need not be members of the Board of Dirsetors.

SECTION 3. Other Officers. The Board of Directors may appoint one of more
- Assistent Secretariss, one or more Assistart Conmtroilers, ene of more Assistant

Auditors and one or more Assistant Treasurers, and such other officers and agents s
it shall deem necessary, who shall hold their officss for such terms and shell sxersise

such powers and: perform such duties as shall be determined from hme 1o time by the
Board of Directorz.

SECTION 4, Salaries, 'I‘ha salaries of the elected officers of the Corporation shall
be fixed by the Board of Directors. The salaries, wages of compensation of all ather
employees, representatives and agents of the Corparation shall be fixed by the Board
of Directors to the extent detetmined from fime to ime by the Board of Directors and
otherwise in the manner determined by the Chairmen of the Buard.

SECTION 5, Terms of Office. The nﬁ':cr.rs of the Corporation shall held office

until their successors are chosen and qualified, Any officer elected or appoimed by |

the Board of Directors my be removed 2t any time by the affirmative vote of 2

majority of the whote Board of Directors, If the office of any officer shall become .

vacant for ny reason, the vzcancy shall be filled by the Board of Directors.

SECTION §, Other Fowers. ld addition to the powers and duties hereinafier
specifically prescrived for the respective officers, the Board of Directors may from
time to time impose or confer upon any of the officers such additional duties and
powers as the Board of Directors may see fit, and the Board of Directors may from

lime w time impose or confer any or all of the duties and powers heremfter
specifically prescribed for any officer upon any other officer or officers.

SECTION 7. Divisions ami Division Officers. The Board of Directors may from
time 1o time establish one or more operating of edministrative divisions of the
Corporztion and assign to such divisions respongibilities for-such of the Carporation’s
business, operations and affairs as the Board may determine, The Board of Directorz,
or the Chairman of the Board, the President, or any other officer of the Corporation so
authorized by the Board, may appoint officers of a division for such terms and having

such fities, exercising such powers and performing such duties as the Board or such

Amendment
authorized and
effactive Jenuary$,
1986, {supercedes
smendrents of
January 9, 1980)

Amendment
suthorized and
effective January 8,
1986, (supercedes
amendments of
January 9, 1980)

Amendment
authon zed and
effective May |,
2002
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appainting officer of the Cotporation may determine. An.officer of a division shall

not as such be an officer of the Corporation. An offizer of a division shall have the
. power to execute and deliver coptracts and other documents relating to the business,
~_ operations and affairs of such officer's division oti bahalf of the Carporation, but shall

not have such power with respect to any other division of the Corporation, An officer
of & division may be removed with or without cause by the Board of Directors or by
the Chairman of the Bord, the President or any other afficer of the Corporation then
authorized by the Board to appoint officers of 2 division.

ARTICLE VI
DUTIES OF OFFICERS

. SECTION 1. Chairman of the Bomd. The Chairman of the Boerd shall be the
chizf executive officer of the Corporation; he shell preside 2t meetings of the
stotkholders and the Board of Directors; he shall, subject to control by the Board of
Directors, have full power and complete authority in the mansgement of the business
and affairs of the Comporation end shall sse that alf orders and resolutions of the Board
of Directors and of all commitiees thereof are carried ino effect, The Cheirman of

the Board shall perform the dutizs of the Cheirman of the Executive Coromitiee in his
ahsence or inability to act.

SECTION 2. Chairman of the Executive Commintee. The Chsirman of the
Executive Commitiee of -the Board of Directors of the Corporation shall preside at
meetings of said Executive Commitize. No action of the Execitive Committee shall
be valid umless the Chairman of the Executive Committze or, in his absence or
inability to act, the Chairman of the Board shal) concur therein, The Chairman of the
Executive Committze, subject to control by the Board of Directors, shall (2) have

_ responsibility for the capital expenditure budget, (b) review and mtify operating
expense budgets, (c) review financial affairs of the Corporation, including the statss
of capital expenditure and aoperating expense budgets, and (d) repart his findings,
together with his recommendations, to the Board of Directors of the Corporation, He

shall parform such other duties as may be prescribed from time to fime by the Board
of Directors or by these By-Laws,

SECTION 3. Chairman of the Finance Commitiee, The Chairman of the Finance
Commitiee shall preside at meetings of the Finance Committes. No action of the
. Finance Commitee shell be valid unless the Chairman of the Finance Comrmities
shet! concur therein. The Chairman of the Finance Committes shall perform sueh

other- duties as may be preseribed from time to time by the Board of Directors or by
these By-Laws,

SECTION 4. -President, The President shall perform such duties as may be
assigned to him from time to time by the Board of Directors or the Chaimmean of the

Board., The President shall perform the duties of the Chairman of the Board in his
absence br inability to act. ‘

SECTION 3. Senior Vice Ereoutive Presidents and Fxecigive Vice Presidents,

The Senior Exeentive Vice Presidemss and the Bxeeutive Viee Presidents shall
perform such duties as may be assigned 1o them from time to time by the Board of -

Directors or the Chairmar of the Board,

Amendment
authorized snd
effective December 2,
1870,

Amendment
atharized August 2,
1672, effective
September 1, 1972,
(supercedes
amentment of
December 2, 1970)

Ameridment
anthorized and

effective May 8, 1980,

Amendmerit
authorized and
effective Jamuary 9,
1980, -

Amendment
athorized and
effective Jaruary 8
1984,
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SECTION 6. Viee Presidents, The Vice Presidents (including Group Viee
Pregtdents 2nd Senior Vice Presidents) shell perform such duties & may be

assigned 10 them from time 1o time by the Board of Directors or the Chairmen of

the Board,

SECTION 7. Secretary. The Secretary shall atrend and kesp the minutes and
recards of all meetings of the stockhoiders and of the Board of Directors.  He shall

Amendment
puthorized and
effective '
Aupgust 2 1972,

give or cause 10 be given notice of all maetimgs of stockholders end of the Board of -

Directars. He shall kesp in safe custady the teal of the Corporetion. He shall have
power when required © affix the seal 1o eny instrument, and when 5o affixed the sea]
shall be ettested by the signature of the Secretary or such ather officsr or agents as
may be designated by the Board of Direciors. The Secretary shall perform such ofher
dinties as may be prescribed by the Board of Directors or the Chairman ofthe Board.

SeemION 8. Assisiaw Corporate Secrelarier and Assisiont Secretaries. The
Assistant Corporate Sectetary or Assistant Corporate Secretariss and the Assistant
Secretary or Assistent Secretaries shal) perform such of the duties of the Secretary and

such other duties a5 may be assigned from time to tme. by the Board of Directors, the
Chairman of the Board or the Secretary.

SECTION §. Treasrer. The Treasurer shell have penera! charge of the cnmbmm

Amendment
autharized and
effective
November 4, 1981

funds and securities and shall keep or cause to be kept full and accurate accounts of

receipts and- disburssments in books bsionging to the Corporation, and shall deposit or
cause 1o be deposited &)l moneys and pther velusble efferts in the name and to the
eredit of the Corporation, in such depositorizs as may be designated pursuant 10 thase
By-L.aws or by the Board of Directors. He shall see thet proper vouchers are wken for
all disbursements, and shall render to the Chairman of the Board and the Board of
Diirectors, whenever required, and account of all trensactions of his office, He shall

perform such other duties 25 may be prrst:r?otd by the Board of Directors or the
Chairman of the Board,

- He shall give the Carporatmn 2 bond if required by the Board of Directors, ina
sum and ws.th one O mors Sureties satisfactory to the Board of Directors, for the
faithful p:rformance of the duties of his office and for the restoration to the

Corporation, in case of his death, resignation, retirement, or removal from office, of

21l books, papers, vouchers, money and other property of whatever kind in his
possession or under his contro} belenging 1o the Corporation.

SEcTiON 10, Assistant Treaswrers. The Assistanmt Treasurer or  Assistant
Treasurers shall perform such of the duties of the Treasurer and such other duties as

may be assigned 1o him or them from time 1o time by the Board of Directors, the
Chairman of the Board or the Treasurer.

Secmion 11, Controlier. The Controller shall be the chief accounting officer of

the Corporation and shall be in charge of, and shall be responsible for, accounting end

accounting methods, budgets and preparation of statistics 1o assist in sxecutive sontrol
of the Corporation. He shall prepare such financial stefemants and reports and

perform such other duties as may be prescribed by the Board of Directors or the
Chsirman of the Board.
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SECTION 12, Assistomt Controllers. The Assistant Controller or Assistant
Controllers shall perform such of the dutes of the Controlier and such other duties as
may pe assigned 1o him or them from fime to time by the Board of Directors, the
Chairman of the Boerd of the Controlizr.

SECTION 13. Auditor. The Auditor shall review the accounting, financial, and
related onarations and shall be responsible for measuring the effectivensss of contrals,
Me shall appraist procedures, verify the extsat of compliance with contrals, prevent

ang detect frand or dishonesty, 2nd perforn such other duties 2s may be pr:s;ﬁbad by
the Board of Directors or the Chairman of the Board,

SECTION 14, Assistont Auditors. The Assistant Auditor or Assistant Anditors
shall perform such of the duties of the Auditor and such other duties s may be

assigned 1o him or them by the Board of Dxmturs. the Chairmean of the Boa.rd gr the
Auditor.

ARTICLE VUL
INDEMNIFICATION

Every person who is or was & director, officer or employes of the Corporation, or
of any other sorporaticn which he sarves or served as such at the request of the
‘Corpaoration, shall, in sccordance with this Anicle VIIT but not if prohibited by law,
{be indemnified by the Corporation as hereinafier provide against reasoneble expense
and 2y Hability peid of inpurred by Wim in connection with of resulting from any
threatened or achial cisim, action, suit or pmceedmg (whether brought by or in the
right of the Corporation of such other corporation or otherwise), civil, criminal,
administrative or investigative, in which he may be invoived, as a party or otherwise,
by reason of his being or having been a directar, officer or employee of the
‘Corporation or such other corporation, or by reasen of any action teken or not taken
in his capacity as such director, officer ar employee, whether or niot he continues to
be such &t the time such expense or lisbiliry shall have bee.n paid or incurred,

A3 used in this Article VIIL the torm “expense” shall mean counsel fees and
disbursements and all other expenses (except any liability) relafing to any such claim,
action, suit or proceeding, and the term “liability” shall mesn amounts of judgments,
fines or penalties against, and amoumts paid in settiement by, e director, officer or
employes with respect 1o any such ciaim, schion. suit or procesding.

Any person referred to in the first paragraph of this Acticle Vil who hes been
wholy successful, on the merits or otherwise, with respect to eny claim, action, suit or

proceeding of the character described in such first pmgmph shall be reimbursed by
the Corporarion for his reasonzble cxpsnse

Any other person claiming indemnification under the first -paragraph of this
Article VIII shall be reimbursed by the Corporation for his reasonabie expense and for
any liability (other than any amount paid to the Corparation) if 2 Referee shall defiver
. 1o the Corporation his written finding that such person acted in good faith in what the

reasonably believed to be the Dest interests of the Corporation, and, in addition, with
respact 1o any crimina) action or proceeding, reasunab}y behieved that his conduct was
iawful, The termination of any claim, action, suit or proceeding of the characeer
described in the first paragraph of this Aricle VIIL by judgment, settiement (whether
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with or without court appruval). adverse decision or convittion after trial or upon &
plea of guilty or of nolo cortendere, or its equivelent, shall not creat= 2 presumption
thet 2 directar, officer or employee did not meet the forepding stendards of conduet.
The person claiming indemnification shell at the request of the Referes appear befors
him and answer gusstions which the Referee deams relevant md shsll be given ample
opporunity fo present @ the Referce svidence upan which he relies for
indemnification; and the Corporation shell, at the request of the Referes, make

availabiz to the Referee facts, opinions or other evidence in any way relevant for his -
finding which are within the possessian or contro) of the Corporation. As nsed in this
Article VII, the term “Reféree” shall mean independent legal counsel (who may be
regular counse] of the Corporation), or other disintarested person or persons, selectad

by the Board of Directors of the Corporation (whether or not & disinterested quonim
exists) o act a3 such hersunder,

Any expense incurred with respeet to any claim, action, suit or procesding of the
charecter deseribed in the first paragraph of this Article VI may be advaneed by the
Corperation prior to the final disposition thereof upan receint of an undertzking made
by or on behalf of the recipisnt 1o repey such advence if it is uitmatety determined
that he is not 10 be indemnified under this Article VI or, if it is uitimately determined

that e is to be indemnified under this Article VII, to the extsrt that the advance
exceeds the amount of the indemnification.

If any clause or proirision of this Article VIT shall for any reason be determined

to be invalid, the provisions hereof shall not otheérwise be affected thereby but shall
remain in full force and effect.

The rights of indemnification provided in this Article VI shell be in addition to
ary rights tv which any such director, officer or employee may otherwise be entitied
by conact or &5 2 matter of law and, in the event of such person's death, such rights -
shal} extend o his heirs and legal representatives,

ARTICLE X,
CERTIFICATES OF STOCK

SECTION 1. Form. Every holder of stock in the Carporation shall be entitled to
have & certiftcate signed by, or in the name of the Corporation by, the Chairman of the
Board, or the Chairman of the Executive Committes, or the President, or 2 Vice
President, and the Treasurer or an Assistant Treasurer, or the Secretary or an Assistant
Secretary of the Corporation certifying the number of shares owned by bim in the
Corpomation. 1f such certificate is ccmttcrsigmd (1) by a wansfer agent ather than the
Corporation of its smployze, or {2) by & register ofher than the Corporation o7 i
employes, the smgmm-ﬂ-s of the officers of the Cmporahcm may be facsimiles. in case
any officer who has signed or whose facsimile signanure has been placed upon 2
certificate shall have ceased to be such officer before such certificats 1s issued, it may

be issued by the Corporation with the same cffﬂc:t &5 if he were such officer at the date
of issue. .



11

SECTION 2. Transfer. Upan surrender to the Corporation or the mansfer agent of
the Corporation of & certificate for shares duly endorsed or accompanied by proper
evidencs of succession, assignment or authority 1o transfer, it shali be the duty of the
Corporation 1o issue & new certificate to the parson entitled thereto, cancel the old
certificats and record the yansaction upon s ‘books,

SECTION 3. Fixing Date for Determination of Stockholders of Record, In order
that the Corporation mey determine the Stockholders emtitied to notice of or to vote gt
any meeting of stockhoiders or at any adjournment thereof, or entitled to receive
payment of any dividend or dismibufion or allotnent of any rights, or entitled to
exercise any rights in raspect of any change, conversion or exchange of stack or for
the purpose af any other lawful action, the Board of Directors mey fix, in advence, a
record dete, which shall not be more then s'xxty nor less than ten days before the date
of such meeting, nor maore than su:ty days prior to any pther ection,

SECTION 4. Holder af Record. The Corporztion shall be entitied to treat the
holder of record of any share or shares of stock as the holder in fact thereof and
accarding‘y shall nat be bound to recognize any equitable or other claim to or interest
in such share on the part of any other person, whether or not it shall heve express or

othey notice thereof, save s expressly provided by the General Cmporatmn Law of
the State of Delaware,

~ SECTION S, Loz, Stolen or Destraved Certifictes.  Awy person clziming 2

certificats of stock 6 ‘be iost, stolen or -destroyed shall make an affidavit or

affirmation of that fact and advertise the same in such manner as the Corporation may
require and shall, if the Corporation 0 requires, give the Corporation & bond of
indemnity, in form and with one or more sureties satisfactory to the Corporation and
in an amount deemed by the Corporation sufficient to indemnify the Corporation,
whereupon a new cettificate may be issued of the same tenor and for the same
number of shares as the one alleged to be lost, stolen or destroyed.

ARTICLE X,
NOTICES

SECTION 1. Notice by Mail, Whenever under the provisions of the General
Corporation Law of the Swmte of Delaware, or of the Restated Certificate of
incorporation or of these By-Laws notice is required 10 be given 1o any director or
stockholder, such notice may be given i wiiting by mail, addressed tw such director
or stockholder at his address as it appears on the records of the Corpuﬁiion by
depositing the same in a post office or letter hox, post prepaid and such notice shall be
deemed 1o be given at the time when the same shall be thus mailed. |

Amendment
anthorized March 6,
V0BS5S, affactive May
13, 1985,
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SECTION 2. Waiver of Notice, Any netice required to be given under these By-
Laws, the Restawed Cerfificate of Incorporation, or the General Corporation Law of
the State of Delsware, may be waived in writing, signed by the person ar parsons
entitjed to said notice, whether bafore or afizr the time stated therem, and such writen
waiver shall be destmed squivalent to notice, Neither the business to be transacted at,
nor the purpose of, any regutar or special mesting of the stockholders or of the Bogrd
of Directors {or commitiees thereof) nead be specified in any written waiver of notice..

ARTICLE X1,
INSPECTION OF BODKS

The Board of Directors shall determine from fime to time whether and, if
allowed, when and under what conditions and reguiations the accounts and books of
the Corporation (sxcept such as may by statute be specifically open to inspection) or
any of them shall be open fo the inspection: of the stockholders, and the stockholder's

" rights in this respect are and shall be restricted and Hmited accordingly.

ARTICLE X1
CHECK AND NOTES

‘The moneys of the Corporation shall be-deposited in the name of the Corporation
in such bank or banks as the Chairman of the Board, the Chainnan of the Execittive
Commitee, the President or 2 Vice President and the Treasorer or an Assistant
Tressurer of the Corporation may from time 1o time designate, and al} checks, notes,
arafts and bills of exchange of the Corporation shall be sigeed by such officers or
agents gs the Chairman of the Bonrd, the Chairman of the Executive Commitiee, the

President or & Vice President, end the Treasurer or an Assistant Treasurer of the
Corpuration may from time to time desipnmes, &

ARTICLE XIIL
FISCAL YEAR

The fiscal year shall begin the first day of Jenuery in each year,

ARTICLE X1V,
AMENTMENTS TO THE BY-LAWS

SECTION L. By the Stockholders. Subjest 1o the provisions of the Restated
Certificate of Incorpomtion, these By-Laws may be altered, amended or repealed, or
new By-Laws tnacted, at any special mesting of the stockholders if duty catled for
that purpost (provided that in the notice of such special mesting, notice of such
purpose shall be given), or & any annual mesting, by the effirmative voie of &
majority of the stock represented and entitied to vote ttv:rsat,

SECI'ION 2. By.the Board of Direciors.  Subject to the laws of the State of
Delaware, the Rastated Certificate of incorporation and these By-Laws, these By-

" Laws may also be altered, amended or repealed, or new By-Laws enacted, by the
Board of Directors af any meeiing of the Board of Directors.

Amengment
zuthorized March 6,
1985, effective May
13, 1605,

Amendment
authorized March 6,
1983, affective May
13,1985,



Hess Small Business Services, LLC
Exhibit A-16
Secretary of State

HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT A-16

Exhibit A-16 “Secretary of State”: Provide evidence that the applicant has registered
with the Ohio Secretary of State.

Response: Please see the enclosed documentation confirming Hess Small Business
Services, LLC’s registration with the Ohio Secretary of State.



*201135600090*

DATE: DOCUMENT ID  DESCRIPTION FILING EXPED  PENALTY CERT CoPY
12/22/2011 201135600090  REG. OF FOR. PROFIT LIM. LIAB. CO. 125.00 200.00 00 00 .00
(LFP)
Receipt

This is not a bill. Please do not remit payment,

CT CORPORATION SYSTEM

ATTN: JAMES H. TANKS 1
4400 EASTON COMMONS WAY, SUITE 125

COLUMBUS, OH 43219

STATE OF OHIO

CERTIFICATE
Ohio Secretary of State, Jon Husted

2069416

It is hereby certified that the Secretary of State of Ohio has custody of the business records for

HESS SMALL BUSINESS SERVICES, LLC

and, that said business records show the filing and recording of:
Document(s) Document No(s):
REG. OF FOR. PROFIT LIM. LIAB. CO. 201135600090

Witness my hand and the seal of the
Secretary of State at Columbus, Ohio
this 21st day of December, A.D. 2011.

United States of America ; d
State of Ohio
Office of the Secretary of State Ohio Secretary of State




Hess Small Business Services, LLC
Exhibit B-1
Jurisdictions of Operation

HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT B-1

Exhibit B-1 “Jurisdictions of Operation”: Provide a list of all jurisdictions in which
the applicant or any affiliated interest of the applicant is, at the date of the filing of the
application, certified, licensed, registered or otherwise authorized to provide retail or
wholesale electric services.

Response: Hess Small Business Services, LLC (“HSBS”) is authorized to provide
retail electric services in New York, New Jersey and Pennsylvania and retail gas
services in New York, New Jersey and Ohio.

Hess Corporation (“Hess”), HSBS’s corporate parent is authorized to provide retail
electric services in: New York, New Jersey, Pennsylvania, Delaware, Maryland,
District of Columbia, Connecticut, Rhode Island, Massachusetts, New Hampshire,
Maine and Ohio.

Hess is authorized to provide retail gas services in New York, New Jersey,
Pennsylvania, Delaware, Maryland, District of Columbia, Virginia, North Carolina,
South Carolina, Georgia, West Virginia and Ohio.

Hess and HSBS are wholesale power marketers with market-based rate
authorization granted by the Federal Energy Regulatory Commission under FERC
Docket Nos. ER-06-1280 and ER-11-3623, respectively.



Hess Small Business Services, LLC
Exhibit B-2
Experience & Plans

HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT B-2

Exhibit B-2 “Experience & Plans”: Provide a description of the applicant’s
experience and plan for contracting with customers, providing contracted services,
providing billing statements, and responding to customer inquiries and complaints in
accordance with Commission rules adopted pursuant to Section 4928.10 of the Revised
Code.

Response: Hess Small Business Services, LL.C (“HSBS”) is currently a licensed
electric supplier in New York, New Jersey and Pennsylvania and licensed gas
supplier in New York, New Jersey and Ohio. Currently, HSBS serves approximately
3,000 customers across the New York and New Jersey geographic portions of this
footprint. As a wholly-owned subsidiary of Hess Corporation (“Hess"), HSBS
utilizes the operations infrastructure of Hess’ Energy Marketing division to ensure
reliable delivery of products and services to its customers.

Hess Corporation is a leading total energy provider in the Eastern United States.
Hess is a retail electricity provider for approximately 4,000 commercial and
industrial customers located in 11 states and 36 electric distribution company
service territories within its retail electric marketing footprint. Through our
experiences in serving these customers over since entering the retail electric
marketing business in 1999, Hess is experienced in the full business cycle of electric
marketing including: contracting, contract administration, load aggregation,
procurement, forecasting and scheduling, risk management, energy management,
customer service and billing and all other customer protections enumerated in
Section 4928.10 of the Revised Code.

With respect to customer billing, HSBS operates a proprietary customer
information system that produces billing statements for its customers and contains
the information needed to respond to customer inquiries and complaints. The
system retains customer information for a minimum of three years.

With respect to customer inquiries, customers interested in obtaining information
about HSBS have a variety of options through HSBS’s: (1) Website
(www.hesssmallbusiness.com); (2) Toll-Free Number (888-494-4377); (3) Sales
Representative in the Region (Don Diel, Regional Sales Manager, Phone: (412) 494-
7209, Fax: (412) 494-7201, E-Mail: didel@hess.com).

With respect to customer service, our toll-free call center and local marketing
representatives are available during normal business hours and Hess* website can
be accessed 24 hours a day.


http://www.hesssmallbusiness.com

Hess Small Business Services, LL.C
Exhibit B-2
Experience & Plans

With respect to customer complaints and dispute resolution, customers may contact
our toll-free number at (888) 494-4377 or e-mail the HSBS Quality Service
Department at smallbusiness@hess.com. Complaints or disputes not settled within
60 days may be submitted to the Ohio Public Utility Commission for resolution and
HSBS will fully comply with any additional rules and requirements set forth by the
PUC with respect to customer complaints and dispute resolution process.




Hess Small Business Services, LLC
Exhibit B-3
Summary of Experience

HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT B-3

Exhibit B-3 “Summary of Experience”: Provide a concise summary of the
applicant’s experience in providing the service(s} it is seeking to be certified to provide
(e.g., number and types of customers served, utility service areas, amount of load, etc.).

Response: Hess Corporation (“Hess”) is a $42 billion energy company with over 79
years of experience in providing reliable energy services to retail customers. Hess,
which began serving retail electric customers in 1999, serves approximately 4,000
commercial and industrial customers and 5,500 peak megawatts across 11 states, 36
EDC service territories and three Independent System Operators, As such, Hess is
experienced in the full business cycle of electric marketing including: contracting,
contract administration, load aggregation, procurement, forecasting and scheduling,
risk management, energy management, customer service and billing and all other
customer protections enumerated in Section 4928.10 of the Revised Code. Hess also
actively participated in regulatory proceedings throughout the states in which it
serves. Hess is currently a licensed Competitive Retail Electric Supplier in Ohio
(Certificate Number 10-208E(2)).

Hess Small Business Services, LLC (“HSBS”), a wholly-owned subsidiary of Hess
Corporation, is currently a licensed electric supplier in New York, New Jersey and
Pennsylvania and a licensed gas supplier in New York, New Jersey and Ohio,
serving approximately 3,000 customers throughout this geographic footprint with a
heavy concentration in New York and New Jersey. Through its use of Hess
Corporation’s Energy Marketing division’s operations infrastructure, HSBS is
experience in the full business cycle of electric marketing including: contracting,
contract administration, load aggregation, procurement, forecasting and scheduling,
risk management, energy management, customer service and billing and all other
customer protections enumerated in Section 4928.10 of the Revised Code. Hess and
HSBS also actively participate in regulatory proceedings throughout the states in
which they serve,



Hess Small Business Services, LLC
Exhibit B-4
Environmental Disclosure

HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT B4

Exhibit B-4 “Environmental Disclosure”: Provide a detailed description of how the
applicant intends to determine its (a) generation resource mix, and (h) environmental
characteristics, including air emissions and radioactive waste. This information shall
include sufficient discussion so as to detail both the annual projection methodology
and the proposed approach to compiling the quarterly actual environmental disclosure
data. Additional details on this requirement may be obtained by referring to 4901:1-
21-09.

Response: Hess Small Business Services, LLC (“HSBS”) expects the generation
resource mix and environmental characteristics of the power it sells to customers in
Ohio to consist of the average regional generation resource mix and average
regional emission rates for air emissions and radioactive waste. Such data is
available to HSBS through regional wholesale markets in which it actively
participates (e.g., the PIM GATS database). HSBS intends to use the regional
average data published by this source or any other source approved by the
Commission. Hess intends to disclose environmental data to customers and the
Commission through environmental disclosure labels in a manner fully consistent in
both format and timing as set forth in Rule 4901:1-21-09.



Hess Small Business Services, LLC
Exhibit B-5
Disclosure of Liabilities and Investigations

HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT B-5

Exhibit B-5 “Disclosure of Liabilities and Investigations”: Provide a description of
all existing, pending or past rulings, judgments, contingent liabilities, revocation of
authority, regulatory investigations, or any other matter that could adversely impact the
applicant’s financial or operational status or ability to provide the services it is seeking
to be certified to provide.

Response: None.



Hess Small Business Services, LLC
Exhibit C-1
Annual Reports

HESS SMALL BUSINESS SERVICES, LLC
EXHIBIT C-1

Exhibit C-1 “Annual Reports”: Provide the two most recent Annual Reports to
Shareholders.

Response: Enclosed please find Hess Corporation’s 2011 and 2010 Annual Reports.
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COMMON STOCK

Lisled New York Stock Fxchange tcker symbo THES)

Transfer Agent and Registrar
Computershare Shareowner Services LEG
450 Washington Boulevard

Jergey City, NJ 07310-1800

Telephone: 1-885-203-6215

Mt avesw. bymallon.com/shareswnerisd

DOCUMENTS AVAILABLE

Copies of the Corporation’s 2071 Annual Repart on
Form 10-K. Quarterly Heports on Form 10-0Q, Current
Reports on Form 8 K and its annual proxy slalement filed
with the Securities and Exchange Commission, as wol as
the Carparation’s Cade of Business Conduct and Ethics,
its Corparate Governance Guidelines, and charters of

the Audit Committee. Compensation and Management
Development Committec and Corporate Governance and
Nominating Commitiee of the Board of Direclors. are
available, without charge. on our Web site isted balow or
upon writlen reguest to the Corporate Secretary, Hass
Corporation, 1185 Avenue of the Americas, New York.
New York 10036, e-mail: corporatescoratary@hess.com

The Corporation has also filed with the New York
Stack Exchange ("NYSLC" its annual cerliication that the
Corporation's chief executive otficer is not aware of
any violation of the NYSE's corporate governance
standards. The Corporalion has also filed with the
SEC the certifications of its chief executive officer
and chief financial officar required under SEC Rule
13a-14(a) as exhibits to its 2011 Form 10-K.

ANNUAL MEETING

The Annual Meeting of Stockholders will be held
on Wednesday, May 2, 2012, 1 Hess Plaza,
Woodbridge, New Jersey 07095,

DIVIDEND REINVESTMENT PLAN

Inlzrmalion concerning the 12 vidend Sainvestment
I’lan available 1o holders of Hess Coruorasion commaon
stock may e oblained by wiitng to Computershare
Snarcovner Sorvices, Dividend BReinvesiment
Depariment, P, O, Box 358015, Prtsburgh PA
156252-8015, or by caling 1 866 203-6215

CORPORATE HEADQUARTERS

tHess Corporalion

1185 Avenuc of the Americas
Newe York, NY 10033
212-997-8500

OPERATING OFFICES

Exploration and Production
Hess Corporation

1501 McKinney Street
Houslon. Texas 77010

Hess Limited

The Adelphi Bulding
1-11 John Adam Street
London WC2N 6AG
Cngland

Marketing and Refining

Hess Corporation

1 Hess Plaza

Woadbridge, New Jersey 07095

Hess Web sile
W NESS.com

MIX

Paper from
responsible sources
FSC

weatscoy  FSCY C020268
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OUR
COMPANY

Hess Corporation is a leading global independent energy company
engaged in the exploration for and production of cruce ol

and natural gas, as well as in refining and in marketing refined
oetroleum products, natural gas and electricity. Our strategy is

to build a company that will sustain profitable growth and create

significant shareholder value.

We are committed to meeting the highest standards of corgorate
clitizenship by protecting the health and safety of our employees,
safeguarding the environment and making a positive impact on the

communities in which we do business.
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FINANCIAL AND OPERATING HIGHLIGHTS

HESS CORPORATION

Amounts in millions, except per share data

FINANCIAL — FOR THE YEAR 201N 2010
Sales and other operating revenues $38,466 $33,862
Net income attributable to Hess Corporation $ 1,703 $ 2125
Net income per share difuted $ 5.0 $ 647
Common stock dividends per share $ A0 % A0
Net cash provided by operating activities $ 4,984 $ 4,530
Capitai and exploratory expenditures $ 7,462 $ 5,855
Weighted average diluted shares outstanding 3399 3283
FINANCIAL — AT YEAR END 20M 2010
Total assets $ 39,136 $35,396
Total debt $ 6,057 $ 5,583
Total equity % 18,592 $16,809
Debt to capitalization ratio® 24.6% 24.9%
Common stock price $ 56.80 $ 76.54
OPERATING — FOR THE YEAR 201 2010
Production — net
Crude oil and natural gas liquids (thousands of barrels per day)
United States 94 89
International 172 218
Total L 266 307
Natural gas (thousands of mcf per day)
United States 100 108
Internaticonal 523 561
Total ) 623 669
Barrels of oil equivalent (thousands of barrels per day) 370 418
Marketing and Refining (thousands of barrels per day)
Refining crude runs — HOVENSA L.L.C.%® 142 195
Refined petroleum products sold 430 47

{a} Total debt as a percentage of the sum of total debt and total equity.
{b} Reflacts the Corporation's 50% share of HOVENSA's crude runs.
See Management's Discussion and Analysis of Results.



LETTER TO
STOCKHOLDERS

John B. Hess
Chairman of the Board and Chief Executive Officer

While 2011 was a challenging year operationally, we
continued to make significant progress in increasing our
crude il and natural gas reserves, acquiring strategic
acreage and positioning our company for long-term
profitable growth.

For the year 2011, our company achieved earnings of
$1.7 pillion, or $5.01 per share, reflecting lower crude oil
and natural gas sales volumes, weaker refining results
and the impact of higher crude oil selling prices.

Exploration and Production earned nearly $2.7 billion,
which was comparablg to the previous year. Crude oil
and natural gas production was 370,000 bamels of oil
equivalent per day, an 11 percent decrease compared to
the 418,000 barrels of il equivalent per day we averaged
the previous year. Most of the decline was due to several
short-term setbacks, including weather related delays in
North Dakota, the temporary shut in of the Llano No.3
well in the deepwater Gulf of Mexico, a fire at the Valhall
Field in Norway and civil unrest in Libya. We continue

to make progress in restoring these lost production
volumes. At year end in 2011, we had replaced 147
percent of production at a finding, development and
acquisition cost of about $36 per barrel of oil equivalent.
Our proved reserves stood at 1.573 billion barrels of

oil equivalent and our reserve life was 11.4 years.

In Exploraticn and Production, we made important
strategic acreage acquisitions during the year in the
emerging Utica Shale play in Eastern Ohio and in the
Kurdistan Region of Irag. We gained a leadership
position in the Utica by entering into an agreement
with CONSOL Energy to acquire a §0 percent interest
in nearly 200,000 acres and acquiring Marquette
Expleration for another 85,000 acres. With these
transactions, the company now has the critical mass

in shale resources to make a significant contribution
to our future production and reserve growth with
lower risk than has been the case in the past. We
also acquired an 80 percent interest in two highly
prospective blocks covering mare than 670 square
miles in a major petroleum province in Kurdistan.

Marketing and Refining kost $584 million. This loss
included an after tax charge of $525 million following
the difficult decision to close the HOVENSA joint venture
refinery in St. Croix, U.S. Virgin Islands and operate the
complex as an oll storage terminal. HOVENSA examined
every option to maximize value, but ultimately severe
financial losses due to adverse market conditions left

no other choice. The Retail and Energy Marketing
businesses, which earnaed $185 million i 2011, will
continue to be a strategic part of our portfolio with a
well established brand that generates attractive financial
returns and offers selective growth opportunities.

Our financial position remains strong. Cur debit to
capitalization ratio at year end was 25 percent, which
was essentially unchanged from a year earlier. In 2012,
our company’s capital and exploratory expenditures
are budgeted at $6.8 billion, with substantially ali
dedicated to Exploration and Preduction. We plan

to invest $2.5 billion, or nearly 40 percent of our
projected spend, in unconventionals. In addition, we
have budgeted $1.6 billion for production, $1.8 billion
for development and $800 million for exploration.

We expeact to fund the majority of our 2012 capital
program from internally generated cash flow and asset
sales. To protect our cash flow, we have hedged
120,000 barrels per day, or approximately 45 percent
of our forecasted oil production for the calendar year
2012, at an average Brent price of $107.70 per barrel.



EXPLORATION AND PRODUCTION

In the Bakken ¢l shale play in North Dakota, we
generated strong growth throughout the second half of
the year and exited 2011 at a net rate of approximately
50,000 barrels of oif equivatent per day, compared

to an exit rate of 20,000 barrels of oil eguivalent in
2010. We continued to develop critical infrastructure
projects, including our crude oil rail loading and
storage facility, which becomes fully operational in

the first quarter of 2012, and the Tioga gas plant
gxpansion, which will be completed in 2013. We also
plan to continue the appraisal of our acreage in the
Eagle Ford Shale in Texas and the Utica Shale.

We continued investmant in our conventional opport-
unities, sanctianing the Tubular Bells project in the deep-
water Gulf of Mexico, in which Hess has a 57 percent
interest and is the cperator. We anticipate first production
in 2014 and expect peak annual net production rate of
about 25,000 barrels of oil equivalent per day. In
Austraiia, we are pursuing commercial options for Block
WA-390-P, where we have had 13 natural gas discoveries
and our appraisal program is ongoing. In exploration, our
company announced a discovery in the Paradise-1 well
offshore Ghana, where we have a 90 percent interest.
The well encountered an estimated 490 ret feet of ail
and gas condensate. Further exploration driling is
planned in 2012.

MARKETING AND REFINING

Refining results were lower than 2010, principally
because of losses associated with our HOVENSA joint
venture refinery, which has completed its shutdown.
Retail Marketing, which has 1,360 gasoline stores along
the East Coast of the United States, experienced a 2
percent decline in both convenience store sales and
average gasoiine volumes, reflecting the weak economic
environment. Retail expanded its popular Dunkin® Donuts
offering to 555 locations. Energy Marketing, which
provides natural gas, electricity and fuel cif to more

than 21,000 commercial and industrial customers in

the Eastern United States, generated strong operating
results with increased sales volumes of natural gas and
electricity. The Bayonne Energy Center, a 512-megawatt,
natural gas fueled power plant that will provide electricity
1o New York City, will begin operations in 2012.

SAFETY AND SOCIAL RESPONSIBILITY

Our employee safety performance improved for the
seventh consecutive year in 2011 but our results
deteriorated in terms of contractor safety. We have
taken aggressive steps to ensure the continuous
impravement in safety for our entire workforce.

Our company is committed to making a long-term
positive impact on the communities where we do
business. In North Dakota. we announced a five-year
$25 mitlion partnership to enhance the transition
from schoel to work for students across the state
beginning in 2012. In Equatorial Guinea, we expect
to begin in 2012 a second five-year phase expanding
our successful partnarship with the government to

help transform primary and secendary education.

Our company alse supported community development
activities in more than 20 countrigs in the areas of youth
and community development, education and health.

Hess was recognized for our afforts to communicate
openly about sustainable business practices. We were
cited by Bloomberg as first among 2,434 oil companies
in the world for disclosure of envircnmental, social and
corporate governance issues. Hess was alsc ranked
Ne. 1 among S&P 500 companies for “Clean Capitatism”
by Corporate Knights, a Canadian magazine promoting
responsible business practices. We were again ranked in
the Dow Jones Sustainability Index for North America
and included in NASDAQ CRD Analytics Global

Sustainability Index.

We deeply appreciate the hard work and dedication
of our employees to build a company to sustain
profitable growth. \We are grateful, as always, for
the outstanding advice and guidance of our Board
of Directors. We especially want to thank you, our

stockholders, for your continued interest and support.

3&\6#&&

John B. Hess
Chairman of the Board and Chief Executive Qfficer
March 7, 2012 ’
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OUR GLOBAL OPERATIONS

We continue to make significant progress in increasing our crude
oil and natural gas reserves, acquiring strategic acreage and

positioning our company for long term profitable growth.
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EXPLORATION AND PRODUCTION
HIGHLIGHTS

* Doubled Bakken production to 30 mboe/d despite

harsh winter weather and s » spring floods

* Executed strategic entry into emerging Utica Shale play

in Ohio where Hess now has nearly 200,000 net acres

* Sancticned the Hess operated Tubular Bells
development in the deepwater Gulf of Mexico

* Encountered 430 feet of net hydrocarbon pay at the
Hess operated FParadise-1 well in Ghana

* Acquired two promising exploration blocks in the
Kurdistan Region of lrag covering a combined area
of approximately 670 square miles

AUSTRALIA

$
5

MARKETING AND REFINING
HIGHLIGHTS

ranced construction of a §12-megawatl natural
fired power plant in Bayonne, N.J which whean
tional in 20

wvill generate enough electricity

to include Philadelphia hartor

» Opened three new Hass Express locations and
expanded our Dunkin' Donuts offering to a total of

555 sites
» Achieved outstanding safety performance

» Closed HOVENSA joint venture refinery in St. Croix,
U.S. Virgin Istands after three years of losses




EXPLORATION
AND PRODUCTION

With the addition of our newly acquired acreage position in
the Utica Shale, the company now has the critical mass in
shale resources to make a significant contribution to our future

production and reserve growth.



PRODUCTION

In 2011, net production averaged 370,000 barrels

of oil equivalent per day, down from 418,000 barrels
of cil squivalent per day in 2010. This decrease
primarily resulted from short-term setbacks, ncluding
severe weather in North Dakota, the temporary
shut-in of the Llano No. 3 well in the Gulf of Mexica
because of mechanical issues, a two month shut-in
of the non-operated Valhall Field in Norway due to

a fire and civil unrest in Libya. We continue to make
progress restoring lost volumes at these assets.

Net production from the Bakken doubled to 30,000
barrels of cil equivalent per day from 15,000
barrels of oil equivalent per day the previcus year,

despite harsh winter weather and severe floeding

in the spring. We generated strong growth thraughout

the second half of the year and exited 2011 at a
net peak rate of approximately 50,000 barrels of oil
equivalent per day. We also continued to invest in
infrastructure projects, including our crude oil rail
loading facility and the Tioga gas plant expansion.

In May, we commenced initial production in the
Fagle Ford Shale in Texas, where we have more
than 100,000 net acres. By year end, we had drilled
28 new wells in the Eagle Ford and completed

22. We plan to continue to delineate our acreage
position, cperating a three rig program and

drilling approximately 25 to 30 wells in 2012.

In the deepwater Gulf of Mexico, nét production from
the Shenzi Field in which Hess has a 28 percent interest



Okume Complex, Equatorial Guinea

averaged 29,000 barrels of oil equivalent per day. In
March, the United States government granted approval
to continue drilling the previously suspended Shenzi
production well, A second Shenzi production well and
a water injection weli were also driled and completed.
Additional wells are planned in 2012 and 2013,

Equatorial Guinea Block G, in which Hess halds an
85 percent interest and is the operatar, produced

at a net rate of 54,000 barrels of oil equivalent

per day. A 40 seismic survey of the block has
identified additicnal drilling opportunities to extend
the life of the fields, In Russia, a subsidiary in
which Hess holds a 20 percent interest drilled 28
walls with production reaching a net rate of 50,000
barrels of oil equivalent per day at year end.

DEVELOPMENT

We achieved a significant milestone in the third
quarter of 2011 with the sanctioning of the Tubular
Bells project in the deepwater Gulf of Mexico, in
which Hess has a §7 percent interest and is the
operator. Hull and topsides fabrication commenced
and first production is targeted for 2014,

Several projects in Eurcpe hit important milestones. In
the Norwegian North Sea, redevelopment of the Valhall
Field (Hess §4%) progressed with the completion

of the new living quarters in March and startup of

gas lift at the Valhall Flank South wellhead platform

in June. In the United Kingdem, the Schiehallion

Field (Hess 18%} Floating Producticn, Sterage and
Offloading Vessel (FPSO) replacement project was
sanctioned. In Denmark, fabrication of the platform
jacket and deck commenced for Phase 3 development
of the South Arne Field (Hess B2%, operator).

In Australia, appraisal of Block WA-390-P (Hess 100%,
operator) is expected to be completed in 2012 and
we are pursuing commercial options with potential

liquefaction partners.

Development of the Malaysia Thailand Joint
Development Area (JDA} (Hess 50%) progressed
with the installation of welhead platform No. 7,
fabrication of platform Ne. 8 and sanctioning of
platforms No. € and No. 10. In Indonesia, Ujung
Pangkah’s {Hess 75%, operator) central processing
and accommodation and utility platforms were
complated and gas production commenced in June.

EXPLORATION

In Ghana, the Paradise-1 well was completed on

the Deepwater Tano Cape Three Points Block and

a Netice of Discovery was filed with the Minister

of Energy of Ghana. The well encountered an
estimated 490 net feet of il and gas condensate
pay over three separate intervals. Hess is the
operator and has a 90 percent interest in the license.
Additional exploration drilling is planned in 2012,
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In Australia's Beetaloo Basin, Hess announced a
partnership with Falcon Qil & Gas on the EP76, 117

On the Semai V Block in Indonesia, the Andalan No.
and No. 2 wells were completed without encountering
commercial quantities of hydrocarbons. Hess is and 98 licenses. These licenses covar mare than 6.2
the operator and has a 100 percent interest in the million acres in a large under-explored basin in narthern
license. Data from both wells are being processed Australia with conventional and unconvantional
and interpreted. On Block CA-1 in Brunei, the potentiai. Hess has an option to earn a 63 percent
Julong Center well was completed but did not interest in the area. A 2D seismic program cemmenced

encounter commercial guantities of hydrocarbons. in 2011 and will continue in 2012,

Hess has a 14 percent intarest in the license

. ) In Kurdistan, Hess and partner Petroceltic
and additional wells are planned during 2012, P

International signed production sharing contracts (PSE)

In Peru, on Block 84 in the Maranén Basin, the - with the Kurdistan Regional Government of Irag for
Situche Norte 4X well spud in November and will be the Shakrok and Dinarta blocks. Hess is the operator
cempleted in 2012, This well follows the previous and has an 80 percent paying interast in these licenses.
Situche Central light il discoveries. Hess has a 50 " The blocks are located nertheast of Erbil and cover
percent working interest with Talisman as operator. a combined area of approximately 670 square miles.

Each PSC has an initial three-year exploration period

In August, our company acquired Marquette \ ‘ L . N
9 pany acq q in which the joint venture plans to acquire 2D seismic

Fxploration for approximately $750 million, which and drill at least one exploration well in each block.
included 85,000 net acres in the emerging Utica
Shale play in Ohio. This transaction was followed
by the formation of a joint venture with CONSOL
Energy that added an additional 100,000 net
acres in Ohio, bringing our position in the Utica

te nearly 200,000 net acres. In 2012, we plan to
acquire more than 400 square miles of seismic

and drill approximately 29 appraisal wells.

n
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MARKETING
AND REFINING

Our Retail and Energy Marketing businesses remain a strategic
part of our portfolio with a well established brand that generates

strong financial returns and offers selective growth opportunities.

12



REFINING

HOVENSA. g junt venture between 1Hess Corporatior
and Petrolecs de Venazuegla 5.4, announcad in
sanuary 2012 1that L woudld shutdown its refinary
on 5t Crox. Uniled States Viqgin Islands. Following
the shutdown. the complex will cperate as an oil
storage termmal, _osses at the HOVENSA refinery
totalec 51.3 bill on over the past three years and
waore projected to conlinue, These losses were
calsed primarily by weakness in demand for refined
petreleum products cue to the global ecoromic
stowdown and the addition of new refring canaacity
in emerging markels. In the past three yvears, these

raclors have caused the closure of 18 refinerias in the

United Slales and Eurgpe with capasity totaling

more than 2 mithon barrelz of il pe day, Ir
addition. lhe low orice of ratural gas in the
Unitec States put HOVENSA ar oi-‘ueled

refinery, at 2 competibive disadvarage.

Hzss™ Port Reading. New Jarsey, fluid catalyt ¢
crac<ing (FCC) facility lccated near New York
Harbor oroduces gasoline ard fuel oil primariy for
markéels in the Northeast United States. The facility
averaged feedsiock runs of anour 63.000 barrels
per day 1~ 2011 versus 55,000 barrels cor day in
201G, leedstock runs were higher in 2071 due 1o

a planned major turnaround the pravious year,

13



SUPPLY & TERMINALS

ey

Hess operales a nelwork of 20 refined product
onrinas on the East Coast of the Uniec Stales. as
wali as an o | storage tacility m St Lacia. O East
Const torminas provide the corrpary a compeualive

advantagao in the supply of retined croducts Lo our

lHotal, and Encrgy Marketing businesses.

ENERGY MARKETING

Hess Cnergy Mar-keting iz a major supplier ot
nazural gas, e ectricity and fuel oil to commersia,
industrial a2nd utility customers n the [Castarn Lniten
Silales. In 2011, natural gas end e'ectricity vOlLMes
grew and gperating marging improveo cug to strong
sdoply oplirizalon resd ls, m 2017 constraction
cenlinued i New Jersey on the Bayonre Energy
Center. a b1Z-megawall. nalural gas fueled e ectric
power plant 50 percent owned vy —ess Corporaton,
Once operational in mid-2012, the facility will
generate enough slectiic ty lo zower aporoximalely

500,000 hemes in the New Yoark O ly area.

RETAIL MARKETING

Homil Marketirg is the leading indepencent gascline
cenvancace store retaler o the East Cossl wilh
1,380 Hoss branded locations, Anrual convenience
store revenues in P00 1 excluding potrolcum preducts
were approximataiy 5.2 billion, 2 decrease ¢of

2 percert rom 2010, Overall siore gross margirs.
howaver, increased in F011 vorsas thao prior yoear.
driven oy improved stose offerings includ ng

deve opmert of a new fresh food corcept and
testing of nazionally branded cuick-serve restaurans

concepts.

1 additich, cur ng the yvear the company oporod
three new | ICS3 CXPRESS locations ana expandead

its successful Cunkir® Zonuts offering to a total

of 555 Hess and W lcoHess locations,



Bayonne Energy Center, New Jersey
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CORPORATE AND
SOCIAL RESPONSIBILITY

We are committed to effective stakeholder engagement and
strategic social investments in our host communities that lead

to sustainable and measurable improvements, especially In

education and health.



SOCIAL RESPONSIBILITY

Our comrpary 1s commitled to helpirg meet the
worle's increasing demand for energy in a marner that
safeguards aur employees, oresa-vos the cnvircnmant
and ma<cs a postive impact on e communites
where we operate. We sirive each day to ne a
trusted energy pariner to communities. employees,
husiness partners, customers and inveslars

through sugtainable business practices, wh'ch we
believe are essential -0 our icense o oporate.

Employse safety parformance improved for the
seventh censcoutive yoar n 2011, Contractor
safely perfermarce delenorazed, driven primarily by
sigmfcantly increased activity in ouwr North Dakota
oparations. Wo tcok aggress ve steps (¢ address
this challenge. resuting in marked improvemants
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M aatety performance by vear end We axpect these

iMprovements to continue and we are focusad on

regaining our trend of continuous iImp-ovement n safety,

With cur rapid growt in unconventional ene-gy
reacurcaes, wo tock meoasures to assuqe the punlic sbou:
our approach Lo bydradlic fractaring. We regstered

as a voluntary user of the web based Frackocus
datahase. www FracFocus org. where we pubbicly
disclose the chemical composition of drilling fluids,

While we are focused on greventing safety, healtn and
envircnmental ircidents, we recognire the importance
of maintairing a high level of omorgercy response
provaredness. As part of ar eflorl o learn from the
Macordo incicent in the Guif of Mexico, 1ess carriad
QLT a comprehensive revicw of our emergency resoonse
preparalions, We jeined lhe Manne Well Containment

17
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Hess volunteers help in commumty lﬁ Idl'ﬁ"'ﬂ”o

Company and Heix Weill Contarrmer: Group,

gving us access to rapid v dep oyvable g atz of the

ar: cor-ainmeant response systems. I addition.

Hess scaqticipaied in industry workeng groups anc

task forces focusing or emergency preparcdnoss

and resoconse capabilities in tho United States

and g obally. AT the sama sime. we conlinngo Ine

integrity o cur deepwaler drilhing operating methods

and adnerence to worldwide drilling standards

Wilh respect 1o ¢ imete change, |ass has ma<en

measuras 1o assess, Monitor and recuce ous carkon

footprint at cxsting and tuture operations. We mace

Llok

consideratye progress lWoward our 2013 qgoal of a

20 percent reduct on o greenhouse gas emissions
irtensity hased on a 2008 bhasel re, We decrsasec
v Algeriz anc ScLateria

flar rg trorm operations o1

Gu nea by more than 50 percent curing the pas:

several vears, achizsving ou- flare reduchor targe:

ahearl of schedule, Our climate changs stralegy
alse meludes the purchase of certified renewab e
energy certificates equivalent 1o at least 10 poreent
ot our annual net purchased eleclricily. along with
lhe purchase of cerlified carbon offsels to ensure
tha: the impact of our commercial ar travel is

Hess

Carbion Disc osure 2roject's

carbon noutral. For the third conseculive vear,
was included n the
Global 500 ana 5&P 500 leadorship Incexes for

tho quality o our ehmate chaige disclosure,

18

Dakota

Iless iz an active supoorter of several international

multh etakeholdes amoworks that seck to protect
the environment, promoie transparency and advance
hitiman rights, inc'ud rg the Cxeractve Indastries

Iransparency Initiative, the Jnited Natiors Glooal
Con

and Human Rghts and the Intarnational | abour

noacl, (ke Volunlary Prnciples on Seclrity
Organization’s [uadamental Princiales ard Rights

at Wor«,

We are committed to oftoctive stakahelder

engagemeant and sirategic soc al nvestmeants r
our host communities that lead 1o sustainable and
measurable improverents. especialy in ecucation
I he tirs

in Equalonal Guinea Lo improve primary educaton s

and health, st tive-yvoor phase of odr pattnesship

N

nearing completicn. A second five year program will

laanch in sarly 7017 and wilt focls on strengthenng
socondary coucation and vocatioral traning. We wili
alse conlinue efforls Lo sapport primary educat:on,
Ir Neorth Dakota, we announcad a fve year 525

m lion cartnership with the state government to
enhance secondary, higier and vocalional edacation
in crdar to better prepare studeris ta succced 1 the
worktorce, The compary alse supporled activilies
in more than 20 countries n the areas of youtn and

community deve.opment. education and health.
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PART 1

Items 1 and 2. Business and Properfies

Hess Corporation (the Registrant) is a Delaware corporation, incorporated in 1920, The Registrant and its
subsidiaries (collectively referred to as the Corporation or Hess) is a global integrated energy company that
operates in two segments, Exploration and Production (E&P) and Marketing and Refining (M&R). The E&P
segment explores for, develops, produces, purchases, transports and sells crude oil and natural gas. These
exploration and production activities take place principally in Algeria, Australia, Azerbaijan, Brazil, Brunei,
China, Denmark, Egypt, Equatorial Guinea, France, Ghana, Indonesia, the Kurdistan region of Irug, Libya,
Malaysia, Norway, Peru, Russia, Thailand, the United Kingdom and the United States (U.5.). The M&R segment
manufactures refined petroleum products and purchases, markets and trades refined petroleum products, natural
gas and electricity. The Corporation owns 50% of HOVENSA L.L.C. (HOVENSA), a joint venture in the U.S.
Virgin Islands. [n January 2012, HOVENSA announced a decision to shut down its refinery and operate the
complex as an oil storage terminal. The Corporation also operates a refining facility, terminals, and retail
gasoline stations, most of which include convenience stores, that are located on the East Coast of the United
States.

Exploration and Production

The Corporation’s total proved developed and undeveloped reserves at December 31 were as follows:

Crude Oil,
Condensate & Total Barrels of
Natural Gas Oil Equivalent
Liguids {c) Natural Gas (BOE) (a)
2011 2014 2011 2010 2011 201¢

(Millions of barrels) (Millions of mcf) {Millions of harrels)

Developed
United States ... ........_..._...._... 190 180 199 199 223 213
Europe(b) ..... ... ... ... ... 212 210 273 424 258 281
Aftica ... .o o 194 215 63 54 204 224
Asia oo 25 22 677 638 138 128
621 627 1,212 1,315 823 846
Undeveloped
United States ...t iiiannn.. 183 124 161 81 210 138
EBurope(b) . ... ... ... .. ... .. ... ... 282 256 290 295 33 305
Africa .. ... o, 56 55 8 9 57 36
Asia ... 27 42 752 898 152 192
548 477 1,211 1,283 750 691
Total
United States . ............ciiirinn.n. 373 304 K] 280 433 351
Europe(b) ... ... ... ..ol 494 466 563 719 589 386
Africa ..o 250 270 71 63 261 280
ASE e 52 64 1,429 1,536 290 320

1,169 1,104 2,423 2,598 1,573 1,537

(e} Reflects natural gas reserves converted on the hasis of relative energy content of six mcf equals one burrel of oil eguivalent (one mcf
represents one thowsand cubic feer). Barrel of oil equivalence does rot recessarily residt in price equivalence us the equivalent price of
narural gas on o burrel of ol equivalent busis has been substantially lower than the corresponding price for crude oil over the recen:
past. See the average selling prices inr the table an page 8.



(b) Proved reserves in Norway, which represented 23% und 22% of the Corporation’s 1otal reserves at December 34, 2041 und 2010,
respectively, were as follows:

Crude (hl, Condensate & Totel Barrels of Oif
Natural Gas Liguids Netural Gas Equivalent (BOE)
2011 2010 2011 20140 2011 2010
(Millions of barrels) (Millions of mcf} (Millions of barrels)
Developed .. ................... 108 o7 137 157 131 123
Undeveloped ..o 00001 185 167 251 247 227 208

Tord ... 293 264 388 404 338 33t

fc) Totel natural pas liquids reserves were 113 million barrels (56 million barrels developed and 57 million barrels undeveloped) at
December 31, 2011 and 102 million barrels (54 million barrels developed and 48 million burrely wndeveloped) ur December 31, 2G10.

On a barrel of oil equivalent (boe) basis, 48% of the Corporation’s worldwide proved reserves were
undeveloped at December 31, 2011 (45% at December 31, 2010). Proved reserves held under preduction sharing
contracts at December 31, 2011 totaled 12% of crude oil and natural gas liquids reserves and 51% of natural gas
reserves, compared with 15% of crude oil and natural gas liquids reserves and 51% of natural gas reserves at
December 31, 2010. See the Supplementary Oil and Gas Data on pages 85 through 93 in the accompanying
financial statements for additional information on the Corporation’s oil and gas reserves.

Worldwide crude oil, natural gas liquids and natural gas production was as follows:

2011 2010 2009

Crude oil (thousands of barrels per day)
United States

Offshore .. ..o 44 52 39
Onshore .. ... i 37 23 21
876
Europe
RUSSIa . . o e e 45 42 37
N OTWaY ™ . e 20 16 13
United Kingdom ... ... ... e e 14 19 21
Denmark ... ... . 1 1112
% 88 8
Africa
Equatorial Guinea .. ... ... .. ... e 54 69 70
LaDYa .. e e 4 23 22
AlgBIIa L e e e e 8 11 14
L T o1 = _lo 14
66 113 120
Asia
Azetbaljan ... .. e e e e e e 6 7 8
Other .« .. e e e 76 3
1313 16
) 249 289 279
Natural gas liquids (thousands of barrels per day)
United States
Offshore .« .o e e e e e e e 6 7 4
OnshOTE .. .. o e e e e A |
B S S 1
BUrope® e e 3 3 3
AR L e e e e e e 1 1 —
o7 1 17 18 14



2011 2019 2009

Natural gas (thovusands of mcf per day)
United States

L0351 {14 o < N 61 70 55
L1141 16 - _2 38 38
oo 108 %3
Europe
L L T 29 29 21
United Kingdom . ... .. i e 41 93 118
Denmark . ... ... e e e e I O Ve
81 134 151
Asia and Other
Joint Developrient Area of Malaysia/Thailand (JDA) .................. 267 282 294
Thailand . . ... e e e e 84 85 85
Indonesia . ... .. e e e 56 30 65
BT e 3 10 2
M a7 s
5 E @ @
Barrels of oil equivalent (perday)®** ... ... ... ... ... .. 0, 370 413 408

*  Narway production for 2011 included 18 thousand barrels per dav of crude oil, I Thouswnd buarrels per day of notural gas liguids and
13 thausand mef per day of narral gas from the Valhall Field. Norway production for 2010 included 14 thousand barrels per day of
crude oil, I thausand barrels per day of ratural gas liguids and 13 thoasand mcf per day of narural gas from the Vathall Field.

=*  Reflects naural gas production converted on the basis of refative energy content (six mcf equals one barrel). Barrel of oif equivalence
does nor necessarily result in price eguivalence us the equivalent price of nawral gax on a barrel of oil eguivalenr basis has been
substentially lower than the corresponding price for crude oil over the recent pust. See the average selling prices in the wble on page 8.

A description of our significant E&P operations is as follows:

United States

At December 31, 2011, 28% of the Corporation’s total proved reserves were located in the United States.
During 2011, 35% of the Corporation’s crude oil and natural gas liquids production and 16% of its natural gas
production were from United States operations. The Corporation’s production in the United States was from
offshore properties in the Gulf of Mexico, as well as onshore properties principally in the Williston Basin of
North Dakota and in the Permian Basin of Texas.

Offshore:  The Corporation’s production offshore the United States was principally from the Shenzi (Hess
28%), Liano (Hess 50%), Conger (Hess 38%), Baldpate (Hess 50%), Hack Wilson {Hess 25%) and Penn State
(Hess 50%) fields.

At the Shenzi Field, the operator is expected to complete initial installation of water injection equipment and
drill additional development wells in 2012, At the outside operated Llano Field, a workover on a shut-in well, which
was producing in excess of 10,000 net barrels of oil equivalent per day prior to shut-in, will be completed in 2012.
Additional development drilling at the Llano Field is planned to commence during the second half of 2012.

During the third quarter of 201 1, the Corporation, as operator, and its partner sanctioned the development of
the Tubular Bells Field (Hess 57%}) in the Mississippi Canyon Block 725 Area in the deepwater Gulf of Mexico.
In 2012, field development will be advanced with the on-going construction of a floating production system and
development drilling that is scheduled to start in the second quarter. First production is anticipated in 2014,

At the Pony prospect on Green Canyon Block 468 (Hess 100%), the Corporation has signed a non-binding
agreement with the owners of the adjacent Knotty Head prospect on Green Canyen Block 512 that outlines a
proposal to jointly develop the field. This agreement provides that the Corporation will be operator of the joint
development. Negotiation of a joint operating agreement, including working interest percentages for the partners,
and planning for the field development are progressing. The project is now targeted for sanction in 2013.
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At December 31, 2011, the Corporation had interests in 289 blocks in the Gulf of Mexico, of which 267
were exploration blocks comprising 1,054,000 net undeveloped acres. with an additional 46,000 net acres held
for preduction and development operations.

{nshore; In North Dakota, the Corporation holds nearly 900,000 net acres in the Bakken oil shale play
{Bakken}. In 2012, the Corporation plans to invest approximately $1.9 billion for drilling and infrastructure in the
Bakken. The Corporation plans to operate 16 rigs with five dedicated hydraulic fracturing crews in 2012.
Infrastructure investments include completion of a crude oil rail loading and storage facility, which is due to
become fully operational in the first quarter of 2012, and continuing expansion of the Tioga gas plant.

In Texas, the Corporation holds a 34% interest in the Seminole-San Andres Unit and is operator, The
Corporation also holds more than 100,000 net acres in the Eagle Ford shale. First production from the Eagle Ford
cominenced in May 2011. During 20112, the Corporation plans to operate three rigs and drill approximately 25 to
30 wells.

In 2011, the Corporation entered into agreements to acquire approximately 85,000 net acres in the Utica
Shale play in eastern Ohio for approximately $750 million, principally through the acquisition of Marquette
Exploration, LLC. The Corporation also completed the acquisition of a 30% undivided interest in CONSOL
Energy Inc.”s (CONSOL) nearly 200,000 acres in the Utica Shale play for $59 million in cash at closing and the
agreement to fund 50% of CONSOL'’s share of the drilling costs up to $534 million within a 5-vear period.
Appraisal of the Utica acreage commenced in the fourth guarter of 2011 and will continue during 2012 with the
acquisition of seismic and the planned drilling of 29 wells.

Europe

At December 31, 2011, 37% of the Corporation’s total proved reserves were located in Europe (Norway
23%, United Kingdom 4%, Denmark 3% and Russia 7%). During 2011, 35% of the Corporation’s crude oil and
natural gas liquids production and 13% of its natural gas production were from European operations.

Norway: Substantially all of the 2011 Norwegian production was from the Corporation’s interests in the
Valhall Field (Hess 64%). At December 31, 2011, the Corporation also held interests in the Hod (Hess 639%) and
Snohvit (Hess 3%) fields. All three of the Corporation’s Norwegian field interests are located offshore.

At the Valhall Field, a multi-year redevelopment project is scheduled 1o be completed in 2012. The project
includes the installation of two new platforms with production, compression and water injection equipment and
living quarters. In addition, further drilling is planned for Vathall in 2012. In the third quarter of 2012, there is
expected to be significant downtime for the operator to complete the project and commission the new facilities.

In August 2011, the Corporation completed the sale of its interests in the Snotrre Field (Hess 1%), offshore
Norway. In January 2012, the Corporation completed the sale of its interests in the Snohvit Field.

United Kingdom: Production of crude oil and natural gas liquids from the United Kingdom North Sea was
principally from the Corporation’s non-operated interests in the Bittern (Hess 28%), Nevis (Hess 27%), Beryl
{Hess 22%) and Schiehallion (Hess 16%) fields. Natural gas production from the United Kingdom was primarily
from the Nevis {Hess 27%) and Beryl (Hess 22%) fields. The Corporation also has interests in the Adantic (Hess
25%), Cromarty (Hess 90%), Fife, Flora and Angus (Hess 85%), Fergus (Hess 65%), [vanhoe and Rob Roy
(Hess 77%), Renee (Hess 14%) and Rubie (Hess 19%) fields. These fields are no longer producing and
decommissioning activities have commenced.

In the first half of 2011, the Corporation completed the sale of a package of natural gas producing assets
including its interests in the Easington Catchment Area (Hess 30%), the Bacton Area (Hess 23%), the Everest Field
(Hess 19%) and the Lomond Field (Hess 17%), as well as its interest in the Central Area Transmission System
pipeline. The Corporation also completed the sale of its interest in the Cook Field (Hess 28%) in August 2011.

Denmark: Crude oil and natoral gas production comes from the Corporation’s operated interest in the
South Ame Field (Hess 62%), offshore Denmark. In October 2011, the Corporation acquired an additional 4%
interest in the South Arne Field increasing its interest to 62% from 58%.

Russia: The Corporation’s activities in Russia are conducted through its interest in a subsidiary operating
in the Volga-Urals region. In the third quarter of 2011, the Corporation acquired an additional 5% interest in its
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subsidiary, increasing its ownership to 90%. As of December 31, 2011, this subsidiary had exploration and
production rights in 22 license areas. During 2012, the Corporation plans to continue drilling and to install gas
treatment facilities that are anticipated to start up in the fourth quarter of 2012.

France: The Corporation’s activities in France are conducted through an agreement with Toreador
Resources Corporation (Toreador), under which it can invest in an initial exploration phase and eam up to a 50%
working interest in, and become operator of, Toreador’s approximately 680,000 net acres in the Paris Basin. An
initial six exploration well program, which was scheduled to begin in 2011, was deferred due to a temporary drilling
moratorium requested by the government prior to the implementation of a law prohibiting hydraulic fracturing. In
2012, the Corporation anticipates drilling up to three conventional vertical wells and continuing geological and
geophysical analysis.

Africa

At December 31, 2011, 17% of the Corporation’s total proved reserves were located in Africa (Equatorial
Guinea 5%, Algeria 1% and Libya 11%). During 2011, 25% of the Corporation’s crude oil and natural gas
liquids production was from its African operations.

Equatorial Guinea: The Corporation is operator and owns an interest in Block G (Hess 83%) which
contains the Ceiba Field and Okume Complex. During 2012, the Corporation intends to drill additional
production wells at the Ceiba Field. Additional development drilling at the Okume Complex is planned to
commence during 2013,

Algeria:  The Corporation has a 49% interest in a venture with the Algerian national oil company that
redeveloped three oil fields. The Corporation also has an interest in Bir El Msana (BMS3) Block 401C (Hess
45%). In 2011, the Corporation sanctioned a small development project at the BMS Field.

Libya: The Corporation, in conjunction with its Oasis Group partners, has oil and gas preduction
operations in the Waha concessions in Libya (Hess 8%). The Corporation also owns a 100% interest in offshore
exploration Area 54 in the Mediterranean Sea, where two wells discovered hydrocarbons.

In response to civil unrest in Libya. a number of measures were taken by the international community in the
first quarter of 2011, including the imposition of economic sanctions. Production ar the Waha Field was
suspended in the first quarter of 2011. As a consequence of the civil unrest and the sanctions, the Corporation
delivered force majeure notices to the Libyan government relating to the agreements covering its exploration and
production interests in order 1o protect its rights while it was temporarily prevented from fulfilling its obligations
and benefiting from the rights granted by those agreements. Production at the Waha Field restarted during the
fourth quarter of 2011 at levels that were significantly lower than those prior to the civil unrest. The
Corporation’s Libyan production averaged 23,000 barrels of oil equivalent per day (boepd) for the full year of
2010 and 4.000 boepd for 2011. The force majeure covering the Corporation’s production interests was
withdrawn at the end of the fourth quarter of 2011, as the economic sanctions were lifted. The force majeure
covering the Corporation’s offshore exploration interests remained in place at year-end but is expected to be
withdrawn in 2012, The Corporation had proved reserves of 166 million barrels of oil equivalent in Libya at
December 31, 2011. At December 31, 2011, the net book value of the Corporation’s exploration and production
assets in Libya was approximately $500 million.

Ghana: The Corporation holds a 90% interest and is operator in the Deepwater Tano Cape Three Points
License where the Corporation drilled an exploration well in 2011 that encountered an estimated 430 net feet of
oil and gas condensate pay over three separate intervals. The Corporation anticipates commencing additional
exploration drilling in the first quarter of 2012, subject to government approvals and rig availability,

Egypt: The Corporation owns an 80% interest in Block | offshore Egypt in the North Red Sea.
Asia
At December 31, 2011, 18% of the Corporation’s total proved reserves were located in the Asia region (JDA

8%, Indonesia 5%, Thailand 3%, Azerbaijan 1% and Malaysia 1%). During 2011, 5% of the Corporation’s crude
oil and natural gas liquids production and 71% of its natural gas production were from its Asian operations.

Joint Development Area of Malaysia/Thailand (JDA): The Corporation owns an interest in Block A-18
of the IDA (Hess 50%) in the Gulf of Thailand. In 2011, the operator continued development drilling and
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wellhead platform construction and installation activities. In 2012, the operator will continue development of the
block by progressing wellhead platform installations and with the anticipated sanction of a compression project.

Malaysia: The Corporation’s production in Malaysia comes from its interest in Block PM301 (Hess 50%),
which is adjacent to Block A-18 of the IDA where the natural gas is processed. The Corporation also owns
interests in Block PM302 (Hess 50%) and Block SB302 (Hess 40%). Technical and commercial evaluations are
underway to assess the development alternatives for these blocks.

Indonesia: The Corporation’s production in Indonesia comes from its interests offshore in the Ujung
Pangkah project (Hess 75%), and the Natuna A Field (Hess 23%). During 2011, a second wellhead platform and
central processing facility were installed at Ujung Pangkah. At the Natuna A Field, the operator completed
construction and installed a second wellhead platform and a central processing platform. The Corporation holds a
100% working interest in the offshore Semai V Block, where it drilled two exploration wells during 2011 which
were both expensed in the fourth quarter. The Corporation also owns a 100% working interest in the offshore
South Sesulu Block, a 49% interest in the West Timor Block, which includes onshore and offshore acreage, and a
100% interest in the Timor Sea Block 1, offshore Indonesia.

Thailand: The Corporation’s natural gas production in Thailand comes from the offshore Pailin Field
(Hess 15%) and the onshore Sinphuhorm Block (Hess 35%).

Azerbaijan: The Corporation has an interest in the Azeri-Chirag-Guneshli (ACG) fields (Hess 3%) in the
Caspian Sea and also owns an interest in the Baku-Thilisi-Ceyhan oil transportation pipeline company {Hess 2%).

Brunei: The Corporation has an interest in Block CA-1 (Hess 14%). In 2011, the operator drilled the
Julong Center exploration well which was subsequently expensed. The operator anticipates commencing further
exploration drilling on this block in 2012,

Kurdistan Region of Iraq: In July 2011, the Corporation signed production sharing contracts with the
Kurdistan Regional Government of Iraq for the Dinarta and Shakrok exploration blocks. The Corporation is
operator and has an 80% paying interest (64% participating interest) in the blocks, which have a combined area
of more than 670 square miles. The terms of the contracts require the acquisition of 2D seismic and drilling of at
Teast one well on each of the blocks over the three year license period.

China: The Corporation has signed a joint study agreement with Sinopec to evaluate unconventional oil
and gas resource opportunities covering approximately 1.7 million acres in China.

Other Exploration Areas

Australia: The Corporation holds a 100% interest in an exploration license covering approximately
780,000 acres in the Carnarvon basin offshore Western Australia (WA-390-P Block, also known as Equus). The
Corporation has drilled all of the 16 commitment wells on the block, 13 of which were natural gas discoveries.
During 2011, the Corporation continued its appraisal program by drilling and flow testing certain wells.
Appraisal of the discoverigs is expected to be completed in mid-2012. Development plans were progressed
during 2011, including the awarding of Front-End Engineering Design (FEED) contracts for a semi-submersible
production platform, subsea gas gathering systems and an export pipeline in the fourth quarter. Negotiations with
potential liquefaction pariners will continue during 2012. In addition, during 2011, the Corporation signed a
participation agreement under which it has the option to earn a 63% working interest in more than 6.2 million
acres in the Beetaloo Basin, Northern Territory Australia.

Peru: The Corporation has an interest in Block 64 in Peru (Hess 50%). The operator has drilled several
exploratory wells on the block that have encountered hydrocarbons. In the fourth quarter of 2011, the operator
spudded the Situche Nerte 4X well which is expected to be completed in mid-2012.

Brazil: The Corporation has a 40% interest in block BM-5-22 located offshore Brazil.

Sales Commitments

In the E&P segment, the Corporation has contracts to sell fixed guantities of its natural gas and natural gas
liquids (NGL) production. The natural gas contracts principally relate to producing fields in Asia. The most
significant of these commitments relates to the JDA where the minimum contract quantity of natural gas is
estimated at 107 million mef per year based on current entitlements under a sales contract expiring in 2027. There
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are additional natural gas supply commitments on producing fields in Thailand and Indonesia which currently total
approximately 45 million mcf per year under contracts expiring in years 2021 through 202%. The Corporation also
has a commitment to supply approximately 15 million mef of natural gas per year in the Bakken under a sales
contract expiring in 2013, The Corporation also has NGL. contracts relating to the Bakken, which commence in
2013. The minimum contract quantity under these contracts, which expire in 2023, is approximately 9.6 million
barrels per year. The estimated total volume of production subject to sales commitments under all these contracts is
approximately 2,422 million mef of natural gas and 96 million barrels of NGL. The Corporation has not
experienced any significant constraints in satisfying the committed quantities required by its sales commitments and
it anticipates being able to meet future requirements from available proved and probable reserves.

Natural gas is marketed by the M&R segment on a spot basis and under contracts for varying periods of time
to local distribution companies, and commercial, industrial and other purchasers. These natural gas marketing
activities are primarily conducled in the eastern portion of the United States, where the principal source of supply is
purchased natural gas, not the Corporation’s production from the E&P segment. The Corporation has not
experienced any significant constraints in obtaining the required supply of purchased natural gas.

Average selling prices and average production costs

2011 2010 2009
Average selling prices (a)
Crude oil (per barrel)
United STates ...ttt e e e e $ 9856 $75.02 $60.67
Europe (b) .. o e 80.18 58.11 47.02
AT L e e e e e e 88.46 65.02 48.91
Al e e e e e 111.71 7923 63.01
Worldwide . ... .. . e e 89.99 66,20 51.62
Natural gas liquids (per barrel}
United SEAIES . ... .ttt it $ 5859 $4792  §3657
Europe (b) ... ..o e e e 75.49 5023 43.23
AR . ot e e e e 72.29 63.50 4648
Worldwide .. .. ... . .. . i, 62.72 50.49 38.47
Natural gas (per mcf)
United States ... ... .. . $ 339 % 370 % 336
Europe (b) ... L. e 8.79 6.23 5.15
Asiaandother ... ... .. e 6.02 593 5.086
Worldwide _ .. ... ... e 596 5.63 4.85
Average production (lifting) costs per barrel of oil equivalent
produced (c)
United SRS ...\ ot $ 1630 S1261  $13.72
Europe (b) ... oo 2513 17.55 15.77
ATTlCa . e e e 15.95 [1.00 10.93
Asiaandother........ ... ... i 10.62 8.16 7.65
Worldwide ... ... e e e 17.40 12.61 12.12

(@) Includes inter-company rransfers valued at approximate market prices and the effect of the Corporation’s hedging activities,

(h) The uveruge selling prices in Norway for 2001 were 3112.38 per barrel for crude oil, $62.07 per barrel for natural gas liguids and
39.77 per mcf for natural gas. The average production (lifiing) cost in Norway in 2011 was 331.09 per harrel of oil egaivalent produced.
The average selling prices in Novway for 2010 were 37947 per barrel for crude oil, 352,26 per burrel for natural gas liguids and
$7.32 per mcf for natural gas. The average production (tifting) cost in Norway in 2010 was 318.33 per barrel of oil equivalent produced.

{e)  Production (lifting) costs consist of amounts incurred 10 operate and mainiain the Corporation’s producing oil and gas wells, reluted
equipment and facilifies, rransportation costs and production and severance faxes. The average production costs per barrel of oil
equivalent reflect the crude off equivedent of nutural gas production converted on the basis of relative energy content (six mof equals one
barrel).

The table above does not include costs of finding and developing proved oil and gas reserves, or the costs of
related general and administrative expenses, interest expense and income taxes.
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Gross and net undeveloped acreage at December 31, 2011

Undeveloped
Acreage (a)
Gross Net

(In thousands)
United States . . . ... e e e e 2,902 2,038
EUIODE (B) - .« oo ee e e e e e et e e e 2,651 1,266
% 5 T T U 8,009 4,625
Aslaand O har . . .. o e e 11,250 6,960
TOtal (€] . it e e e e e 24 812 14,889

() Includes acreage held under production sharing cortracts.
{b)  Gross und net undeveloped acreage in Norway was 841 thousand and 132 thousand, respectively.

e} Livenses covering upproximaiely 29% of the Corporation’s net undeveloped acreage held at December 31, 2011 are scheduled tv vxpire
during the next three vears pending the results of exploration aciivities. These scheduled expirations are largely in Asia. South America
wnd the United States.

Gross and net developed acreage and productive wells at December 31, 2011

Developed
ApAp;:il;eiﬁﬁg to Productive Wells (a)
Productive Wells il Gas
Gross Net Gross Net Gross Net
(In thousands) -
United States .......... v 972 684 1,446 730 65 51
Europe(B) ... ... oo 1,013 787 282 189 21 2
Africa ... ... 9,832 933 903 130 — —
ASI. ... 2200 630 80 10 461 102
Total .o 14,019 3,034 2,711 1,059 547 155

(e} Includes multiple completion wells (wells producing from different formations in the same bore hole) totaling 28 gross wells and 19 net
wells.

th) Grass and net develaped acreage in Norway was 132 thousand and 43 thousand, respectively. Gross and ret productive oif wells in
Norway were 44 and 29, respectively. Gross and nef productive gas wells in Narway were 9 and 1, respectively.

Number of net exploratory and development wells drilled at December 31

Net Exploratory Net Development
Wells Wells

2011 2010 2009 2011 2010 2009

Productive wells

United SAtES ..o tti i e e e i 20 — — 98 83 44
Europe . ... 6 1 7 25 18 12
PN T T 1 1 1 1 11 23
Asiaandother ... . . e _4 _6 _8 ﬁ 7 1_2
38 16 mzo19 9
Dry holes

United States ..ot irierin e m i caneaes —_ 5 4 —_ — —
Europe ... ... i 2 — — — — —
AfTiCa o v e e 1 2 — — 1 —
Asiaandother ........ . . . oo 1 _2 _2 - - -
4 9 6 = _1 =

Total . ... . e E ﬂ 2 ﬁ 120 ﬂ




Number of wells in process of drilling at December 31, 2011

Gross Net
‘Wells Wells

United StaBS © . v vt vttt et e e e e e e 203 71
B oD . oottt e e e e 10 8
N 4 1 T Y AR 1 1
Asiaand other ..ot e e e 21 6
TOtal . e e e e e e e, E ﬁ

Marketing and Refining
Refining

The Corporation owns a 50% interest in HOVENSA L.L.C. (HOVENSA), a joint venture with a subsidiary
of Petroleos de Venezuela 5.A. (PDVSA) that operated a refinery in the U.S. Virgin Islands, In addition, the
Corporation owns and operates a refining facility in Port Reading. New Jersey,

HOVENSA: In January 2012, HOVENSA announced a decision to shut down its refinery in St. Croix,
U.S. Virgin Islands and operate the complex as an oil storage terminal. For further discussion of the refinery
shutdown, see Note 5, HOVENSA L.L.C. Joint Venture in the notes to the Consolidated Financial Statements.

Refining operations at HOVENSA consisted of crude units, a fluid catalytic cracking (FCC) unit and a
delayed coker unit. The following table summarizes capacity and utilization rates for HOVENSA.:

Refinery Ulilization

Refinery
Capacity 2011 2010 2009
{Thousands of
barrels per day)
Crude ..o et e e 350* 81.1% 73.0% 80.3%
Fluid catalytic cracker ....... ... ... coiiiieiiinienian. 150 7% 66.5% 70.2%
oK ..o e et 58 774% 78.3% B8l1.6%

= HOVENSA's crude oil refining capacity wus reduced 10 350,000 from 500,000 barrels per day in the first half of 2011.

Gross crude runs at HOVENSA averaged 284,000 barrels per day in 2011 compared with
390,000 barrels per day in 2010 and 402,000 barrels per day in 2009. These utilization rates reflect weaker
refining margins, together with planned and unplanned maintenarce.

Port Reading Facility: The Corporation owns and operates an FCC unit in Port Reading, New Jersey,
with a capacity of 70,000 barrels per day. This facility, which processes residual fuel oil and vacuum pgas oil,
operated at a rate of approximately 63,000 barrels per day in 2011 compared with 55,000 and 63,000 barrels per
day, respectively in 2010 and 2009. Substantially all of Port Reading’s production is gasoline and heating oil.
During 2010, the Port Reading refining facility was shut down for 41 days for a scheduled tumaround.

Muarketing

The Corporation markets refined petroleum products, natural gas and electricity on the East Coast of the
United States to the motoring public, wholesale distributors, industrial and commercial users, other petroleum
companies, governmental agencies and public utilities.

The Corporation had 1,360 HESS® gasoline stations at December 31, 2011, including stations owned by its
WilcoHess joint venture (Hess 44%). Approximately 92% of the gasoline stations are operated by the
Corporation or WilcoHess, Of the operated stations, 95% have convenience stores on the sites. Most of the
Corporation’s gasoline stations are in New York, New Jersey, Pennsylvania, Florida, Massachusetts, North
Carolina and South Carolina.
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The table below summarizes marketing sales volumes for the years ended December 31:
2011* 2010 2009*

Refined petroleum product sales (thousands of barrels per day)

Gasoling . ... ... e 222 242 236
Distillates .. .o e 123 120 134
Residuals ..... ... . .. ... . . . . . 65 a9 67
Other . 20 40 36
Total refined petroleum product sales . ............. ... ... .... 430 471 473
Natural gas (thousands of mefperday) ........... ...t 2,167 2,016 2,010
Electricity {(megawatts Found the clock) . ... ... oot iiiev e ann 4,374 4,14Q 4,306

* Of total refined petroleum products sold, a fotal of approximately 37%, 41% and 45% was obtained from HOVENSA and Port Reading in
2011, 2010 und 2009, respectively, The Carporation purchased the bulance from shird parties under short-term supply contracts and spor
purchases.

The Corporation does not anticipate any disruption to product supply for its Marketing operations as a result
of the shutdown of HOVENSA s refinery.

The Corporation owns 20 terminals with an aggregate storage capacity of 21 million barrels in its East Coast
marketing areas, The Corporation alse owns a terminal in St. Lucia with a storage capacity of 10 million barrels,
which is operated for third party storage.

The Corporation has a 50% interest in Bayonne Energy Center, LLC, a joint venture established to build and
operate a 512-megawatt natural gas fueled electric generating station in Bayonne, New Jersey. The joint venture
plans to sell electricity into the New York City market by a direct connection with the Con Edison Gowanus
substation. Construction of the facility began in mid-2010 and operations are due to commence in mid-2012,

The Corporation has a 30% voting interest in a consolidated partnership that trades energy commeodities and
derivatives. The Corporation also takes energy commodity and derivative trading positions for its own account.

A subsidiary of the Corporation is exploring the development of fuel cell and hydrogen reforming
technologies.

For additional financial information by segment see Note 19, Segment Information in the notes to the
Consolidated Financial Statements.

Competition and Market Conditions

See Item 1A. Risk Factors Related to Our Business und Operations, for a discussion of competition and
market conditions.

Otker Items
Gulf of Mexico Update

The Corporation has filed 183 Suspension of Operations (SOQ) requests with the Bureau of Safety and
Environmental Enforcement (BSEE). These SOO requests seek the BSEE’s approval for the extension of leases
beyond their initial period where operations required to hold the leases have been delayed due to circumstances
beyond the control of the Corporation. All 183 SOO requests have been approved for one year extensions. kn
addition, the Corporation has applied and received approval for exploration plans for two deepwater prospects.
Further discussions have been held with the BSEE conceming the Corporation’s oil spill response plan for its
Gulf of Mexico operations, which is also awaiting approval. This plan sets forth expectations for response
training, drills and capabilities and the strategies, procedures and methods that the Corporation will employ in the
event of a spill cavering the following topics: spill Tesponse organization, incident command post,
communications and notifications, spill detection and assessment (including worst case discharge scenarios),
identification and protection of environmental resources, strategic response planning, mobilization and
deployment of spill response equipment and personnel, oil and debris removal and disposal, the use of
dispersants and chemical and biological agents, in-situ bumning of oil, wildlife rehabilitation and documentation
requirements,
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Emergency Preparedness and Response Plans and Procedures

The Corporation has in place a series of husiness and asset-specific emergency preparedness, response and
business continuity plans that detail procedures for rapid and effective emergency response and environmental
mitigation activities, These plans are risk appropriate and are maintained, reviewed and updated as necessary to
ensure their accuracy and suitability, Where appropriate, they are also reviewed and approved by the relevant
host government authorities.

Responder training and drills are routinely held worldwide to assess and continually improve the
effectiveness of the Corporation’s plans. The Corporation’s contractors, service providers, representatives from
government agencies and, where applicable, joint venture partners participate in the drills to ensure that
emergency procedures are comprehensive and can be effectively implemented.

To complement internal capabilities and 1o ensure coverage for its global operations, the Corporation
maintains membership contracts with a network of local, regional and global oil spill response and emergency
response organizations. At the regional and global level, these organizations include Clean Gulf Associates,
Helix Well Containment Group (HWCG), Marine Well Containment Company (MWCC), Wild Well Control,
National Response Corporation {(NRC) and Oil Spill Response (OSR). Clean Gulf Associates is a regional spill
response organization and HWCG and MWCC hoth provide the equipment and personnel to contain an
underwater well control incident in the Gulf of Mexico. Wild Well Control provides firefighting, well control and
engineering services globally. NRC and OSR are global response organizations and are available to assist the
Corporation when needed anywhere in the world. In addition to owning response assets in their own right, these
organizations maintain business relationships that provide immediate access to additional critical response
support services if required. These owned response assets included nearly 300 recovery and storage vessels and
barges, more than 250 skimmers, over 300,000 feet of boom, and significant quantities of dispersants and other
ancillary equipment, including aircraft. If the Corporation were to engage these organizations to obtain additional
critical response support services, it would fund soch services and seek reimbursement under its insurance
coverage described below. In certain circumstances, the Corporation pursues and enters into mutual aid
agreements with other companies and government cooperatives to receive and provide oil spill response
equipment and personnel support. The Corporation maintains close associations with emergency response
organizations through its representation on the Executive Committee of Clean Gulf Associates and the Board of
Directors of OSR.

The Corporation continues to participate in a number of industry-wide task forces that are studying better
ways to assess the risk of and prevent onshore and offshore incidents, access and control blowouts in subsea
environments, and improve containment and recovery methods, The task forces are working closely with the oil
and gas industry and international government agencies to implement improvements and increase the
effectiveness of oil spill prevention, preparedness, response and recovery processes.

Insurance Coverage and Indemnification

The Corporation maintains insurance coverage that includes coverage for physical damage to its property, third
party liability, workers’ compensation and employers’ liability, general hability, sudden and accidental pollution,
and other coverage. This insurance coverage is subject to deductibles, exclusions and limitations and there is no
assurance that such coverage will adequately protect the Corporation against liability from ail potential
consequences and damages.

The amount of insurance covering physical damage to the Corporation’s property and liability related to
negative environmental effects resulting from a sudden and accidental pollution event, excluding windstorm
coverage in the Gulf of Mexico for which it is self insured, varies by asset, based on the asset’s estimated
replacement value or the estimated maximum loss. In the case of a catastrophic event, first party coverage
consists of two tiers of insurance. The first $250 million of coverage is provided through an industry mutual
insurance group. Above this $250 million threshold, insurance is carried which ranges in value to over $2.0
billion in total, depending on the asset coverage level, as described above. Additionally, the Corporation carries
insurance which provides third party coverage for general liability, and sudden and accidental pollution, up to $1
billion. Begimning in 2012, the first layer of insurance coverage has been increased to $300 million, and above
that threshold, insurance is carried which ranges in value to over $2.25 billion.
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Other insurance policies provide coverage for, among other things: charterer's legal liability, in the amount
of $500 million per occurrence and aircraft liability, in the amount of $300 million per occurrence,

The Corporation’s insurance policies renew at various dates each year. Foture insurance coverage for the
industry could increase in cost and may include higher deductibles or retentions, or additional exclusions or
lirnitations. In addition, some forms of insurance may become unavailable in the future or unavailable on terms
that are deemed economically acceptable.

Generally, the Corporation’s drilling contracts (and most of its other offshore services contracts) provide for
a mutual hold harmless indemnity structure whereby each party to the contract (the Corporation and Contractor)
indemnifies the other party for injuries or damages to their personnel and property regardless of faull. Variations
include indemnity exclusions to the extent a claim is attributable to the gross negligence and/or willful
misconduct of a party. Third-party claims, on the other hand, are generally allocated on a fault basis.

The Corporation i customarily responsible for, and indemnifies the Contractor against, all claims, including
those from third-parties, to the extent attributable to pollution or contamination by substances originating from its
reservoirs or other property (regardless of fault, including gross negligence and willful misconduct) and the
Contractor is responsible for and indemnifies the Corporation for all claims attributable to pollution emanating
from the Contractor’s property. Additionally, the Corporation is generally liable for all of its own losses and most
third-party claims associated with catastrophic losses such as blowouts, cratering and loss of hole, regardless of
cause, although exceptions for losses attributable to gross negligence and/or willful misconduct do exist. Lastly,
many offshore services contracts include overall limitations of the Contractor’s liability equal to the value of the
contract or a fixed amount, whichever is greater.

Under a standard joint operating agreement (JOA), each party is liable for all claims arising under the JOA,
not covered by or in excess of insurance carried by the JOA, to the extent of its participating interest (operator or
non-operator). Variations include indemnity exclusions where the claim is based upon the gross negligence and/
or willful misconduct of a party in which case such party is solely liable. However, under some production
sharing contracts between a govemmental entity and commercial parties, liability of the commercial parties to the
governmental entity is joint and several,

Environmental

Compliance with variouns existing environmental and pollution control regulations imposed by federal, state,
local and foreign governments is not expected to have a material adverse effect on the Corporation’s financial
condition or results of operations. The Corporation spent $19 million in 2011 for environmental remediation. The
Corporation anticipates capital expenditures for facilities, primarily to comply with federal, state and local
environmental standards, other than for the low sulfur requirements, of approximately $120 million in both 2012
and 2013, For further discussion of environmental matters see the Environment, Health and Safety section of
Item 7. Management’s Discussion und Analysis of Finuncial Condition and Results of Operations.

Number of Employees

The number of persons employed by the Corporation at year-end was approximately 14,350 in 2011 and
13,800 in 2010,

Other

The Corporation’s Internet address is www.hess.com. On its website, the Corporation makes available free of
charge its annual report on Form 10-K, quarterly reports on Form 10-Q, cumrent reports cn Form 8K and
amendments to those reports filed or fumished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as
reasonably practicable after the Corporation electronically files with or furnishes such material to the Securities and
Exchange Commission. The contents of the Corporation’s website are not incorporated by reference in this report.
Copies of the Corporation’s Code of Business Conduct and Ethics, its Cerporate Governance Guidelines and the
charters of the Audit Committee, the Compensation and Management Development Committee and the Corporate
Governance and Nominating Committee of the Board of Directors are available on the Corporation’s website and
are also available free of charge upon request to the Secretary of the Corporation at its principal executive offices.
The Corporation has also filed with the New York Stock Exchange (NYSE) its annual certification that the
Corporation’s chief executive officer is unaware of any violation of the NYSE’s corporate governance standards.
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Item 1A. Risk Factors Related to Our Business and Operations

Qur business activities and the value of our securities are subject to significant risk factors, including those
described below. The risk factors described below could negatively affect our operations, financial condition,
liquidity and results of operations, and as a result, holders and purchasers of our securities could lose part or all
of their investments. It is possible that additional risks relating 1o our securities may be described in a prospectus
supplement if we issue securities in the future.

Our husiness and operating results are highly dependent on the market prices of crude oil, patural
gas, refined petroleum products and electricity, which can be very volatile. Our estimated proved reserves,
revenue, operating cash flows, operating margins, future earnings and trading operations are highly dependent on
the prices of criude oil, natural gas, refined pefroleum products and electricity, which are volatile and influenced
by numerous factors beyond our control. Changes in commodity prices can also have a material impact on
collateral and margin requirements under our derivative contracts. The major foreign oil producing countries,
including members of the Organization of Petroleum Exporting Countries (OPEC), exert considerable influence
over the supply and price of crude oil and refined petroleum products. Their ability or inability to agree on a
common policy on rates of production and other matters has a significant impact on the oil markets. The
commodities trading markets as well as other supply and demand factors may also influence the selling prices of
crude oil, natural gas, refined petroleum products and electricity. To the extent that we engage in hedging
activities to mitigate commodity price volatility, we may not realize the benefit of price increases above the
hedged price. In order to manage the potential volatility of cash flows and credit requirements, the Corporation
utilizes significant bank credit facilities. An inability to renew or replace such credit facilities or access other
sources of funding as they mature would negatively impact our liquidity.

If we fail to successfully increase our reserves, our future crude oil and natural gas production will be
adversely impacted. We own or have access to a finite amount of oil and gas reserves which will be depleted
over time. Replacement of oil and gas production and reserves, including proved undeveloped reserves, is subject
to successful exploration drilling, development activities, and enhanced recovery programs. Therefore, future oil
and gas production is dependent on technical success in finding and developing additional hydrocarbon reserves.
Exploration activity involves the interpretation of seismic and other geological and geophysical data, which does
not always successfully predict the presence of commercial quantities of hydrocarbons. Drilling risks include
unexpected adverse conditions, irregularities in pressure or formations, equipment failure. blowouts and weather
interruptions. Future developments may be affected by unforeseen reservoir conditions which negatively affect
recovery factors or flow rates. The costs of drilling and development activities have increased in recent years
which could negatively affect expected economic retumns. Reserve replacement can also be achieved through
acquisition., Although due diligence is used in evaluating acquired oil and gas properties, similar risks may be
encountered in the production of oil and gas on properties acquired from others.

There are inherent uncertainties in estimating quantities of proved reserves and discounted future net
cash flow, and actual gquantities may be lower than estimated. Numerous uncertainties exist in estimating
quantities of proved reserves und future net revenues from those reserves. Actual future production, oil and gas
prices, Tevenues, taxes, capital expenditures, operating expenses, and quantities of recoverable oil and gas
reserves may vary substantially from those assumed in the estimates and could materially affect the estimated
quantities of our proved reserves and the related future net revenues. In addition, reserve estimates may be
subject to downward or upward changes based on production performance, purchases or sales of properties,
results of future development, prevailing oil and gas prices, production sharing contracts, which may decrease
reserves as crude oil and natural gas prices increase, and other factors.

We are subject to changing laws and regulations and other governmental actions that can
significantly and adversely affect our business. Federal, state, local, territorial and foreign laws and
regulations relating to tax increases and retroactive tax claims, disallowance of tax credits and deductions,
expropriation or nationalization of property, mandatory government participation, cancellation or amendment of
contract rights, and changes in import and export regulations, limitations on access to exploration and
development opportunities, as well as other political developments may affect our operations. The Dodd-Frank
Wall Street Reform Act, enacted in 2010, delegated rulemaking responsibilities to carry out the Act to various
U.S. government agencies, Qur business could potentially be adversely impacted by one or more of the final
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rules under this Act, when issued, including potential additional costs to engage in certain derivative transactions.
We also market motor fuels through lessee-dealers and wholesalers in certain states where legislation prohibits
producers or refiners of crude oil from directly engaging in retail marketing of motor fuels. Similar legislation
has been periodically proposed in various other states. As a result of the accident in April 2010 at the BP pl.c.
{BP) operated Macondo prospect in the Gulf of Mexico (in which the Corporation was not a participant) and the
ensuing significant oil spill, a temporary drilling moratorium was imposed in the Gulf of Mexico. While this
moratorium has since been lifted, significant new regulations have been imposed and further legislation and
regulations may be proposed, including an increase in the potential liability in the event of an oil spill. The new
regulatory environment has resulted in a longer permitting process and higher costs.

Political instability in areas where we operate can adversely affect our business. Some of the
international areas in which we operate, and the partners with whom we operate, are politically less stable than
other areas and partners. Political unrest in North Africa and the Middle East has affected and may continue to
affect our operations in these areas as well as oil and gas markets generally. The threat of terrorism around the
world also poses additional risks to the operations of the oil and gas industry.

Our oil and gas operations are subject to environmental risks and environmental laws and regulations
that can result in significant costs and liabilities. Our oil and gas operations, like those of the industry, are
subject to environmental risks such as oil spills, produced water spills, gas leaks and ruptures and discharges of
substances or gases that could expose 1s to substantial liability for pollution or other environmental damage. For
example, the accident at the BP operated Macondo prospect in April 2010 resulted in a significant release of
crude oil which caused extensive environmental and econemic damage. Our operations are also subject to
numerous United States federal, state, local and foreign environmental laws and regulations. Non-compliance
with these laws and regulations may subject us to administrative, civil or criminal penaities, remedial clean-ups
and natural resource damages or other liabilities, In addition, increasingly stringent environmental regulations,
particularly relating to the production of motor and other fuels, have resulted and will likely continue to result in
higher capital expenditures and operating expenses for us and the oil and gas industry in general.

Concerns have been raised in certain jurisdictions where we have operations concerning the safety and
environmental impact of the drilling and development of unconventional oil and gas resources, particularly vsing
the process of hydraulic fracturing. While we believe that these operations can be conducted safely and with
minimal impact on the environment, regulatory bodies are responding to these concerns and may impose
moratoriums and new regulations on such drilling operations that would likely have the effect of prohibiting or
delaying such operations and increasing their cost. For example, a moratorium prohibiting hydraulic fracturing is
carrently impacting the Corporation’s operations in France.

Concerns about climate change may result in significant operational changes and expenditures and
reduced demand for our products. We recognize that climate change is a global environmental concern.
Continuing political and social attention to the issue of climate change has resulted in both existing and pending
internationa] agreements and national, regional or local legislation and regulatory measures to limit greenhouse
gas emissions. These agreements and measures may require significant equipment medifications, operational
changes, taxes, or purchase of emission credits to reduce emission of greenhouse gases from our operations,
which may result in substantial capital expenditures und compliance, operating, matntenance and remediation
costs. In addition, we manufacture petroleum fuels, which through normal customer use result in the emission of
greenhouse gases, Regulatory initiatives to reduce the use of these fuels may reduce our sales of, and revenues
from, these products. Finally, to the extent that climate change may result in more extreme weather related
events, we could experience increased costs related to prevention, maintenance and remediation of affected
operations in addition to costs and lost revenues related to delays and shutdowns.

Our industry is highly competitive and many of our competitors are larger and have greater
resources than we have. The petroleum industry is highly competitive and very capital intensive. We
encounter competition from numerous companies in each of our activities, including acquiring rights to explore
for crude cil and natural gas, and in purchasing and marketing of refined petroleum products, natural gas and
electricity. Many competitors, incloding national oil companies, are larger and have substantially greater
resources. We are also in competition with producers and marketers of other forms of energy. Increased
competition for worldwide oil and gas assets has significantly increased the cost of acquisitions. In addition,
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competition for drilling services, technical expertise and equipment has, in the recent past, affected the
availability of technical personnel and drilling rigs, resulting in increased capital and operating costs.

Catastrophic events, whether naturally occurring or man-made, may materially affect our operations
and financial conditions. Our oil and gas operations are subject to unforeseen occurrences which have
affected us from time to time and which may damage or destroy assets, interrupt operations and have other
significant adverse effects. Examples of catastrophic risks include hurricanes, fires, explosions and blowouts,
such as the accident at the Macondo prospect operated by BP in the Gulf of Mexico in 2010. Although we
maintain insurance coverage against property and casualty losses, there can be no assurance that such insurance
will adequately protect the Corporation against liability from all potential consequences and damages. Moreover,
some forms of insurance may be unavailable in the future or be available only on terms that are deemed
economically unacceptable,

Item 3. Legal Proceedings

The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been
a party to lawsuits and claims related to the use of methyl tertiary buty] ether (MTBE) in gasoline. A series of
similar lawsuits. many involving water utilities or governmental entities, were filed in jurisdictions across the
United States against producers of MTBE and petroleum refiners who produced gasoline containing MTBE,
including the Corporation, The principal allegation in all cases was that gasoline containing MTBE is a defective
product and that these parties are strictly liable in proportion to their share of the gasoline market for damage to
groundwater resources and are required to tuke remedial action to ameliorate the alleged effects on the
environment of releases of MTBE. In 2008, the majority of the cases against the Corporation were settled. In
2010 and 2011, additional cases were settled including an action brought in state court by the State of New
Hampshire. Two separate cases brought by the State of New Jersey and the Commonwealth of Puerto Rico
remain unresolved. In 2007, a pre-tax charge of $40 million was recorded to cover all of the known MTBE cases
against the Corporation.

The Corporation received a directive from the New Jersey Department of Environmental Protection
{NIDEP) to remediate contamination in the sediments of the lower Passaic River and the NJDEP is also seeking
natural resource damages. The directive, insofar as it affects the Corporation, relates to alleged releases from a
petroleum bulk storage terminal in Newark, New Jersey now owned by the Corporation. The Corporation and
over 7} companies entered into an Administrative Order on Consent with the Environmental Protection Agency
(EPA) to study the same contamination. The NIDEP has also sued several other companies linked to a facility
considered by the State to be the largest contributor to river contamination. In January 2009, these companies
added third party defendants, including the Corporation, to that case. In June 2007, the EPA issved a draft study
which evaluated six alternatives for early action, with costs ranging from $900 million to $2.3 billion for all
parties. Based on adverse comments from the Corporation and others, the EPA is reevaluating its alternatives. In
addition. the federal trostees for natural resources have begun a separate assessment of damages to natural
resources in the Passaic River. Given the ongoing studies, remedial costs cannot be reliably estimated at this
time. Based on currently known facts and circumstances, the Corporation does not believe that this matter will
result in a material liability because its terminal could not have contributed contamination along most of the
river’s length and did not store or use contaminants which are of the greatest concern in the river sediments, and
because there are numerous other parties who will likely share in the cost of remediation and damages.

On July 25. 2011, the Virgin Islands Department of Planning and Natural Resources commenced an
enforcement action against HOVENSA by issuance of documents titled “Notice Of Violation, Order For
Corrective Action, Notice Of Assessment of Civil Penalty, Notice Of Opportunity For Hearing” (the “NOVs™).
The NOVs assert violations of Virgin Islands Air Pollution Control laws and regulations arising out of odor
incidents on St. Croix in May 2011 and proposes total penalties of $210,000. HOVENSA is engaging in
settlement discussions with the Government of the Virgin Islands, but believes that it has good defenses against
the asserted violations.

On December 16, 2010, the Virgin Islands Department of Planning and Natural Resources comumenced four
separate enforcement actions against HOVENSA by issuance of documents titled “Notice Of Violation, Order
For Corrective Action, Natice Of Assessment of Civil Penalty, Notice Of Opportunity For Hearing”, The NOVs
assert violations of Virgin Islands Air Pollution Control laws and regulations arsing out of air release incidents
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at the HOVENSA refinery in 2009 and 2010 and propose total penalties of $1,355,000. HOVENSA anticipates
settling this matter in the first quarter of 2012,

In July 2004, Hess Oil Virgin Islands Corp. (HOVIC), a wholly owned subsidiary of the Corporation, and
HOVENSA, euach received a letter from the Commissioner of the Virgin Islands Department of Planning and
Natural Resources and Natural Resources Trustees, advising of the Trustee’s intention to bring suit against
HOVIC and HOVENSA under the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA). The letter alleges that HOVIC and HOVENSA are potentially responsible for damages to natural
resources arising from releases of hazardous substances from the HOVENSA refinery, which had been operated
by HOVIC until October 1998. An action was filed on May 5, 2005 in the District Court of the Virgin Islands
against HOVENSA, HOVIC and other companies that operated industrial facilities on the south shore of
St. Croix asserting that the defendants are liable vnder CERCLA and territorial statutory and common law for
damages to natural resources. HOVIC and HOVENSA are continuing to vigorously defend this matter and do not
believe that this matter will result in a material liability as they believe that they have strong defenses against this
complaint.

The Corporation periodically receives notices from the EPA that it is a “potential responsible party” under
the Superfund legislation with respect to various waste disposal sites. Under this legislation, all potentially
responsible parties are jointly and severally liable. For certain sites, the EPA’s claims or assertions of lability
against the Corporation relating to these sites have not been fully developed. With respect to the remaining sites,
the EPA’s claims have been settled, or a proposed settlement is under consideration, in all cases for amounts that
are not material. The ultimate impact of these proceedings, and of any related proceedings by private parties, on
the business or accounts of the Corporation cannot be predicted at this time due to the large number of other
potentially responsible parties and the speculative nature of clean-up cost estimates, but is not expected to be
material.

The Corporation is from time to time involved in other judicial and administrative proceedings, including
proceedings relating to other environmental matters. The Corporation cannot predict with certainty if, how or
when such proceedings will be resolved or what the eventual relief, if any, may be, particularly for proceedings
that are in their early stages of development or where plaintiffs seek indeterminate damages. Numerous issues
may need to be resolved, including through potentially lengthy discovery and determination of important factual
matters before a loss or range of loss can be reasonably estimated for any proceeding. Subject to the foregoing, in
management’s opinion, based upon currently known facts and circumstances, the outcome of such proceedings is
not expected to have a material adverse effect on the financial condition, results of operations or cash flows of
the Corporation,
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PART I

Item 5.  Market for the Regisirant’s Comman Stock, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Stock Market Information

The common stock of Hess Corporation is traded principally on the New York Stock Bxchange (ticker
symbol: HES). High and low sales prices were as follows:

2011 2010
Quarter Ended High Low High Low
March 31 L. e $87.40 $76.00 $66.49 $55.89
June 30 . e 87.19 67.65 6622 48.70
September 30 ... L 7712 50.42 59.79 48.71

December 31 ... . .. 66.49 46.66 76.98 59.23

Performance Graph

Set forth below is a line graph comparing the five vear shareholder return on a $100 investment in the
Corporation’s common stock assuming reinvestment of dividends, against the comulative total returns for the
following indexes:

*  Standard & Poor’s 500 Stock Index, which includes the Corporation, and
*  AMEX Oil Index, which is comprised of companies involved in various phases of the oil industry

including the Corporation.

Comparison of Five-Year Shareholder Returns
Years Ended December 31,

%0 2000 2007 2008 2009 2010 2011
~——ll— Hess Comporation $100.00 £204.69 $109.41 $124.29 $158.28 S118.19
= === S&P 500 £100.00 $105.49 $66.47 $84,06 $96.74 £68.76
---@-- Amex Oil Index $100.00 $134.09 586,51 $97.89 $114.57 S119.27

Holders

At December 31, 2011, there were 5,635 stockholders (based on the number of holders of record) who
owned a total of 339,975,610 shares of common stock.

Dividends
Cash dividends on common stock totaled $0.40 per share {$0.10 per quarter) during 2011, 2010 and 2009,
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Equity Compensation Plans

Fallowing is information on the Registrant’s equity compensation plans at December 31, 2011:
Number of
Secorities
Remaining
Available for
Nomber of Future Issnance
Securities to Weighted Under Equity
be Issued Average Compensalion
Upon Exercise Exercise Price Plans
of Quistanding  of Ouistanding (Excluding
Options, Options, Securitics
Warrants and Warrants and Reflected in
Plan Category Rights {a} Rights (b) Column (a)) (¢)
Equity compensation plans approved by security
holders ... .. oo 13,570,000 $61.68 8.403,000%
Equity compensation plans not approved by security
holders** .. ... ... ... . ... . ... ... ... — -— —

¥ Thexe securities may be awarded as stock aptions, restricted stock or other awurds permitted under the Registrant's equiry compensation
plan.

The Corparation has a Stock Award Program pursuunt to which each non-emplavee direcror received approximately $150,000 in value
of the Corparation’s comman stock i 201 1. These awardy were made from shares purchased by the Corporation in the open market.

See Note [1, Share-based Compensation in the notes to the Consclidated Financial Statements for further
discussion of the Corporation’s equity compensation plans.
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Item 6. Selected Financial Data

A five-year summary of selected financial data follows;

2011 2010 2009 2008 2007
{Millions of dollars, except per share amounts)

Sales and other operating revenues

Crude oil and natural gas liquids ... ............. $9065 $ 7235 §$5665 %7764 § 6303
Natural gas (including sales of purchased gas) ..... 5,526 5,723 5,894 8,800 6,877
Refined petroleum products .. ... ... ... ... ... 19,459 16,103 12,931 19,765 14,741
Electricity .. ........ .. . 2,957 3,165 3408 3,451 2,322
Convenience store sales and other operating
TEVEMUES ot v v e oo e et e 1,459 1.636 1,716 1.354 1,484
Total .. $38,466 $33,862 $20614  $41,134  §31,727
Net income attributable to Hess Corporation .. ... .. .. $ 1L,703a) § 2,125(0) % T40{c) $ 2.360(d) $ 1.832(e)
Earnings per share
Basic ....... .o $ 505 $ 652 % 228 % 735 5§ 586
Diluted ... ... .0 e $ 501 § 647 $ 227 % 724 0§ 574
Total assets .. ..t e e $39,136  $35,396  $29.465  $28,589  $26,131
Totaldebt ..... ... ... ... . $ 6057 $ 5583 §$4467 $ 3955 $ 3980
Total equily ... $18,592  $16,809  $13,528 $12,391  $10.000
Dividends per share of common stock .............. $ 40 3% 40 § 40 F 40 § A0

fu) Includes after-tax charges totaling $694 million relating to the shurdewn of the HOVENSA LL.C. (HOVENSA) refinery, asset
impuirments and an increase in the United Kingdom supplementary rux rate, purtiatly affver by after-tax income of $413 million relasing
0 gains on asser sales.

(B) Includes after-tax income of $1,130 million relating to guins on asset sales, partially offser by charges totaling 3694 miflion for un asser
imputrment, an impuirment of the Corporation’s equity investment in HOVENSA, dry hole cxpense und premiums on repurchases of
Jfixed-rate public notes.

(¢} Includes affer-tax expenses wtaling 3104 million relating to repurchuses of fixed-rate public notes, retiremenf benefits, employee
Severance costs and usyer impuirments, partielly offvet by after-rax income totaling 3104 million principally relaring to the resolution of
a United States royalty dispute.

td)  Includes ufter-iax expenses totaling $26 million primarily relating tv assel impairmenis and Rurricanes in the Gulf of Mexico.

(e) Icludes net after-tux expenses of $75 million primarily relating to asset impairments, estimuted production imbalunce sentlements and a
churge for MTBE liigarion, partially offser by income from LIFO inventory liquidations und gains on asset sales.
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Ttem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

The Corporation is a global integrated energy company that operates in two segments, Exploration and
Production (E&P) and Marketing and Refining (M&R). The E&P segment explores for, develops, produces,
purchases, transports and sells crude oil and natural gas. The M&R segment manufactures refined petroleum
products and purchases, markets and trades refined petroleum products, natural gas and electricity.

Net income in 2011 was $1,703 million compared with $2,125 million in 2010 and $740 million in 2009,
Diluted earnings per share were $5.01 in 201} compared with $6.47 in 2010 and $2.27 in 2009. A table of items
affecting comparability between periods is shown on page 23.

Exploration and Production

The Corporation’s strategy for the E&P segment is to profitably grow reserves and production in a
sustainable and financially disciplined rmanner. The Corporation’s total proved reserves were 1,573 million
barrels of il equivalent (boe) at December 31, 2011 compared with 1,537 million boe at December 31, 2010 and
1,437 million boe at December 31, 2009,

E&P earnings were $2,675 million in 2011, $2,736 million in 2010 and $1,042 million in 2009. Average
realized crude il selling prices were $89.99 per barrel in 2011, $66.20 in 2010 and $51.62 in 2009, including the
impact of hedging. Average realized natural gas selling prices were $5.96 per mef in 2011, $5.63 in 2010 and
$4.85 in 2009. Production averaged 370,000 barrels of oil equivalent per day (boepd) in 2011, a decrease of
48.000 boepd or 11% from 2010. Production averaged 408,060 boepd in 2009. The Corporation estimates that
total worldwide production will average between 370,000 and 390,000 boepd in 2012, excluding the impact of
asset sales and any Libyan production.

The following is an update of significant E&P activities during 2011:

» Tn North Dakota, net production from the Bakken oil shale play averaged approximately 30,000 boepd
during 2011 and 38,000 boepd for the fourth quarter 2011, The Corporation forecasts Bakken production
will average 60,000 boepd for the full year of 2012 and is targeted to reach 120,000 boepd in 2015.

» The Corporation and its partner sanctioned the development of the Tubular Bells Field (Hess 57%) in the
Mississippi Canyon Block 725 Area in the deepwater Gulf of Mexico. In 2012, field development will be
advanced with the construction of a floating production system and development drilling is scheduled to
start in the second quarter. First production is anticipated in 2014.

* Tn the third quarter of the year, the Corporation announced the acquisition of approximately 185,000 net
acres in the Utica Shale play in eastern Ohio. The Corporation entered into agreements to acquire
approximately 85,000 net acres for approximately $750 million, principally through the acquisition of
Marquette Exploration, LLC. In October 20{1, the Corporation completed the acquisition of a 50%
undivided interest in CONSOL Energy Inc.’s (CONSOL) nearly 200,0(1} acres in the Utica Shale play for
$59 million in cash at closing and the agreement to fund 50% of CONSOL’s share of the drilling costs up
to $534 million within a S-year period. Appraisal of the Utica acreage commenced in the fourth quarter
and will continue during 2012 with the acquisition of seismic and the planned drilling of 29 wells.

» The Corporation filed a Notice of Discovery with the Ministry for Energy of Ghana for the Paradise-1
exploration well in the Deepwater Tano Cape Three Points block. The well encountered an estimated 490
net feet of oil and gas condensate pay over three separate intervals. The Corporation is operator and has a
90% working interest in the license. The Corporation anticipates commencing additional exploration
drilling in the first quarter of 2012, subject to government approvals and rig availability.

= Tn 2011, the Corporation drilled the Andalan-1 well on the Semai V block, offshore Indonesia (Hess
100%). The well encountered reservoir sands and hydrocarbons but not in commercial quantities. This
well, along with a follow up well, was expensed in the fourth quarter. In September 2011, the operator of
Block CA-1 in Brunei {Hess 14%) spud the Julong Center well. This well also failed to find commercial
quantities of hydrocarbons and was expensed.
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+ In February 2011, the Corporation completed the sale of its interests in certain natural gas producing
assets located in the United Kingdom North Sea for cash proceeds of $359 million, after post-closing
adjustments, resulting in a pre-tax gain of $343 million ($310 million after income taxes). In August
2011, the Corporation completed the sale of its interests in the Snorre Field (Hess 1%), offshore Norway
and the Cook Field (Hess 28%) in the United Kingdom North Sea for cash proceeds of $131 million, after
post-closing adjustments. These disposals resulted in non-taxable gains totaling $103 million.

Status of Libyan Operations

In response to civil unrest in Libya, a number of measures were taken by the international community in the
first quarter of 2011, including the imposition of economic sanctions. Production at the Waha Field was suspended
in the first quarter of 2011. As a consequence of the civil unrest and the sanctions, the Corporation delivered force
majeure notices to the Libyan government relating to the agreements covering its exploration and production
interests in order to protect its rights while it was temporarily prevented from fulfilling its obligations and benefiting
from the rights granted by those agreements. Production at the Waha Field restarted during the fourth quarter of
2011 at levels that were significantly lower than those prior to the civil unrest. The Corporation’s Libyan production
averaged 23,000 barrels of cil equivalent per day (boepd) for the full year of 2010 and 4,000 boepd for 2011. The
force majeure covering the Corporation’s production interests was withdrawn at the end of the fourth quarter of
2011, as the economic sanctions were lifted. The force majeure covering the Corporation’s offshore exploration
interests remained in place at year-end but is expected to be withdrawn in 2012. The Corporation had proved
reserves of 166 million bamels of oil equivalent in Libya at December 31, 2011. At December 31, 2011, the net
book value of the Corporation’s exploration and production assets in Libya was approximately $500 million.

Marketing and Refining

The Corporation’s strategy for the M&R segment is to deliver strong operating performance and generate free
cash flow. In January 2012, HOVENSA announced a decision to shut down its refmery in St. Croix, U.S. Virgin
Islands and operate the complex as an oil storage terminal. Results from M&R activities amounted to losses of $584
million in 2011, losses of $231 million in 2010 and earnings of $127 million in 2009, Refining operations generated
losses of $728 million in 2011, $445 million in 2010 and $87 million in 2009. Refining results include after-tax
charges of $525 million in 2011 and $289 million in 2010 related to the Corporation’s investment in HOVENSA.
Marketing earnings were $185 million in 2011, $215 million in 2010 and $168 million in 2009.

Liguidity and Capital and Exploratory Expenditures

Net cash provided by operating activities was $4,984 million in 2011, $4,530 million in 2010 and
$3,046 million in 2009, At December 31, 2011, cash and cash equivalents totaled $351 million compared with
$1,608 million at December 31, 2010, principally due to increased capital expenditures. Total debt was
$6,057 million at December 31, 2011 and $5,583 million at December 3!, 2010. The Corporation’s debt to
capitalization ratio at December 31, 2011 was 24.6% compared with 24 9% at the end of 2010.

Capital and exploratory expenditures were as follows for the years ended December 31:

2011 2010 2009
{Millions of dollars)

Exploration and Production

United States .. ... 0. it ettt it et e $4,305  $2935  $1,200

International ... ... ... .. e 3,039 2.822 1,927

Total Exploration and Production ... _ ... ............... ... 7,344 5,757 3,127
Marketing, Refining and Corporate . ... ... ... ... ... .. ..... 118 98 118

Total capital and exploratory expenditures ..................... $7.462 $3.855 $3.245
Exploration expenses charged to income included above:

United SEAES . ..ottt e et e e $ 197 § 154 5 144

International ... ..... ... ottt i e e 259 209 183

Total exploration expenses charged to income included above . .. ... $ 456 3 363 § 327
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The Corporation anticipates investing $6.8 billion in capital and exploratory expenditures in 2012,
substantially all of which is targeted for E&P operations,

Consolidated Resutts of Operations
The after-tax income (loss) by major operating activity is summarized below for the years ended December 31:
2011 2010 2009

(Millions of dollars,
cxcepl per share data}

Exploration and Production ,........ ... i $2.675 $2,736  $1,042
Marketing and Refining .. ..... ... ... .. i (584) (231) 127
COIPOTALE .« ot ittt et et et et e e e e e (154) (159) (205)
INEErest EXPEnSe .. ..ot e e e e (234) (221) (224)
Net income attributable to Hess Corporation . ... ........ooovu..., $1,703  $2,125 $ 740
Net income per share —diluted . ................... .. .. . $ 501 %0647 § 227

The following table summarizes, on an after-tax basis, items of income (expense) that are included in net
income and affect comparability between periods. The itemns in the table below are explained on pages 27 through 30.

2011 2010 2009
{Millions of dollars)
Exploration and Production . ...... ... .. . . i $244 5732 % 45
Marketing and Refining . ... ... ... . Lo (525) (289 12
COIPOTAIE . .o o ettt et e e e e e — D (60}

$281) $436 $ (3

In the following discussion and elsewhere in this report, the financial effects of certain transactions are
disclosed on an after-tax basis. Management reviews segment earnings on an after-tax basis and uses after-tax
amounts in its review of variances in segment gamings. Management believes that after-tax amounts are a
preferable method of explaining variances in earnings, since they show the entire effect of a transaction rather
than only the pre-tax amount. After-tax amounts are determined by applying the income tax rate in each tax
Jjurisdiction to pre-tax amounts,
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Comparison of Results
Exploration and Production

Following is a summarized income statement of the Corporation’s E&P operations for the years ended
December 31:

2011 2010 2009
{Milliens of dollars)
Sales and other operating revenues® .. ... ... .. . ... ... ... $10,047 $8744 $6835
Other,met .. ... .. e e 464 1,233 207
Total revenues and non operating Income . .................. 10,511 9,977 7.042
Costs and expenses
Production expenses, including related taxes . ................ 2,352 1,924 1,805
Exploration expenses, including dry holes and lease
IMpairment . ........ ... ... .. 1,195 863 829
General, administrative and other expenses .., ................ 313 281 255
Depreciation, depletion and amortization . ................... 2,305 2,222 2,113
Assel IMPAITMENES . . ... vttt e it e aaaas 358 532 54
Total costs and expenses .. _....... ..., 6,523 5,824 5,056
Results of operations before incometaxes ..................... 3,988 4,153 1,986
Provision for INCOME tAXeS ... ..o\t et et e e 1,313 1,417 944
Results of operations attributable to Hess Corporation ... ......... $ 2675 $2736 §$1042

* Ameownts differ from E&P uperating revenwes in Note 19, Segyment Infurmution in the notex w the Consolidated Financial Statements
primarily due to the exclusion of sales af hvdrocarbons purchased from third parties.

After considering the E&P items affecting comparability of earnings between periods in the table on
page 27. the remaining changes in E&P earnings are primarity attributable to changes in selling prices,
production and sales volumes, operating costs, exploration expenses, income taxes and foreign exchange, as
discussed below.

Selling Prices: Higher average selling prices increased E&P revenues by approximately $2,400 millton in
2011 compared with 2010. Higher average selling prices increased E&P revenues by approximately $1.775
million in 2010 compared with 2009,

The Corporation’s average selling prices were as follows for the years ended December 31:

2011 2010 2009
Crude 0il — per barrel (including hedging)
United SELES ..o ov ettt e $ 9856 $7502 36067
Burope ... .. e 80.18 58.11 47.02
Afflca ..o e e 88.46 65.02 4891
ASTE e 111.71 79.23 63.01
Worldwide .. ... ... e §9.99 66.20 51.62
Crude oil — per barrel {excluding hedging)
United States . ... e $ 9856 57502 36067
Burope ... 80.18 58.11 47.02
Africa .. e 110.28 78.31 60.79
AL L e 111.71 79.23 63.01
Worldwide . ..., ... . e 95.60 71.40 56.74
Natural gas liquids — per barrel
United STates ... ..ottt e e $ 5859 $4792 $36.57
BUrope ... e 75.49 59.23 43.23
F T 72.29 63.50 46.48
Worldwide ... . ... . 62.72 5(.49 3847



2011 2010 2009

Natural gas — per mcf

United STAIES . ottt t s et e e e e e $3.39 $3.70 $3.36
Europe ... . 8.79 6.23 5.15
Asiaand Other . .. . e e e 6.02 5.93 5.06

Worldwide ... e e e e e 596 5.63 4,85

In October 2008, the Corporation closed Brent crude oil hedges covering 24,000 barrels per day from 2009
through 2012 by entering into offsetting contracts with the same counterparty. The deferred after-tax losses as of
the date the hedge positions were closed are recorded in earnings as the contracts mature. Crude oil hedges
reduced E&P earnings by $327 million ($517 million before income taxes) in 2011, $338 million ($533 million
before income taxes) in 2010 and $337 million ($533 million before income taxes) in 2009. The remaining
realized after-tax losses from the closed hedge positions will be approximately $325 million in 2012. The
Corporation also entered into Brent crode oil hedges using fixed-price swap contracts to hedge 120,000 boepd of
crude oil sales volumes for the full year of 2012 at an average price of $107.70 per barrel.

Production and Sales Volumes: The Corporation’s crude oil and natural gas production was 370,000
beepd in 2011 compared with 418,000 boepd in 2010 and 408,000 boepd in 2009. The principal reasons for the
reduction are described below, Approximately 72% in 2011, 73% in 2010 and 72% in 2009 of the Corporation’s
production was from crude oil and natural gas liquids. The Corporation currently estimates that its 2012
production will average between 370,000 and 390,000 boepd. excluding the impact of asset sales and any Libyan
praduction,

The Corporation’s net daily worldwide production was as follows for the years ended December 31:

011 2010 2009
(In thousands)
Crude oil — barrels per day
LT B P 81 73 60
Europe ... .. . 89 88 83
- i [ 66 113 120
-8 13 13 16
Ol Lot e e e e 249 289 279
Natural gas liquids — barrels per day
United States . ... ... e 13 14 11
Burope ... . e 3 3 :
T PP 1 1 —
TOtal . o e e e 17 18 14
Natural gas — mcf per day
United States . ... ... et 100 108 93
BUrope . .. s 81 134 151
Asiaandother .. ... .. ... .. ... 442 427 446
B Y 623 669 690
Barrels of oil equivalent —perday® ............................. ki) 418 408

* Reflects natural gas praduction converted on the basis of relative energy content (six mof equals one harrel). Barret of oil equivalence does
not necessartly result in price equivalence us the equivalent price of natural gus on a burrel of vil equivalent baxis hes been subsiuntially
lower thun the corresponding price for crude il aver the recenr past. See the average selling prices in the table above.
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United States: Crude oil producticn in the United States was higher in 2011 compared with 2010,
primarily due to new wells in the Bakken oil shale play, partly offset by lower production due to a shut-in well at
the Llano Field. Natural gas production was lower in 2011 compared with 2010, primarily due to this shut-in well
at the Llano Field. Crude oil and natural gas production was higher in 2010 compared with 2009, primarily due to
new production from the Shenzi, Llano, Conger and Bakken fields.

Europe: Crude oil production was comparable in 2011 and 2010, as higher production from Russia was
largely offset by lower production from the Corporation’s United Kingdom North Sea assets. Crude oil
production was higher in 2010 compared with 2009, due to higher production in Russia and in Norway following
the acquisition of additional interests in the Valhall and Hod fields in 2010. Natural gas produoction was lower in
2011 compared with 2010, primarily due to the sale in February 2011 of certain natural gas producing assets in
the United Kingdom North Sea. Natural gas production was lower in 2010 compared with 2009, primarily due to
downtime at certain United Kingdom gas fields,

Africa: Crude oil production decreased in 2011 compared with 2010 due to the suspension of production
in Libya following civil unrest, the exchange in September 2010 of the Corporation’s interests in Gabon for
mcreased interests in Norway, lower production entitlement in Equatorial Guinea and Algeria as a result of
higher selling prices, and natural decline in Equatorial Guinea. Crude oil production decreased in 2010 compared
with 2009 following the exchange of Gabon for additional interests in the Valhall and Hod fields in Norway and
lower entitlement to Algerian production.

Asia and other: Natural gas production in 20M1 was higher than 2010, primarily due to higher total
nominations at the Joint Development Area of Malaysia and Thailand (FDA) and the adjacent Block PM301 in
Malaysia and first production from the (Gajah Baru Complex at the Natuna A Field in Indonesia, which commenced
production in the fourth quarter of 201 1. Natural gas production in 2010 was lower than in 2009, primarily due to
downtime at the Pangkah Field in Tndonesia and a temporary shut-in at the Bumi Field in the TDA.

Sales Volumes: Lower sales volumes and other operating revenues decreased revenue by approximately
$1,100 million in 2011 compared with 2010 and higher sales volumes and other operating revenues increased
revenue by $135 million in 2010 compared with 2009,

Operating Costs and Depreciation, Depletion and Amortization: Cash operating costs. consisting of
production expenses und general and administrative expenses, increased by $460 million in 2011 compared with
2010 and increased by $145 million in 2010 compared with 2009. The increase in 2011 was primarily due to higher
production taxes as a result of higher selling prices, together with higher operating and maintenance expenses,
mainly in Norway and in the Bakken oil shale play. The increase in costs in 2010 compared to 2009 was primarily
due to higher production taxes as a result of higher selling prices.

Depreciation, depletion and amortization charges increased by $83 million in 2011 and $109 million in
2010, compared with the corresponding amounts in prior years. The increases in both 2011 and 2010 were
primarily due to higher per barrel costs. reflecting higher finding and development costs. 1n addition, the higher
total per barrel costs in 2011 resulted from a greater proportion of production volumes from the Bakken.

Excluding items affecting comparability between periods, cash operating costs per barrel of oil equivalent
were $19.71 in 2011, $14.45 in 2010 and $13.70 in 2009. Depreciation, depletion and amortization costs per
barrel of oil equivalent were $17.06 in 2011, $14.56 in 2010 and $14.19 in 2009. For 2012, cash operating costs
are estimated to be in the range of $20.00 to $21.00 per barrel and depreciation, depletion and amortization costs
are estimated to be in the range of $20.50 to $21.50 per barrel, resulting in total unit costs in the range of $40.50
to $42.50 per barrel of oil equivalent, excluding Libyan operations.

Exploration Expenses: Exploration expenses increased in 2011 compared to 2010, mainly due to higher
dry hole expenses. Dry hole expenses included amounts relating to two exploration wells on the Semai V Block,
offshore Indonesia and a well in the North Red Sea Block 1, offshore Egypt. Exploration expenses also increased
in 2010 from 2009, primarily due to higher lease amortization.

Income Tarxes: Excluding the impact of items affecting comparability, the effective income tax rates for
E&P operations were 38% in 2011, 44% in 2010 and 48% in 2009. The decrease in the effective income tax rate in
2011 compared with 2010 was predominantly duve to the suspension of Libyan operations, The effective income tax
rate for E&P operations in 2012 is estimated to be in the range of 36% to 40%. excluding Libyan operations.
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Foreign Exchange: The after-tax foreign currency losses were $16 million in 2011, $9 million in 2010
and $10 million in 2009,

Items Affecting Comparability of Earnings: Reported E&P eamnings include the following items affecting
comparability of income (expense) before and after income taxes for the years ended December 31:

Before Income Taxes After Income Taxes
2011 2010 2009 2011 2010 2009
(Millions of dollars)

Gainsonassetsales ................ $446 31,208 — $413  $1.130 3 —
Royalty dispule resolution ... ........ — — 143 — — 89
Asset Impairtents . ................ {358) {(332) (534) {140} (334) 26)
Dryholeexpense .................. — (101) — — (64) —
Reductions in carrying values of

ASSELS L L. — — (23) —_ — (18)
Income tax adjustment ............. e — — 29 —

$ 88 §$ 555 S$66 $24 § 732 $45

20{/4: In February 2011, the Corporation completed the sale of its interests in the Easington Catchment
Area (Hess 30%). the Bacton Area (Hess 23%). the Everest Field (Hess 19%) and the Lomond Field (Hess 17%)
in the United Kingdom North Sea for cash proceeds of $359 million, after post-closing adjustments. These
disposals resulted in pre-tax gains totaling $343 million ($310 million after income taxes). These assets had a
productive capacity of approximately 15,000 boepd. The total combined net book value of the disposed assets
prior to the sale was $16 million, including allocated goodwill of $14 million. In August 2011, the Corporation
completed the sale of its interests in the Snorre Field (Hess 1%), offshore Norway and the Cook Field (Hess
28%}) in the United Kingdom North Sea for cash proceeds of $131 million, after post-closing adjustments. These
disposals resulted in non-taxable gains totaling $103 million. The total combined net book value of the disposed
assets prior to the sale was $28 million, including allocated goodwill of $11 million.

In the third quarter of 2011, the Corporation recorded impairment charges of $358 million ($140 million after
income taxes) related to increases in the Corporation’s estimated abandonment liabilities primarily for
non-producing properties which resulted in the book value of the properties exceeding their fair value. See Note 9,
Asset Retirement Obligations in the notes to the Consolidated Financial Statements.

In July 2011, the United Kingdom increased the supplementary tax rate on petroleum operations to 32%
from 20% with an effective date of March 24, 2011. As a result, the Corporation recorded a charge of $29 million
to increase the deferred tax liability in the United Kingdom.

201¢0:  The Corporation completed the exchange of its interests in Gabon and the Clair Field in the United
Kingdom for additional interests of 28% and 25%, respectively, in the Valhall and Heod fields in Norway. This
non-monetary transaction, which was recorded at fair value, resulted in a pre-tax gain of $1,150 million ($1,072
million after income taxes). The Corporation also completed the sale of its interest in the Jambi Merang natural
gas development project in Tndonesia for a gain of $58 million.

The Corporation recorded a charge of $532 million ($334 million after income taxes) to fully impair the
carrying value of its 55% interest in the West Mediterranean Block 1 concession (West Med Block), located
offshore Egypt. This interest was acquired in 2006 and included four natural gas discoveries and additional
exploration prospects. The Corporation and its partners subsequently explored and further evaluated the area, made
a fifth discovery, conducted development planning, and held negotiations with the Egyptian authorities to amend the
existing gas sales agreement. In September 2010, the Corporation and its partners notified the Egyptian authorities
of their decision to cease exploration activities and to relinquish a significant portion of the block. As a result, the
Corporation fully impaired the carrying value of its interest in the West Med Block. The West Med Block was
relinquished in 2011. The Corporation also recorded $101 million ($64 million after income taxes) of dry hole
expenses related to previously suspended well costs on the West Med Block offshore Egypt and Block BM-S-22
offshore Brazil, both of which were drilled prior to 2010,
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2009: The U.S. Supreme Court decided it would not review the decision of the 5th Circuit Court of
Appeals against the U.S, Minerals Management Service (predecessor to the Bureau of Ocean Energy
Management, Regulation and Enforcement) relating to royalty relief under the Deep Water Royalty Relief Act of
1995, As a result, the Corporation recognized after-tax income of $89 million to reverse all previously recorded
royalties covering the periods from 2003 to 2009. The pre-tax amount of $143 million was reported in Other, net
in the Statement of Consolidated Income,

The Corporation recorded total asset impairment charges of $54 million ($26 million after income taxes) to
reduce the camrying value of two-short lived fields in the United Kingdom North Sea. Pre-tax charges of
approximately $23 million ($18 million after income taxes) were recorded to impair the carrving values of
production equipment and to write down materials inventories in Equatorial Guinea and the United States, The
pre-tax amount of most of the inventory write downs was reported in Production expenses in the Statement of
Consolidated Income.

The Corporation’s future E&P earnings may be impacted by external factors, such as volatility in the selling
prices of crude oil and natural gas, reserve and production changes, exploration expenses, industry cost inflation,
changes in foreign exchange rates and income tax rates, the effects of weather, political risk, environmental risk
and catastrophic risk. In addition, as a result of the oil spill in 2010 at the BP p.l.c. operated Macondo prospect in
the Gulf of Mexico, there have been and there may be further changes in laws and regulations that could impact
the Corporation’s future drilling operations and increase its potential liability in the event of an oil spill. For a
more comprehensive description of the risks that may affect the Corporation’s E&P business, see Ttem A, Risk
Factors Related to Our Business und Operations,

Marketing and Refining

Results from M&R activities were losses of $584 million in 2011, losses of $231 miilion in 2010 and
earnings of $127 million in 2009. Excluding the items affecting comparability reflected in the table on page 23
and discussed below, results were fosses of $59 million in 2011 and earnings of $58 million in 2010 and $115
million in 2009,

Refining: Refining results consist of the Corporation’s share of HOVENSA’s losses, together with the
results of Port Reading and other miscellaneous operating activities. Refining losses were $728 million in 2011
(including $525 million of after-tax losses related to the impairment recorded by HOVENSA and other charges
due to the decision to shut down the refinery in St. Croix), $445 million in 2010 (including a $289 million
after-tax charge to reduce the carrying value of the Corporation’s equity investment in HOVENSA) and
$87 million in 2009 (including a benefit of $12 million due to an income tax adjustment).

In 2011, HOVENSA experienced continued substantial operating losses due to global economic conditions
and competitive disadvantages versus other refiners. despite efforts to improve operating performance by
reducing refining capacity to 350,000 from 500,000 barrels per day in the first half of the year. Operating losses
were also projected to continue. In January 2012, HOVENSA announced a decision to shut down its refinery and
operate the complex as an oil storage terminal. As a result of these developments, HOVENSA prepared an
impairment analysis as of December 31, 2011, which concluded that undiscounted future cash flows would not
recover the carrying value of its long-lived assets, and recorded an impairment charge and other charges related
to the decision to shut down the refinery. For 2011, the Corporation recorded a total of $1,073 million of losses
from its equity investment in HOVENSA. These pre-tax losses included $875 million ($525 million after income
taxes) due to the impairment recorded by HOVENSA and other charges associated with its decision to shut down
the refinery. The Corporation’s share of the impairment related losses recorded by HOVENSA represents an
amount equivalent to the Corporation’s financial support to HOVENSA at December 31, 2011, its planned future
funding commitments for costs related to the refinery shutdown. and a charge of $135 million for the write-off of
related assets held by the subsidiary which owns the Corporation’s investment in HOVENSA, At December 31,
2011, the Corporation has a liability of $487 million for its planned funding commitments, which is expected to
be incurred in 2012. A deferred income tax benefit of $350 million, consisting primarily of U.S. income taxes,
has been recorded on the Corporation’s share of HOVENSA's impairment and refinery shutdown related
charges.
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In December 2010, the Corporation recorded an impairment charge of $300 million before income taxes
{$289 million after income taxes) to reduce the carrying value of its equity investment in HOVENSA, which was
recorded in Income (loss) from equity investment in HOVENSA L.L.C., on the Statement of Consolidated
Income. The investment had been adversely affected by consecutive annual operating losses resulting from
continued weak refining margins and refinery utilization. and a fourth quarter 2010 debt rating downgrade. As a
result of a strategic assessment in 2010, HOVENSA decided to lower its crude oil refining capacity to 350,000
from 500,000 barrels per day in 201 §. The Corporation performed an impairment analysis and concluded that its
investment had experienced an other than temporary decline in value. For discussion of the impairment charge.
see Note 5, HOVENSA LL.C. Joint Venture in the notes to the Consolidated Financial Statements.

Excluding items affecting comparability discussed above, the Corporation’s share of HOVENSA’s results
was 2 loss of $198 million in 2011, $137 million in 2010 ($222 million before income taxes) and $14!1 million
($230 million before income taxes) in 2009. U.S. Virgin Isfand income taxes have not been recorded on the
Corporation’s share of HOVENSA’s 2011 results due to cumulative operating losses. These results reflect lower
refining margins, higher fuel costs and lower sales volumes, During 2010, the fluid catalytic cracking unit at
HOVENSA was shut down for a scheduled turnaround. The Corporation's share of HOVENSA’s tumaround
expenses was approximately $20 million after income taxes.

Other after-tax refining results, principally from Port Reading operations, were a loss of $5 million in 2011,
a loss of $19 million in 2010 and income of $42 million in 2009. During 2010, the Port Reading refining facility
was shut down for 41 days for a scheduled turnaround. The after-tax expenses for the Port Reading tumaround
were approximately $30 million. The tumaround expenses are included in Other operating expenses in the
Statement of Consolidated Income.

The following table summarizes refinery utilization rates for the years ended December 31:
Refinery Utilization

Refinery
_Capseity 2001 2000 2009
(Thousands of
barrels per day}
HOVENSA
Crude .. e 350% 81.1% 78.0% 80.3%
Fluid catalyticcracker ........ ... ... ... .0 vrnrenn. 150 TLT% 66.5% 70.2%
Coker ... e e e 58 77.4% 78.3% Bl.6%
PortReading .. .. .. .o e i 70 20.0% 78.1% 90.2%

* HOVENSA’s crude oil refining capacity was reduced 1o 350,000 fram 500,000 barrels per day in the first hulf of 201 1.

Marketing: Markeling operations, which consist principally of retail gasoline and energy marketing
activities, generated income of $185 million in 2011, $215 million in 2010 and $168 million in 2009, The
decrease in eamings in 2011 compared with 2010 was due to lower sales volumes and lower margins. The
increase in earnings in 2000 compared with 2009 reflected improved margins from the weak economic
environment in 2009,

The table below summarizes marketing sales volumes for the years ended December 31:

2011 2010 2009
Refined petroleum product sales (thousands of barrels perday) ........ 430 471 473
Natural gas (thousands of mefperday) ................ ... ... ... 2,167 2,016 2,010
Electricity (megawatts round the clock) .. ... ... .. ... oievinronnt. 4,374 4,140 4306

The Corporation has a 30% voting interest in a consolidated partnership that trades energy commaodities and
energy derivatives. The Corporation also takes trading positions for its own account. The Corporation’s after-tax
results from trading activities, including its share of the results of the trading partnership, amounted to a loss of
$41 million in 2011, a loss of $1 million in 2010 and earnings of $46 million in 2009.

Marketing expenses increased in 2011 compared with 2010 reflecting higher retail credit card fees,
maintenance, environmental and employee refated expenses. Marketing expenses increased in 2010 compared
with 2009, principally reflecting changes in retail credit card fees.
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The Corporation's future M&R eamings may be impacted by supply and demand factors, volatility in
margins, credit risks, the effects of weather, competitive industry conditions, political risk, environmental risk
and catastrophic risk. For a more comprehensive description of the risks that may affect the Corporation’s M&R
business, see ltem 1A. Risk Factors Related to Qur Business and Operations.

Corporate

The following table summarizes corporate expenses for the years ended December 31:

2011 2010 200y
{Millions of doflars)
Corporate expenses (excluding items affecting comparability) ......... $260 3256 $227
Income taxes (benefits) .. ... ... i e e e (106) (104) (82)
Net cOrporate eXpenses . .- . ...ttt t i e o 154 152 145
Items affecting comparability between periods, aftertax ......._ ... .. — 7 60
Total corporate expenses, after-tax . .............covivee il $ 154 %159 $205

Excluding items affecting comparability between periods, net corporate expenses were comparable in 2011
and 2010, The increase in net corporate expenses in 2010 compared with 2009 primarily reflects higher employee
and insurance costs and bank facility fees. After-tax corporate expenses in 2012 are estimated to be in the range
of $160 million to $170 million.

In 2010, the Corporation recorded a pre-tax charge of $11 million ($7 million after income taxes) related to
the repurchase of the remaining $116 million of fixed-rate public notes that were scheduled to mature in 2011, In
2009, the Corporation recorded pre-tax charges of $54 million ($34 million after income taxes) related to the
repurchase of $546 million in fixed-rate public notes that were scheduled to mature in 2011 and $42 million ($26
million after income taxes) relating to retirement benefits and employee severance costs. The pre-tax charges in
connection with the debt repurchases were recorded in Other, net, and the pre-tax amounts of the retirement
benefits and severance costs were recorded in General and administrative expenses in the Statement of
Consolidated Income.

Interest

Interest expense was as follows for the years ended December 31:

2011 2010 2009
(Millions of dollars)
Total interest incurred .. ... ... ... ... e $ 3% $ 366 $ 366
Capitalized interest ... .. ... ... ... . i (13) (5) (6)
Interest expense before income taxes ............. ... ... 383 361 360
Income taxes (benefits) . ........... e, (149) (140 (136)
After-tax Interest Xpense . ... ..., ...t e, $ 234 § 221 $ 224

The increase in interest expense in 2011 compared to 2010 primarily reflects higher average borrowings
following the issuance of $1.25 billion of 30-year fixed-rate public notes in August 2010, Capitalized interest
increased in 2011 due to the sanctioning of the Tubular Bells project. Interest expense was comparable in 2010
and 2009, After-tax interest expense in 2012 is expected to be in the range of $245 million to $255 million.

Consalidated Sales and Cost of Products Sold

Sales and other operating revenues totaled $38,466 million m 2011, $33,862 million in 2010 and
$29,614 million in 2009. The increase in Sales and other operating revenues of 14% year-on-year from 2009 to
2011 is primarily due to higher crude oil and refined petroleum product selling prices, partially offset by lower
crude oil and refined petroleum product sales volumes.
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The increase in Cost of products sold each year principally reflects higher prices for purchased refined
petroleum products.
Liquidity and Capital Resources

The following table sets forth certain relevant measures of the Corporation’s liquidity and capital resources
at December 31:

2011 2010
(Millions of dollars)
Cashand cashequivalents . ........... ... iiiiiinrreereinrieianns $ 351 % 1,608
Short-term debt and current maturities of long-termdebt ................. $ 52 % 46
Total debt . ..o e e $ 6,057 % 5,583
Total @quitY .. o e $18,592 $16.809
Debt to capitalization ratio® . ... . L 24.6% 24.9%

* Total debr as a percentage of the stim of total debr plus equiry.

Cash Flows
The following table sets forth a summary of the Corporation’s cash flows for the years ended December 31
2011 2010 2009
(Millions of dollars)
Net cash provided by {used in):
Operating activities .. ... . . . . . i $4984 $4530 $3046
Investing activItIES .. ... ..o i e e (6,566} (5,259) (2,924)
Financing activities . ... ... ...t in it e 325 975 332
Net increase (decrease) in cash and cash equivalents . ........... $(1,257) % 246 $ 454

Operating Activities: Net cash provided by operating activities amounted to $4,984 million in 2011
compared with $4,530 million in 2010, reflecting higher operating eamings partially offset by a period over
period increase in the use of cash from changes in operating assets and liabilities of $412 million. Operating cash
flow increased to $4.530 million in 2010 from $3.046 million in 2009 principally reflecting higher eamings.

Investing Activities: The following table summarizes the Corporation’s capital expenditures for the years
ended December 31:

2011 2010 2009
{Millions of dollars}
Exploration and Production

Exploration ... ... ... e e $ 869 § 552 § e6ll
Production and development .. ... _ .. ... ... . ... .. .. ... 4,673 2,592 1,927
Acquisitions (including leaseholds)y ......................... 1,346 2,250 262
6,888 5,394 2,800
Marketing, Refining and Corporate .............co0vvvrnernn. 118 98 118
1 $7,006 $5492 $2918

Capital expenditures in 2011 included acquisitions of approximately $800 million for 185,000 net acres in
the Utica Shale play in eastern Ohio, $214 million for interests in two blocks in the Kurdistan Region of Iraq and
$116 million for an additional 4% interest in the South Arne Field in Denmark. Capital expenditures in 2010
included acquisitions of 167,000 net acres in the Bakken oil shale play in North Dakota from TRZ Energy, LLC
for $1,075 million in cash and additional interests of 8% and 13% in the Valhall and Hod fields, respectively, for
$507 million in cash. Capital expenditures in 2009 included acquisitions of $188 million for unproved leaseholds
and $74 million for a 50% interest in blocks PM301 and PM302 in Malaysia, which are adjacent to Block A-18
of the IDA. In addition, proceeds from asset sales were $490 million in 2011 and $183 million in 2010.
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Financing Activities: During 2011, net proceeds from borrowings on available credit facilities were $422
million, During 2010, net proceeds from borrowings were $1,098 million, including the August 2010 issuance of
$1.250 million of 30-year fixed-rate public notes with a coupon of 5.6% scheduled to mature in 2041. The
proceeds were used to purchase additional acreage in the Bakken and additional interests in the Valhall and Hod
fields. In January 2010, the Corporation completed the repurchase of the remaining $116 million of fixed-rate
public notes that were scheduled to mature in 2011.

Total common stock dividends paid were $136 million in 2011 and $131 million in 2010 and 2009. The
Corporation received net proceeds {rom the exercise of stock options, including related income tax benefits of
$88 million, $54 million and $18 million in 2011, 2010 and 2009, respectively.

Future Capital Reguirements and Resources

The Corporation anticipates investing a total of approximately $6.8 billion in capital and exploratory
expenditures during 2012, substantially all of which is targeted for E&P operations. The Corporation expects to
fund its 2012 operations, including capital expenditures, its share of HOVENSA financtal support totaling
$487 million, dividends, pension contributions and required debt repayments, with existing cash on-hand, cash
flows from operations including the effect of hedging, proceeds from asset sales and its available credit facilities.
Crude oil and natural gas prices are volatile and difficult to predict. Tn addition, unplanned increases in the
Corporation’s capital expenditure program could occur. If conditions were to change, such as a significant decrease
in commodity prices or an unexpected increase in capital expenditures, the Corporation would take steps to protect
its financial flexibility and may pursue other sources of liquidity, including the issuance of debt securities, the
issuance of equity securities, and/or asset sales.

The table below summarizes the capacity, usage, and available capacity of the Corporation’s borrowing and
letter of credit facilities at December 31, 2011;

Expiration Letters of Available
Date Capacity Borrowings CreditIssucd Total Used Capacity
(Millions of dollars)

Revolving credit facility ............. April 2016 $ 4,000 $ — $ 173 % 173 $33827
Asset-backed credit facility ........... July 2012 (a) 525 350 — 350 175
Committed lines ................... Various (b) 2,675 — 1,063 1,063 1,612
Uncommitted lines .. _.............. Various (b) 562 100 462 562 —
Total . .. e 37,762 $450 $1,698 $2,148 $5.614

ta) Total capacity of §1 billion subject 1o the umount of eligible receivables posted as collateral.

(b) Committed und ancommined lines have expiration dates through 2014,

In April 2011, the Corporation entered into a new $4 billion syndicated revolving credit facility that matures in
April 2016. This facility, which replaced a $3 billion facility that was scheduled to mature in May 2012, can be used
for borrowings and letters of credit. Borrowings on the facility bear interest at 1.25% above the London Interbank
Offered Rate. A facility fee of 0.25% per annum is also payable on the amount of the facility. The interest rate and
facility fee are subject to adjustment if the Corporation’s credit rating changes. The covenants that establish
restrictions on the amount of total borrowings and secured debt are consistent with the previous facility.

The Corporation has a 364-day asset-backed credit facility securitized by certain accounts receivable from its
Marketing and Refining operations. Under the terms of this financing arrangement, the Corporation has the ability
to borrow or issue letters of credit of up to $1 billion subject to the availability of sufficient levels of eligible
receivables. At December 31, 2011, outstanding borrowings under this facility of $350 million were collateralized
by a total of $947 million of accounts receivable, which are held by a wholly-owned subsidiary. These receivables
are only available to pay the general obligations of the Corporation after satisfaction of the outstanding obligations
under the asset-bucked facility.

The Corporation alse has a shelf registration statement filed with the SEC under which it may issue
additional deht securities, warrants, common stock or preferred stock. Promptly after filing this report. as a result
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of the Corporation’s existing shelf registration expiring on February 26, 2012, the Corporation anticipates filing a
new shelf registration statement under the Securities Act of 1933, as amended, under which it may issue, among
other things, additional debt securities, warrants, common stock or preferred stock.

The Corporation’s long-term debt agreements contain a financial covenant that restricts the amount of total
borrowings and secured debt. At December 31, 2011, the Corporation is permitted to borrow up to an additional
$24.9 billion for the construction or acquisition of assets. The Corporation has the ability to borrow up to an
additional $4.5 billion of secured debt at December 31, 2011,

The Corporation’s $1.7 biltion in letters of credit outstanding at December 31, 2011 were primarily issued to
satisfy margin requirements. See also Note 17, Risk Management and Trading Activities in the notes to the
Consaolidated Financial Statements,

Credit Ratings

There are three major credit rating agencies that rate the Corporation’s debt. All three agencies have
currently assigned an investment grade rating with a stable outlook to the Corporation’s debt. The interest rates
and facility fees charged on some of the Corporation’s credit facilities, as well as margin requirements from risk
management and trading counterparties, are subject to adjustment if the Corporation’s credit rating changes.

Coniractual Obligations and Contingencies

Following is a table showing aggregated information about certain contractual obligations at December 31,
2011:

Payments Due by Period
2013 and 2015 and
Totat 2012 2014 2016 Thereafler
(Millions of dollars)
Totaldebt* . ....... ... .. .. .. ... $6057 § 52 5 386 $459 $ 5,160
Operating leases ....................... 3,210 531 1,195 320 1,164
Purchase obligations
Supply comumitments ................. 8,131 7,187 782 149 13
Capital expenditures and other
investments . ..........c...iiie.a. 3,045 1,640 873 257 275
Operating expenses .........oveveannn. 3,039 1,637 829 204 369
Other long-term labilities ... ........... 3,327 290 556 463 2,018

* At December 31, 2011, the Corporation’s debi bears interest ar a weighted average rate of 6.8%.

Supply commitments include term purchase agreements at market prices for a portion of the gasoline
necessary 1o supply the Corporation’s retail marketing system and feedstocks for the Port Reading refining
facility. In addition, the Corporation has commitments to purchase refined petroleum products, natural gas and
electricity to supply contracted customers in its energy marketing business. These commitments were computed
based predominately on year-end market prices.

The table also reflects future capital expenditures, including the portion of the Corporation’s planned
$6.8 billion capital investment program for 2012 that was contractually committed at December 31, 2011,
Obligations for operating expenses include commitments for transportation, seismic purchases, oil and gas
production expenses and other normal business expenses. Other long-term liabilities reflect contractually
committed obligations in the Consolidated Balance Sheet at December 31, 2011, including asset retirement
obligations, pension plan liabilities and estimates for uncertain income tax positions.

During 20( 1, the Corporation entered into a lease agreement for a floating production system and related
support activities for the Tubular Bells Field. Payments under this five year contract, which total approximately
$420 million and are expected to commence by mid-2014, are included in Capital expenditures and other
investments in the contractual obligations table above. The Corporation also has a tolling agreement with
Bayonne Energy Center, LL.C {BEC) (Hess 50%), a joint venture formed to generate electricity for sale into the
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New York City market, Under the tolling arrangement, the Corporation will pay its share of a predetermined
monthly amount to BEC following the start up of plant operations, which is expected in mid-2012. Estimated
payments through 2027, which total approximately $415 million, are included in Operating expenses in the
contractual obligations table.

The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and
other assets for varying periods under leases accounted for as operating leases.

The Corporation has a contingent purchase obligation to acquire the remaining interest in WilcoHess, a
retail gasoline station joint venture. This contingent obligation, which expires in April 2014, was approximately
$205 million at December 31, 201 1.

The Corporation is contingently liable under letters of credit and under guarantees of the debt of other
entities directly related to its business at December 31, 2011 as shown below (in millions of dollars):

Letters of Credit . .. . ot e e e e e $ 67
L1 31| (= = 15
$ 82

Off-balance Sheet Arrangements

The Corporation has leveraged leases not included in its Consolidated Balance Sheet, primarily related to
retail gasoline stations that the Corporation operates. The net present value of these leases is $388 million at
December 31, 2011 compared with $394 million at December 31, 2010. If these leases were included as debt, the
Corporation’s December 31, 2011 debt to capitalization ratio would increase to 25.7% from 24.6%.

See also Note 18, Guarantees and Contingencies in the notes to the Consclidated Financial Statements.

Foreign Operations

The Corporation conducts exploration and production activities outside the United States, principally in
Algeria, Australia, Azerbaijan, Brazil, Brunei, China. Denmark, Egypt, Equatorial Guinea, France, Ghana,
Indonesia, the Kurdistan region of Irag, Libya, Malaysia, Norway, Peru, Russia, Thailand and the United
Kingdom. Therefore, the Corporation is subject to the risks associated with foreign operations, including political
risk, tax law changes and currency risk,

See also Ttemn 1A, Risk Factors Related to Our Business and Operations.

Accounting Policies
Critical Accounting Policies and Estimates

Accounting policies and estimates affect the recognition of assets and liabilities in the Corporation’s
Consolidated Balance Sheet and revenues and expenses in the Statement of Consolidated Income, The
accounting methods used can affect net income, equity and various financial statement ratios. However, the
Corporation’s accounting policies generally do not change cash flows or liquidity.

Accounting for Exploration and Development Costs:  Exploration and production activities are accounted
for using the successful efforts method. Costs of acquiring unproved and proved oil and gas leasehold acreage,
including lease bonuses, brokers’ fees and other related costs, are capitalized. Annual lease rentals, exploration
expenses and exploratory dry hole costs are expensed as incurred. Costs of drilling and equipping productive
wells, including development dry holes, and refated production facilities are capitalized. In production
operations, costs of injected CO, for tertiary recovery are expensed as incurred,

The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of
whether proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is
completed if (1) the well has found a sufficient quantity of reserves to justify completion as a producing well and
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(2) sufficient progress is being made in assessing the reserves and the economic and operational viability of the
project. If either of those criteria is not met, or if there is substantial doubt about the economic or operational
viability of the project, the capitalized well costs are charged to expense, Indicators of sufficient progress in
assessing reserves and the economic and operating viability of a project include: commitment of project
personnel, active negotiations for sales contracts with customers, negotiations with governments, operators and
contractors and firm plans for additional drilling and other factors.

Crude (3l and Natural Gas Reserves: The SEC revised its oil and gas reserve estimation and disclosure
requirements effective for year-end 2009 reporting. In addition, the Financial Accounting Standards Board
(FASB) revised its accounting standard on oil and gas reserve estimation and disclosures. The determination of
estimated proved reserves is a significant element in arriving at the results of operations of exploration and
production activities. The estimates of proved reserves affect well capitalizations, the unit of production
depreciation rates of proved properties and wells and equipment, as well as impairment testing of oil and gas
assets and goodwill,

For reserves to be booked as proved they must be determined with reasonable certainty to be economically
producible from known reservoirs under existing economic conditions, operating methods and government
regulations, In addition, government and project operator approvals must be obtained and. depending on the
amount of the project cost, senior management or the board of directors must commit to fund the project. The
Corporation maintains its own internal reserve estimates that are calculated by technical staff that work directly
with the oil and gas properties. The Corporation’s technical staff updates reserve estimates throughout the year
based on evaluations of new wells, performance reviews, new technical data and other studies. To provide
consistency throughout the Corporation, standard reserve estimation guidelines, definitions, reporting reviews
and approval practices are vsed. The internal reserve estimates are subject to internal technical audits and senior
management review, The Corporation also engages an independent third party consulting firm to audit
approximately 80% of the Corporation’s total proved reserves.

Impairment of Long-lived Assets and Goodwill:  As explained below, there are significant differences in
the way long-lived assets and goodwill are evaluated and measured for impairment testing. The Corporation
reviews long-lived assets, incloding oil and gas fields, for impairment whenever events or changes in
circumstances indicate that the carrying amounts may not be recovered. Long-lived assets are tested based on
identifiable cash flows that are largely independent of the cash flows of other assets and liabilities. If the carrying
amounts of the long-lived assets are not expected to be recovered by undiscounted future net cash flow estimates,
the assets are impaired and an impairment loss is recorded. The amount of impairment is based on the estimated
fair value of the assets generally determined by discounting anticipated future net cash flows,

In the case of oil and gas fields, the present value of future net cash flows is based on management’s best
estimate of future prices. which is determined with reference to recent historical prices and published forward
prices, applied to projected production volumes and discounted at a risk-adjusted rate. The projected production
volumes represent reserves, including probable reserves, expected to be produced based on a stipulated amount
of capital expenditures.

The production volumes, prices and timing of production are consistent with internal projections and other
externally reported information. Oil and gas prices used for determining asset impairments will generally differ
from those used in the standardized measure of discounted future net cash flows, since the standardized measure
requires the use of historical twelve month average prices.

The Corporation’s impairment tests of long-lived E&P producing assets are based on its best estimates of
future production volumes (including recovery factors), selling prices, operating and capital costs, the timing of
future production and other factors, which are updated each time an impairment test is performed. The
Corporation could have impairments if the projected production volumes from oil and gas fields decrease, crude
oil and natural gas selling prices decline significantly for an extended period or future estimated capital and
operating costs increase significantly.

The Corporation’s goodwill is tested for impairment annually in the fourth quarter or when events or
circumstances indicate that the carrying amount of the goodwill may not be recoverable. The goodwill test is
conducted at a reporting unit level, which is defined in accounting standards as an operating segment or one level
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below an operating segment. The reporting vnit or units to be used in an evaluation and measurement of goodwill
for impairment testing are determined from a number of factors, including the manner in which the business 1s
managed. The Corporation has concluded that the E&P segment is the reporting unit for the purposes of testing
goodwill for impairment, since the E&P segment is managed globally by one segment manager who atlocates
financial and technical resources globully and reviews operating results at the segment level. Accordingly, the
Corporation expects that the benefits of goodwill will be recovered through the operations of that segment.

If any of the E&P segment components, such as our financial reporting regions (United States, Europe,
Africa and Asia) were considered to be reporting units, an analysis would be performed to determine if these
components were economically similar as defined in the accounting standard for goodwill (ASC 350-20-35). Tf
components are economically similar, that guidance requires that those components be aggregated and deemed a
single reporting unit.

While the Corporation believes that the E&P segment is the reporting unit becavse of the manner in which
the business is managed, it also evaluated the required aggregation criteria specified in the accounting standard
for segment reporting (ASC 280-10-50-11) and determined that its compenents are economically similar for the
following reasons:

+ The Corporation operates its exploration and production segment as a single, global business.
* Each component produces oil and gas.

» The exploration and production processes are similar in each component.

* The methods used by each component to market and distribute oil and gas are sirmilar.

+ Customers of each component are similar.

+ The components share technical resources and support services.

If the Corporation reorganized its exploration and production business such that there was more than one
reporting unit, geodwill may be assigned to two or more reporting units.

The Corporation’s fair value estimate of the E&P segment is the sum of: (1) the discounted anticipated cash
flows of producing assets and known developments, (2) the estimated risk adjusted present value of exploration
assets, and (3) an estimated market premium to reflect the market price an acquirer would pay for potential
synergies including cost savings, access W0 new business opportunities, enterprise control, improved processes and
increased market share. The Corporation also considers the relative market valuation of similar E&P companies.

The determination of the fair value of the E&P segment depends on estimates about oil and gas reserves,
future prices, timing of future net cash flows and market premiums. Significant extended declines in crude oil
and natural gas prices or reduced reserve estimates could lead to a decrease in the fair value of the E&P segment
that could result in an impairment of goodwill.

As there are significant differences in the way long-lived assets and goodwill are evaluated and measured
for impairment testing. there may be impairments of individual assets that would not cause an impairment of the
goodwill assigned to the E&P segment.

Impairment of Equity Investees: The Corporation reviews equity method investments for impairment
whenever events or changes in circumstances indicate that an other than temporary decline in value may have
occurred. The fair value measurement used in the impairment assessment is based on quoted market prices,
where available, or other valuation techniques, including discounted cash flows. Differences between the
carrying value of the Corporation’s equity investments and its equity in the net assets of the affiliate that result
from impairment charges are amortized over the remaining useful life of the affiliate’s fixed assets.

Income Taxes: Judgments are required in the determination and recognition of income tax assets and
liabilities in the financial statements. These judgments include the requirement to only recognize the financial
statement effect of a tax position when management believes that it is more likely than not, that based on the
technical merits, the position will be sustained upon examination.

The Corporation has net operating loss carmryforwards or credit carryforwards in several jurisdictions,
including the United States, and has recorded deferred tax assets for those losses and credits. Additionally, the
Corporation has deferred tax assets due to temporary differences between the book basis and tax basis of certain
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assets and liabilities. Regular assessments are made as to the likelihood of those deferred tax assets being
realized. If it is more likely than not that some or all of the deferred tax assets will not be realized, a valuation
allowance is recorded to reduce the deferred tax assets to the amount that is expected to be realized. In evaluating
reatizability of deferred tax assets, the Corporation refers to the reversal periods for available carryforward
periods for net operating losses and credit carryforwards, temporary differences, the availability of tax planning
strategies, the existence of appreciated assets and estimates of future taxable income and other factors. Estimates
of future taxable income are based on assumptions of oil and gas reserves and selling prices that are consistent
with the Corporation’s internal business forecasts. Additionally, the Corporation has income taxes which have
been deferred on intercompany transactions eliminated in consolidation related to transfers of property, plant and
equipment remaining within the consolidated group. The amortization of these income taxes deferred on
intercompany transactions will occur ratably with the recovery through depletion and depreciation of the carrying
value of these assets. The Corporation does not provide for deferred U.S. income taxes for that portion of
undistributed earnings of foreign subsidiaries that are indefinitely reinvested in foreign operations.

Fair Yalue Measurements: The Corporation’s derivative instruments and supplemental pension plan
investments are recorded at fair value, with changes in fair value recognized in earnings or other comprehensive
income each period as appropriate. The Corpoeration uses various valuation approaches in determining fair value,
including the market and income approaches. The Corporation’s fair value measurements also include
non-performance risk and time value of money considerations. Counterparty credit is considered for receivable
balances, and the Corporation’s credit is considered for acerued liabilities.

The Corporation also records certain nonfinancial assets and liabilities at fair value when required by
generally accepted accounting principles. These fair value measurements are recorded in connection with
business combinations, the initial recognition of asset retirement obligations and any impairment of long-lived
assets, equity method investments or goodwill.

The Corporation determines fair value in accordance with the FASB fair value measurements accounting
standard which established a hierarchy for the inputs used to measure fair value based on the source of the input,
which generally range from quoted prices for identical instruments in a principal trading market (Level 1) to
estimates determined using related market data (Level 3). Multiple inputs may be used to measure fair value,
however, the level of fair value is based on the lowest significant input level within this fair value hierarchy.

Details on the methods and assumptions used to determine the fair values are as follows:

Fair value measurements based on Level 1 inpufs: Measurements that are most observable are
based on quoted prices of identical instruments obtained from the principal markets in which they are traded,
Closing prices are both readily available and representative of fair value. Market transactions occur with
sufficient frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange
traded futures and options are considered Level 1.

Fair value measurements based on Level 2 inpufs: Measurements derived indirectly from
observable inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements
based on Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded
curve but have contractual terms that are not identical to exchange traded contracts. The Corporation utilizes fair
value measurements based on Level 2 inputs for certain forwards, swaps and options. The liability related to the
Corporation’s crude oil hedges is classified as Level 2.

Fuair value measurements based on Level 3 inputs: Measurements that are least observable are
estimated from related market data determined from sources with little or no market activity for comparable
confracts or are positions with longer durations. For example. in its energy marketing business, the Corporation
sells natural gas and electricity to customers and offsets the price exposure by purchasing forward contracts. The
fair value of these sales and purchases may be based on specific prices at less liquid delivered locations, which
are classified as Level 3. Fair values determined using discounted cash flows and other unobservable data are
also classified as Level 3.

Derivatives: The Corporation utilizes derivative instruments for both risk management and trading
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, individually
or in combination to mitigate its exposure to fluctuations in the prices of crude oil, natural gas, refined petroleum
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products and electricity, as well as changes in interest and foreign currency exchange rates. In trading activities,
the Corporation, principally through a consolidated partnership, trades energy-related commodities and
derivatives, including futures, forwards, options and swaps, based on expectaticms of future market conditions.

All derivative instruments are recorded at fair value in the Corporation’s Consolidated Balance Sheet, The
Corporation’s policy for recognizing the changes in fair value of derivatives varies based on the designation of
the derivative. The changes in fair value of derivatives that are not designated as hedges are recognized currently
in earnings. Derivatives may be designated as hedges of expected future cash flows or forecasted transactions
(cash flow hedges) or hedges of firm commitments (fair value hedges). The effective portion of changes in fair
value of derivatives that are designated as cash flow hedges is recorded as a component of other comprehensive
income (loss). Amounts included in Accumulated other comprehensive income (loss) for cash flow hedges are
reclassified into eamings in the same period that the hedged item is recognized in eamings. The ineffective
portion of changes in fair value of derivatives designated as cash flow hedges is recorded currently in earnings.
Changes in fair value of derivatives designated as fair value hedges are recognized currently in earnings. The
change in fair valve of the related hedged commitment is recorded as an adjustment to its carrying amount and
recognized currently in eamings.

Derivatives that are designated as either cash flow or fair value hedges are tested for effectiveness
prospectively before they are executed and both prospectively and retrospectively on an on-going basis to
determine whether they continue to qualify for hedge accounting. The prospective and retrospective effectiveness
calculations are performed using either historical simulation or other statistical models, which utilize historical
observable market data consisting of futures curves and spot prices.

Retirement Plans: The Corporation has funded non-contributory defined benefit pension plans and an
unfunded supplemental pension plan. The Corporation recognizes in the Consolidated Balance Sheet the net
change in the funded status of the projected benefit obligation for these plans.

The determination of the obligations and expenses related to these plans are based on several actuarial
assumptions, the most significant of which relate to the discount rate for measuring the present value of future plan
obligations; expected long-term rates of return on plan assets; and rate of future increases in compensation levels.
These assumptions represent estimates made by the Corporation, some of which can be affected by external factors.
For example, the discount rate used to estimate the Corporation’s projected benefit obligation is based on a portfolio
of high-quality, fixed income debt instruments with maturities that approximate the expected payment of plan
obligations, while the expected return on plan assets is developed from the expected future returns for each asset
category, weighted by the target allocation of pension assets to that asset category. Changes in these assumptions
can have a material impact on the amounts reported in the Corporation’s financial statements.

Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle long
lived assets and to restore land or seabed at certain exploration and production locations. In accordance with
generally accepted accounting principles, the Corporation recognizes a liability for the fair value of required asset
retirement obligations. In addition, the fair value of any legally required conditional asset retirement obligations is
recorded if the liability can be reasonably estimated. The Corporation capitalizes such costs as a component of the
cartying amount of the underlying assets in the period in which the liability is incurred. In order to measure these
obligations, the Corporation estimates the fair value of the obligations by discounting the future payments that will
be required to satisfy the obligations. In determining these estimates, the Corporation is required to make several
assumptions and judgments related to the scope of dismantlement, timing of settlement, interpretation of legal
requirements, inflationary factors and discount rate. In addition, there are other extemal factors which could
significantly affect the ultimate settlement costs for these obligations including changes in environmental
regulations and other statutory requirements, fluctuations in industry costs and foreign currency exchange rates and
advances in technology. As a result, the Corporation’s estimates of asset retirement obligations are subject to
revision due to the factors described above. Changes in estimates prior to settlement result in adjustments to both
the liability and related asset values.
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Environment, Health and Safety

The Corporation has a values-based, socially-responsible strategy focused on improving environment, health
and safety performance and making a positive impact on communities where it does business. The strategy is
reflected in the Corporation’s environment, health, safety and social responsibility (EHS & SR) policies and by
environment and safety management systems that help protect the Corporation’s workforce, customers and local
communities. The Corporation’s management systems are designed to uphold or exceed international standards
and are intended to promote internal consistency, adherence to policy objectives and continual improvement in
EHS & SR performance. Improved performance may, in the short-term, increase the Corporation’s operating
costs and could also require increased capital expenditures to reduce potential risks to assets, reputation and
license to operate. In addition to enhanced EHS & SR performance, improved productivity and operational
efficiencies may be realized as coflateral benefits from investments in EHS & SR. The Corporation has programs
in place to evaluate regulatory compliance, audit facilities, train employees, prevent and manage risks and
emergencies and to generally meet corporate EHS & SR goals.

Over the last several years, many refineries have entered into consent agreements to resolve the United
States Environmental Protection Agency’s (EPA) assertions that refining facilities were modified or expanded
without complying with the New Source Review regulations that require permits and new emission controls in
certain circumstances and other regulations that impose emissions control requirements. In January 2011,
HOVENSA signed a consent decree with the EPA to resolve its claims. Under the terms of the Consent Decree,
HOVENSA agreed to pay a penalty of approximately $5 million and spend approximately $700 million over the
next 10 years to install equipment and implement additional operating procedures at the HOVENSA refinery to
reduce emissions. In addition, the Consent Decree requires HOVENSA to spend approximately $5 million to
fund an environmental project to be determined at a later date by the Virgin Tslands and $500,000 to assist the
Virgin Islands Water and Power Authority with monitoring. However, as a result of HOVENSA's decision to
shut down its refinery, which was announced in January 2012, HOVENSA believes that it will not be required to
make material capital expenditures pursuant to this consent decree. The Corporation believes that it will also
enter into a consent decree with the EPA in the near future to resolve these matters as they relate to its Port
Reading refinery facitity, which is not expected to have a material adverse impact on the financial condition,
results of operations or cash flows of the Corporation.

The Corporation produces and distributes fuel oils in the United States. Many states and localities are
adopting requiremnents that mandate a lower sulfur content of fuel vils and restrict the types of fuel oil sold within
their jurisdictions. These proposals could require capital expenditures by the Corporation for its Port Reading
refining facility to meet the required sulfur content standards or other changes in the marketing of fuel oils and
atfect the profitability of that facility.

The Corporation has undertaken a program to assess, monitor and reduce the emission of greenhouse gases,
including carbon dioxide and methane. The Corporation recognizes that climate change is a global environmental
concern, The Corporation is committed to the responsible management of greenhouse gas emissions from our
existing assets and future developments and is implementing a strategy to control our carbon emissions.

The Corporation will have continuing expenditures for environmental assessment and remediation. Sites
where corrective action may be necessary include gasoline stations. terminals, onshore exploration and
production facilities, refineries (including solid waste management units under permits issved pursuant to the
Resource Conservation and Recovery Act) and, although not currently significant, “Superfund” sites where the
Corporation has been named a potentially responsible party.

The Corporation accrues for environmental assessment and remediation expenses when the future costs are
probable and reasonably estimable. At year-end 2011, the Corporation’s reserve for estimated remediation
liabilities was approximately $60 million. The Corporation expects that existing reserves for environmental
liabilities will adequately cover costs to assess and remediate known sites. The Corporation’s remediation
spending was $19 million in 2011, $13 million in 2010 and $11 million in 2009. Capital expenditures for
facilities, primarily to comply with federal, state and local environmental standards, other than for the low sulfur
requirements, were approximately $95 million in 2011, $85 million in 2010 and $30 million in 2009.
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Forward-looking Information

Certain sections of this Annual Report on Form 10-K, including Business and Properties, Management’s
Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and Qualitative
Disclosures about Market Risk, include references to the Corporation’s future results of operations and financial
position, liquidity and capital resources, capital expenditures, oil and gas production, tax rates, debt repayment,
hedging, derivative, market risk and environmental disclosures, off-balance sheet arrangements and contractual
obligations and contingencies, which include forward-looking information. These sections typically include
statements with words such as “anticipate”, “estimate”, “expect”, “forecast”, “guidance”, “could”, “may”,
“should”, “would” or similar words, indicating that future outcomes are uncertain. Forward-looking disclosures
are based on the Corporation’s current understanding and assessment of these activities and reasonable
assumptions about the future. Actual results may differ from these disclosures because of changes in market
conditions, government actions and other factors. For more information regarding the factors that may cause the
Corporation’s results to differ from these statements, see liem 1A, Risk Factors Related to Our Business and
Operations.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

In the normal course of its business, the Corporation is exposed to commaodity risks related to changes in the
price of crude oil, natural gas. refined petroleum products and electricity, as well as to changes in interest rates
and foreign currency values, In the disclosures that follow, risk management activities are referred to as energy
marketing and corporate risk management activities, The Corporation also has trading operations, principally
through a 50% voting interest in a consclidated partnership that trades energy-related commodities, securities and
derivatives. These activities are also exposed to commodity risks primarily related to the prices of crude oil,
natural gas and refined petrcleum products. The following describes how these risks are controlled and managed.

Controls: The Corporation maintains a control environment under the direction of its chief risk officer and
through its corporate risk policy, which the Corporation’s senior management has approved. Controls include
volumetric, term and value at risk limits. The chief risk officer must approve the use of new instruments or
commadities. Risk limits are monitored and are reported on a daily basis to business units and to senior
management. The Corporation’s risk management department also performs independent verifications of sources of
fair values and validations of valuation models. These controls apply to all of the Corporation’s risk management
and trading activities, including the consolidated trading partnership. The Corporation’s treasury department is
responsible for administering and monitoring foreign exchange rate and interest rate hedging programs.

The Carporation uses value at risk to monitor and control commodity risk within its risk management and
trading activities. The value at 1isk model uses historical simulation and the results represent the potential loss in
fair value over one day at a 95% contidence level. The model captures both first and second order sensitivities
for options. Results may vary from time to time as strategies change in trading activities or hedging levels change
in risk management activities.

Instruments: The Corporation primarily uses forward commodity contracts, foreign exchange forward
contracts, futures, swaps, options and energy commeodity based securities in its risk management and trading
activities. These contracts are generally widely traded instruments with standardized terms. The following
describes these instruments and how the Corporation uses them:

*  Forward Commodity Contracts: The Corporation enters into contracts for the forward purchase and
sale of commodities. At settlement date, the notional value of the contract is exchanged for physical
delivery of the commodity. Forward contracts that are deemed normal purchase and sale contracts are
excluded from the quantitative market risk disclosures.

*  Forward Foreign Exchange Contracts: The Corporation enters into forward contracts primarily for the
British Pound and the Thai Baht, which commit the Corporation to buy or sell a fixed amount of these
currencies at a predetermined exchange rate on a future date.

*  Exchange Traded Contracts: The Corporation uses exchange traded contracts, including futures, on a
number of different underlying energy commodities. These contracts are settled daily with the relevant
exchange and may be subject to exchange position limits.
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*  Swaps: The Corporation uses financially settled swap contracts with third parties as part of its risk
management and trading activities. Cash flows from swap contracts are determined based on
underlying commodity prices or interest rates and are typically settled over the life of the contract.

*  Options: Options on various underlying energy commodities include exchange traded and third party
contracts and have various exercise periods. As a seller of options, the Corporation receives a premium
at the outset and bears the risk of unfavorable changes in the price of the commaodity underlying the
option. As a purchaser of options, the Corporation pays a premium at the outset and has the right to
participate in the favorable price movements in the underlying commodities.

s Energy Securities: Energy securities include energy-related equity or debt securities issued by a
company or government or related derivatives on these securities.

Risk Management Activities

Energy marketing activities: In its energy marketing activities, the Corporation sells refined petroleum
products, natural gas and electricity principally to commercial and industrial businesses at fixed and floating
prices for varying periods of time. Commodity contracts such as futures, forwards, swaps and options together
with physical assets, such as storage, are used to obtain supply and reduce margin volatility or lower costs related
to sales contracts with customers.

Corporate risk management: Corporate risk management activities include transactions designed to
reduce risk in the selling prices of crude oil, refined petroleum products or natural gas produced by the
Corporaticn or to reduce exposure to foreign currency or interest rate movements, Generally, futures, swaps or
option strategies may be used to reduce risk in the selling price of a portion of the Corporation’s crude oil or
natural gas production. Forward contracts may also be used to purchase certain currencies in which the
Corporation does business with the intent of reducing exposure to foreign currency fluctuations. Interest rate
swaps may also be used, generally to convert fixed-rate interest payments to floating,

The Corporation has outstanding foreign exchange contracts used to reduce its exposure to fluctuating
foreign exchange rates for wvarious currencies, including the British Pound and the Thai Baht. At
December 31, 2011, the Corporation had a payable for foreign exchange contracts maturing in 2012 with a fair
value of $14 million. The change in fair value of the foreign exchange contracts from a 10% strengthening of the
U.S. Dollar exchange rate is estimated to be a loss of approximately $89 million at Pecember 31, 2011.

The Corporation’s outstanding long-term debt of $6,040 million has a fair value of $7,317 million at
December 31, 2011, A 15% decrease in the rate of interest would increase the fair value of debt by approximately
$247 million at December 31, 2011.

Following is the value at risk for the Corporation’s energy marketing and risk management commodity
derivatives activities, excluding foreign exchange and interest rate derivatives described above:

2011 2010
(Millions of dollars)
At December 31 ... e e e $94 $5
AV EE Lo e 30 5
High .o e 94 0
L oW e e e e 8 4

The increase in the value at risk for the Corporation’s energy marketing and risk management commaodity
derivatives activities in 2011 primarily reflects additional Brent crude oil cash flow hedge positions as described
in Note 17, Risk Management and Trading Activities in the notes to the Consolidated Financial Statements,

Trading Activities

Trading activities are conducted principally through a trading partnership in which the Corporation has a
50% voting interest. This consolidated entity intends to generate eamings through various strategies primarily
using energy commodities, securities and derivatives. The Corporation also takes trading positions for its own
account.
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Following is the value at risk for the Corporation’s trading activities:

2011 2010
(Millions of dollars}
At DecembEr Al o e e e e e e e e e $4 $14
F T O 11 14
High . e e e e e e e 16 15
LW ot e e e e e e e e e e e e e e e s 4 12

The information that follows represents 10{% of the trading partnership and the Corporation’s proprietary
trading accounts. Derivative trading transactions are marked-to-market and unrealized gains or [osses are
recognized currently in earnings. Gains or losses from sales of physical products are recorded at the time of sale.
Net realized gains on trading activities amounted to $44 million in 2011 and $375 million in 2010. The following
table provides an assessment of the factors affecting the changes in fair value of financial instruments and

derivative commodity contracts used in trading activities:

2011 2010
(mm of M)
Fair value of contracts outstanding at January 1 ... ... ... ..o i i, $ 94 %110
Change in fair value of contracts outstanding at the beginning of the year and still
outstanding attheend of the vear . ... ... .o i i it (69) 10
Reversal of fair value for contracts closed during the year . .................... 9 (233)
Fair value of contracts entered into during the year and still outstanding . ......... 20y 207
Fair value of contracts outstanding at December 31 ... ... ... . ... . ... b (86) 94

The following table summarizes the sources of net asset {liability) fair values of financial instruments and
derivative commodity contracts by year of maturity wsed in the Corporation’s trading activities at December 31,

2011:
2015 and
Total 2012 2013 2014 Beyond
(Millions of dollars)
Source of fair value
Level 1 oo e $@5 $3IH $ 3 % D Uy
Level 2 oo 285 276 36 3 (24)
Level 3 ... .. (326) (325) (60) 30 29
TOtal .o $¢8) $(30) $(27) % 26 % (5

The following table summarizes the receivables net of cash margin and letters of credit relating to the

Corporation’s trading activities and the credit ratings of counterparties at December 31

2011 2010

(Millions of dollars)
Investment grade determined by outside sources ........... ... ... .. o, $ 389 § 314
Investment grade determined internally* ........ ... ... ... o i 304 272
Lessthaninvestment grade . ... ... ..o it i i e e e 89 48
Fair value of net receivables outstanding at December31 ... ................ $ 782 $ 634

* Based on information provided by counterparties and other available sources.
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Item 8. Financial Statements and Supplementary Data

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
INDEX TO FINANCIAL STATEMENTS AND SCHEDULE

Page
Number

Management’s Report on Internal Control over Financial Reporting .. ..... .. .. o .o o o . 44
Reports of Independent Registered Public Accounting Firm .. ... ... ..o . o o oo 45
Consolidated Balance Sheet at December 31, 2011 and 2010 . . ... ... ... .. i .. 47
Statement of Consolidated Income for each of the three years in the period ended

December 31, 2011 ..ot e e e e e e 48
Statement of Consolidated Cash Flows for each of the three years in the period ended

December 31, 2011 ... o e 49
Statement of Consolidated Equity and Comprehensive Income for each of the three vears in the period

ended December 31, 2011 ..o o e e 50
Notes to Consolidated Fingpeial Statements .. ... .. ... i o 51
Supplementary Oil and Gas Data ..o .. ..o i 85
Quarterly Financial Data . .. ... o 4
Schedule* II — Valuation and Qualifying Accounts . ... .. . . i 102
Financial Statements of HOVENSA L.L.C.as of December 31,2000 .. ... oo o oot 103

* Schedwles other than Schedule I have been ominted because of the absence of the conditions under which they are required or because the
requived informarion is presenied in the financial stutenienis or the rores thereto.
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Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rules 13a-15(f). Under the supervision and with the
participation of our management, including our principal executive officer and principal financial officer, we
conducted an evaluation of the effectiveness of our internal control over financial reporting, as required by
Section 404 of the Sarbanes-Oxley Act, based on the framework in Intemal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation,
management concluded that our internal control over financial reporting was effective as of December 31, 2011.

The Corporation’s independent registered public accounting firm, Ernst & Young LLP, has audited the
effectiveness of the Corporation’s internal control over financial reporting as of December 31, 2011, as stated in
their report, which is included herein.

/U,w;, 309«6."!&@

John P. Rielly John B. Hess
Senior Vice President and Chairman of the Beard and
Chief Financial Officer Chief Executive Officer

Febmuary 27, 2012



Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Hess Corporation

We have aundited Hess Corporation’s internal control over financial reporting as of December 31. 2011,
based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSO criteria). Hess Corporation’s management is responsible
for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of
internal control over financial reporting included in the accompanying Management’s Report on Internal Control
over Financial Reporting. Our responsibility is to express an opinion on the Corporation’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that cur audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that {1} pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; {2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deleriorate.

In our opinion. Hess Corporation maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2011 based on the COSQ criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheet of Hess Corporation and consolidated subsidiaries as of
December 31, 2011 and 2010, and the related statements of consclidated income, cash flows, and equity and
comprehensive income for each of the three vears in the period ended December 31, 2011 of Hess Corporation
and consolidated subsidiaries, and our report dated February 27, 2012 expressed an ungualified opinion thereon.

Ganet ¥ LLP

February 27, 2012
New York, New York
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Hess Corporation

We have audited the accompanying consolidated balance sheet of Hess Corporation and consolidated
subsidiaries (the “Corporation™) as of December 31, 2011 and 2010, and the related statements of consolidated
income, cash flows, and equity and comprehensive income for each of the three years in the period ended
December 31, 2011. Qur audits also included the financial statement schedule listed in the Index at Item 8. These
financial statements and schedule are the responsibility of the Corporation’s management. Our responsibility is to
express an opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement, An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
0p1101.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Hess Corporation and consolidated subsidiaries at December 31, 2011 and
2010, and the consolidated results of their operations and their cash flows for each of the three years in the period
ended December 31, 2011, in conformity with U.S. generally accepted accounting principles. Also, in our
opinion, the related financial statement schedule, when considered in relation to the consolidated financial
statements taken as a whole, presents fairly in all material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Hess Corporation’s internal control over financial reporting as of December 31, 2011, based on
criteria established in Intermal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated February 27, 2012 expressed an unqualified
opinion thereon.

Srmat ¥ LLP

February 27. 2012
New York, New York
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED BALANCE SHEET

December 31,
2011 2010
(Millions of dollars;
thousands of shares)
ASSETS
CURRENT ASSETS
Cash and cash equivalents . ...t r e e e s rr s e e $ 351 ¢ 1,608
Accounts receivable
B T 4,761 4,478
LT =) S NN 250 240
Ry o= S A U N 1,423 1.452
OINEr CUITEDIE A88ELS . o . oottt it et it e ettt ce ettt 1,554 1,002
Total CUrTeNt 888 .« . o e e 8,339 8,780
INVESTMENTS IN AFFILIATES . e, 384 443
PROPERTY, PLANT AND EQUIPMENT
Total — AL Ot - . L e e 39710 35,703
L.ess reserves for depreciation, depletion, amortizatiom and lease impairment . ........ ... 14,998 14,576
Property, plant and equipment — net ... ... 24,712 21,127
GOODWILL ... e e e et e it 2,305 2,408
DEFERRED INCOME TAXES .. ... s 2,941 2,167
OTHER ASSE TS . . i e e e et 455 471
PO T AL ASSE LS e $ 39,136 3 3539
LIABILITIES AND EQUITY
CURRENT LIABILITIES
ACCOUNDS PAYADBLE « - L Lottt e e e $ 3712 8 4204
Acorued HAB IS ... i it e e e et 3,524 2,567
Taxes payable ... 812 726
Short-term debt and current maturities of fong-termdebt . ... ... ... oo oo 52 46
Total current Habilities . .. ... e 3,100 7613
LONG-TERM DEBT ... ... .. s 6,005 5,537
DEFERRED INCOME TAXES . ... e e 2,843 2,995
ASSET RETIREMENT OBLIGATIONS ... . i v e e 1,844 1,203
OTHER LIABILITIES AND DEFERRED CREDITS . ...... ... ... ... . .ccc.coiia.. 1,752 1,239
Total Habilities . .. ..ot e e e 20,544 18,587
EQUITY
Hess Corporation Stockholders” Equity
Common stack, par value $1.00
Authonzed — 600,000 shares
Issued: 2011 — 339,976 shares; 2010 — 337681 shares . ......................... 3406 338
Capital Inexcess of par value .. ... ... e 347 3,256
Retained GarmimEs . . .. .1 ot ettty i e e e e 15,826 14,254
Accumulated other comprehensive income (1085} ... ... oo i i (1,067) (1,159
Total Hess Corporation stockholders” equity ... ... . i 18,516 16.689
NODCOMUTOIITE INEETESTS 1 v v v v e v v v v ettt tr r e e e s e ettt s et a i nareasacsaaessanaaans 76 120
Total @qUILY .. oo e e 18,592 16,809
TOTAL LIABILITIES AND EQUITY .. ... ... .. e $ 39,136 § 3539

The consolidated financial statements reflect the successful efforts method of accounting for ovil and gas
exploration and production activities,

See accompanying notes to consolidated financial statements.
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
STATEMENT OF CONSOLIDATED INCOME

Years Ended December 31,
2011 2010 2009
(Millions of dollars, except per share data)

REVENUES AND NON-OPERATING INCOME

Sales (excluding excise taxes) and other operating revenues .......... $38,466 $33.862  $29.614
Income (loss) from equity investment in HOVENSALL.C. ... ...... (1,073) (522) (229)
Gains onasset Sales .. ... e e e 446 1,208 —
Other, Nel ... e e e e 32 65 184
Total revenues and non-operating income .. .......... ... ..., .. 37,871 34,613 29,569
COSTS AND EXPENSES
Cost of products sold (excluding items shown separately below) ...... 26,774 23,407 20,961
Production eXpenses ... ... ...ttt e 2,352 1,924 1,805
Marketing eXpenses ... ... v ittt e e 1,069 1,021 1,008
Exploration expenses. including dry holes and lease impairment . . . . . .. 1,195 865 829
Other operating eXpenses ... .........eourinr i o iiaanennens 171 213 183
General and administrative expenses . ... .......oiiiiiiarnan. 702 662 647
INEEIESL EXPEIISE . o i ettt ittt et e e e 383 361 360
Depreciation, depletion and amortization . ......._ ... ... ........ 2,406 2,317 2,200
Assel IMPAITMEeNTs . ... .. ... ... ... .. i 358 532 54
Total costs and eXPEnses .. ... ... i e 35,410 31,302 28.047
INCOME BEFOREINCOMETAXES .. ......................... 2,461 3,311 1,522
Provision forincome taxes ....... .. .o il i 785 1,173 715
NETINCOME ... .. i $ 1676 32138 $ 807
Less: Net income (loss) attributable to noncontrolling interests .. ... ... 27 13 67
NET INCOME ATTRIBUTABLE TO HESS CORPORATION . ... .. $ 1,703 $2125 0§ 740
BASICNET INCOMEPERSHARE . .........................00 $ 5.05 $ 652 % 228
DILUTED NET INCOMEPERSHARE ......................... $ s5.01 3 647 0§ 227
WEIGHTED AVERAGE NUMBER OF COMMON SHARES
OUTSTANDING (DILUTED) ............cooviiviinnnn e, 339.9 3283 326.0

See accompanying notes to consolidated financial statements.
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
STATEMENT OF CONSOLIDATED CASH FLOWS

Years Ended December 31,
2011 2010 2009
(Millions of dollars)
CASH FLOWS FROM OPERATING ACTIVITIES
= 1174 1 1 < $1,676 $2.138 § 207
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation, depletion and amortization . .............. ... .00 2,406 2,317 2,200
(Income) loss from equity investment in HOVENSALL.C. ... ..., ... ... 1,073 322 229
ASSEt IMPaIIMents ... ... .. e 358 532 54
Exploratory dry hole costs ... ..o 438 237 267
Lease iImMpaifment . ... . ... e e e e o1 266 231
Stock compensation eXPense ... ... ...l 104 112 128
Gains on asset Sales ... ... e e (446) (1.208) —
Provision (benefit) for deferred incometaxes . ....... ... ... .. ... ... {623) (495) (438)
Changes in operating assets and liabilities:
(Increase) decrease in accounts receivable .. ... .o o . oL {243) (760) 320
(Increase) decrease in inventories ... .. ... ... ... L.l .., 4 (16) (137)
Increase (decrease) in accounts payable and accrued liabilities .. .. ... ... 544 1,141 (542)
Increase (decrease) intaxespayable ... ... ... ... .. . ... 46 95 (81)
Changes in other assets and liabilities ............. ... ... ... .... (654) (351) 8
Net cash provided by operating activities ........... ... .. . ov.., 4984 4530 3046
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures . .............. T (7,006) (5492) (2918)
Proceeds from asset sales . ... .. ... 490 183 —
L3173 R 17 = AU (50) 50 (6)
Net cash used in investing activities . ......... ... ... ... oL, (6,566) (5,259) (2,924)
CASH FL.OWS FROM FINANCING ACTIVITIES
Net borrowings (repayments) of debt with maturities of 90 daysorless ,...... 100 — {850)
Debt with maturities of greater than 90 days
BOITOWIIES .« . ottt i e e e e e 422 1.278 1,991
Repayments . ... ... .. i e e e (100} {1800 {694)
Cashdividendspaid ....... .. ... .. . . i i (136) (131) (13D
Noncontrolling interests, DBL .. ... ... ..ot (49} (46) (2
Employee stock options exercised, including income tax benefits .. ... .. ..., 88 54 18
Net cash provided by financing activities ......................... 325 975 332
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS .... (1,257) 246 454
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR ..., ... ... 1,608 1,362 908
CASH AND CASH EQUIVALENTS ATENDOFYEAR ... .. ... .. ... ... $ 351 §$ 1608 § 1362

See accompanying notes to consolidated financial statements.
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
STATEMENT OF CONSQLIDATED EQUITY AND COMPREHENSIVE INCOME

Aceimulated
Capitat in Other “Total Hess
Common  Excess of  Retained Comprehensive Stockholders’ Nencontrolling Total
Stock Par Karmings  Income (Loss) Equity [ntercsts Equity
(Millions of doliars)
Balance st Junuary 1.2009 ... ... ... ... ... .. $326 $2.347 $11.642 $2,008)  $12.307 $ 84 $12,391
Netineome . ... e e 740 T40 a7 807
Delerred gains (losses) on cash flow hedges. after-tax
Effect of hedge losses recognized inincome . ........... 963 963 — 963
Met change in fair value of cash flow hedges ........... (729) {729 — (729
Change in postreticement plan liubilities, after-tax .. ..... .. (6) (6) — (6)
Change in forcign currency translation adjustment and
AUIBE . s 105 105 (5) 100
Comprehensive incame {less) .............. ... ... 1,073 62 1,135
Activity related w restricled common stock awards, net .. ... .. L 6l — — 62 — 62
Employee stock options, including income 1ax benefits . ... .. — 73 — — 73 — 73
Cash dividends declared ................ ... .. .. ... .. — — (130) — (131) — (131)
Noncontrolling interests, nel . ..., — — — — — (2) (2)
Balance at December 31,2009 ... .. ... ... ... e 327 2481 12,251 (1,675 13,384 144 13,528
NELInCOME .. ..o e 2,125 2,125 13 2,138
Deferred gains (losses) an cash flow hedges, after-tax
Effect of hedge losses recognized inincome ... ... ..., .. 656 656 — 656
Net change in fair value of cash flow hedges ........... (198} {198} — {198}
Change in postretirement plan liabilities, aftertax ....... .. 28 28 — 28
Change in foreign currency wranstation adjustment and
Other e 30 30 | 3l
Comprehensive income (loss) ........ ... ... ... 2,641 14 2,058
Common stock issued for acquisition .................. ... 9 639 — — 648 — 048
Activity reluted to restricted common stock uwards, net ... .. .. 1 59 —_ — L] — o0
Employee stock options, including income tax benefits . ... ... 1 105 — — 106 — 106
Cash dividends declared . ......... ... ... ... ... ... — — (132) — (132) — (132)
Noncontrolling interesis, net . ........o.oovriivunnnian. — (28) 10 —_ (18) {38 {56)
Balance at December 31,2000 .......... .. ... . ..., ... 338 3256 142584 {1,159) 16,689 120 16,309
NetineOme .. ... e 1,703 1,703 27) 1,676
Deferred gains (losses) on cash flow hedges, after-tax
Effect of hedge losses recognized inincome ... ......... 432 432 — 432
Net change in fair value of cash flow hedges ......... .. 2 2 -— 2
Change in postretirement plan liabilities, after-tax ......... (246) (246) — (246)
Change in foreign currency translation adjustment and
11 (96} (96} 2 (94}
Comprehensive income (foss) ................... .. 1,795 25 LI70
Activity related to restricted common stock awards, net . ..., .. 1 52 —_ — 33 — 53
Employee stock options, including income tax benefits ....... 1 138 — — 139 — 139
Cash dividends declared .. ...... ... ... ... ... — —_ {136) — (136} — (136)
Noncentrolling INErests. nel .. ..., oo ovuvreerrnenenrn — 29 5 — 24) (1% 43)
Balance at December 31,2001 ... ... .o $340 %3417 $15826 $(1,067) $18,516 $ 76 $18,592

See accompanying notes to consolidated financial statements.
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

Nature of Business: Hess Corporation and its subsidiaries (the Corporation) engage in the exploration for
and the development, production, purchase, transportation and sale of crude oil and natural gas. These activities are
conducted principally in Algeria, Australia, Azerbaijan, Brazil, Brunei, China. Denmark, Egypt, Equatorial Guinea,
France, Ghana, Indonesia, the Kurdistan region of Iraq, Libya, Malaysia, Norway, Peru, Russia, Thailand, the
United Kingdom and the United States (U.S.). In addition, the Corporation manufactures refined petroleum products
and purchases, markets and trades refined petroleum products, natural gas and electricity. The Corporation owns
50% of HOVENSA L.L.C. (HOVENSA), a joint venture in the U.S. Virgin Islands. In January 2012, HOVENSA
announced a decision to shut down its refinery and continue to operate the complex as an oil storage terminal. The
Corporation also operates a refining facility, terminals and retail gasoline stations, most of which include
convenience stores that are located on the East Coast of the United States.

In preparing financial statements in conformity with 1.S. generally accepted accounting principles (GAAP),
management makes estimates and assumptions that affect the reponted amounts of assets and liabilities in the
Consolidated Balance Sheet and revenues and expenses in the Statement of Consolidated Income. Actual results
could differ from those estimates. Among the estimates made by management are oil and gas reserves, asset
valuations, depreciable lives, pension liabilities, legal and environmental obligations, asset retirement obligations
and income taxes. Certain information in the financial statements and notes has been reclassified to conform 1o
the current period presentation. In the preparation of these financial statements. the Corporation has evaluated
subsequent events through the date of issuance.

Principles of Consolidation: The consolidated financial statements include the accounts of Hess
Corporation and entities in which the Corporation owns more than a 50% voting interest or entities that the
Corporation controls. The Corporation consolidates the trading partnership in which it owns a 50% voting
interest and over which it exercises control. The Corporation’s undivided interests in unincorporated oil and gas
exploration and production ventures are proportionately consolidated. Investments in affiliated companies, 20%
to 50% owned and where the Corporation has the ability to influence the operating or financial decisions of the
affiliate, including HOVENSA, are accounted for using the equity method.

Revenue Recognition: The Corporation recognizes revenues from the sale of crude oil, nataral gas, refined
petroleum products and other merchandise when title passes to the customer. Sales are reported net of excise and
similar taxes in the Statement of Consolidated Income. The Corporation recognizes revenues from the production of
natural gas properties based on sales to customers. Differences between Exploration & Production (E&P) natural
gas volumes sold and the Corporation’s share of natural gas production are not material. Revenues from natural gas
and electricity sales by the Corporation’s marketing operations are recognized based on meter readings and
estimated deliveries to customers since the last meter reading.

In its E&P activities, the Corporation engages in ¢mde oil purchase and sale transactions with the same
counterparty that are entered into in contemplation of one another for the primary purpose of changing location or
quality. Similarly, in its marketing activities, the Corporation enters into refined petroleum product purchase and sale
transactions with the same counterparty. These arrangements are reported net in Sales and other operating revenues in
the Statement of Consolidated Income,

Derivatives: The Corporation utilizes derivative instruments for both risk management and trading
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, individually
or in combination, to mitigate its exposure to fluctuations in prices of crude oil, natural gas, refined petroleum
products and electricity, as well as changes in interest and foreign currency exchange rates. In trading activities,
the Corporation, principally through a consolidated partnership, trades energy-related commodities and
derivatives, including futures, forwards, options and swaps based on expectations of future market conditions.

All derivative insttuments are recorded at fair value in the Corporation’s Consolidated Balance Sheet. The
Corporation’s policy for recognizing the changes in fair value of derivatives varies based on the designation of
the derivative. The changes in fair value of derivatives that are not designated as hedges are recognized currently
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

in earnings, Derivatives may be designated as hedges of expected future cash flows or forecasted transactions
{cash flow hedges) or hedges of firm commitments (fair value hedges). The effective portion of changes in fair
value of derivatives that are designated as cash flow hedges is recorded as a component of other comprehensive
income (loss) while the ineffective portion of the changes in fair value is recorded currently in earnings. Amounts
included in Accumulated other comprehensive income (loss) for cash flow hedges are reclassified into earnings
in the same period that the hedged item is recognized in earnings. Changes in fair value of derivatives designated
as fair value hedges are recognized currently in earnings. The change in fair value of the related hedged
commitment is recorded as an adjustment to its carrying amount and recognized currently in eamings.

Cash and Cash Equivalents: Cash equivalents consist of highly liquid investments, which are readily
convertible into cash and have maturities of three months or less when acquired.

Inventories: Inventories are valued at the lower of cost or market. For refined petroleum product
inventories valued at cost, the Corporation uses principally the last-in, first-out (LIFO) inventory method. For the
remaining inventories, cost is generally determined using average actual costs.

Exploration and Development Costs: E&P activities are accounted for using the successful efforts
method. Costs of acquiring unproved and proved oil and gas leasehold acreage, including lease bonuses, brokers’
fees and other related costs, are capitalized. Annual lease rentals, exploration expenses and exploratory dry hole
costs are expensed as incurred. Costs of drilling and equipping productive wells, including development dry
holes, and related production facilities are capitalized. In production operations, costs of injected CO, for tertiary
recovery are expensed as incurred.

The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of
whether proved reserves have been found, Exploratory drilling costs remain capitalized after drilling is
completed if (1) the well has found a sufficient quantity of reserves to justify completion as a producing well and
(2) sufficient progress is being made in assessing the reserves and the economic and operational viability of the
project. If either of those criteria is not met, or if there is substantial doubt about the economic or operational
viability of a project, the capitalized well costs are charged to expense. Indicators of sufficient progress in
assessing reserves and the economic and operating viability of a project include commitment of project
personnel. active negotiations for sales contracts with customers, negotiations with governments, operators and
contractors, firm plans for additional drilling and other factors.

Depreciation, Depletion and Amortization: The Corporation records depletion expense for acquisition
costs of proved properties using the units of production method over proved oil and gas reserves. Depreciation
and depletion expense for oil and gas production equipment and wells is calculated using the units of production
method over proved developed oil and gas reserves. Provisions for impairment of undeveloped oil and gas leases
are based on periodic evaluations and other factors. Depreciation of all other plant and equipment is determined
on the straight-line method based on estimated useful lives. Retail gas stations and equipment related to a leased
property, are depreciated over the estimated useful lives not to exceed the remaining lease period. The
Corporation records the cost of acquired customers in its energy marketing activities as intangible assets and
amortizes these costs on the straight-line method over the expected renewal period based on historical
experience,

Capitalized Interest: Interest from external borrowings is capitalized on material projects using the
weighted average cost of outstanding borrowings until the project is substantially complete and ready for its
intended vse, which for vil and gas assets is at first production from the field. Capitalized interest is depreciated
over the useful lives of the assets in the same manner as the depreciation of the underlying assets.

Asser Retirement Obligations: The Corporation has material legal obligations to remove and dismantle
long-lived assets and to restore land or seabed at certain exploration and production locations. The Corporation
recognizes a liability for the fair value of legally required asset retirement obligations associated with long-lived
assets in the period in which the retirement obligations are incurred. In addition, the fair value of any legally
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required conditional asset retirement obligations is recorded if the liability can be reasonably estimated. The
Corporation capitalizes the associated asset retirement costs as part of the carrying amount of the long-lived
assets,

Impairment of Long-lived Assefs: The Corporation reviews long-lived assets for impatrment whenever
events or changes in circumstances indicate that the carrying amounts may not be recovered. If the carrying
amounts are not expected to be recovered by undiscounted future cash flows, the assets are impaired and an
impairment loss is recorded. The amount of impairment is based on the estimated fair value of the assets
generally determined by discounting anticipated future net cash flows. In the case of oil and gas fields, the net
present value of future cash flows is based on management’s best estimate of future prices, which is determined
with reference to recent historical prices and published forward prices, applied to projected production volumes
and discounted at a risk-adjusted rate. The projected production volumes represent reserves, including probable
reserves, expected to be produced based on a stipulated amount of capital expenditures. The production volumes,
prices and timing of production are consistent with internal projections and other externally reported information.
(il and gas prices used for determining asset impairments will generally differ from the average prices vsed in
the standardized measure of discounted future net cash flows.

Impairment of Equity Investees: The Corporation reviews equity method investments for impairment
whenever events or changes in circumstances indicate that an other than temporary decline in value may have
occurred. The fair value measurement used in the impairment assessment is based on quoted market prices,
where available, or other valuation techniques, including discounted cash flows, Diiferences between the
carrying value of the Corporation’s equity investments and its equity in the net assets of the affiliate that result
from impairment charges are amortized over the remaining useful life of the affiliate’s fixed assets,

Impairment of Goodwill: Goodwill is tested for impairment annually in the fourth quarter or when events
or changes in circumstances indicate that the carrying amount of the goodwill may not be recoverable. This
impairment test is calculated at the reporting unit level, which for the Corporation’s goodwill is the Exploration
and Production operating segment. The Corporation identifies potential impairments by comparing the fair value
of the reporting unit to its book value, including goodwill, If the fair value of the reporting unit exceeds the
carrying amount, geodwill is not impaired. If the carrving value exceeds the fair value, the Corporation calculates
the possible impairment loss by comparing the implied fair value of goodwill with the carrying amount. If the
implied fair value of goodwill is less than the carrying amount, an impairment would be recorded.

Income Taxes: Deferred income taxes are determined using the Hability method. The Corporation
regularly assesses the realizability of deferred tax assets, based on estimates of future taxable income, the
availability of tax planning strategies, the existence of appreciated assets, the available carryforward periods for
net operating losses and other factors. If it 1s more likely than not that some or all of the deferred tax assets will
not be realized, a valuation allowance is recorded to reduce the deferred tax assets to the amount expected to be
realized. In addition, the Corporation recognizes the financial statement effect of a tax position only when
management believes that it is more likely than not, that based on the technical merits, the position will be
sustained upon examination. Additionally, the Corporation has income taxes which have been deferred on
intercompany transactions eliminated in consolidation related to transters of property, plant and equipment
remaining within the consolidated group. The amortization of these income taxes deferred on intercompany
transactions will occur ratably with the recovery through depletion and depreciation of the cartying value of these
assets. The Corporation does not provide for deferred U.S. income taxes for that portion of undistributed earnings
of foreign subsidiaries that are indefinitely reinvested in foreign operations. The Corporation classifies interest
and penalties associated with uncertain tax positions as income tax expense.

Fair Value Measurements: The Corporation’s derivative instruments and supplemental pension plan
mvestments are recorded at fair value, with changes in fair value recognized in earnings or other comprehensive
income each period as appropriate. The Corporation uses various valuation approaches in determining fair value,
including the market and income approaches. The Corporation’s fair value measurements also include
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non-performance risk and time value of money considerations. Counterparty credit is considered for receivable
balances, and the Corporation’s credit is considered for accrued liabilities.

The Corporation also records certain nonfinancial assets and liabilities at fair value when required by
GAAP. These fair value measurements are recorded in connection with business combinations, the initial
recognition of asset retirement obligations and any impairment of long-lived assets, equity method investments
or goodwill.

The Corporation determines fair value in accordance with the fair value measurements accounting standard
which established a hierarchy for the inputs used to measure fair value based on the source of the input, which
generally range from quoted prices for identical instruments in a principal trading market (Level 1} to estimates
determined using related market data (Level 3). Multiple inputs may be used to measure fair value, however, the
level of fair value is based on the lowest significant input level within this fair value hierarchy.

Details on the methods and assumptions used to determine the fair values are as follows:

Fair value measurements based on Level [ inpufs; Measurements that are most observable are
based on quoted prices of identical instruments obtained from the principal markets in which they are traded.
Closing prices are both readily available and representative of fair value. Market transactions occur with
sufficient frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange
traded futures and options are ¢onsidered Level 1,

Fair value measurements based on Level 2 inputs: Measurements derived indirectly from
observable inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements
based on Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded
curve, but have contractval terms that are not identical to exchange traded contracts. The Corporation utilizes fair
value measurements based on Level 2 inputs for certain forwards, swaps and options. The liability related to the
Corporation’s crude oil hedges is classified as Level 2.

Fair value measurements based on Level 3 inputs: Measurements that are least observable are
estimated from related market data, determined from sources with little or no market activity for comparable
contracts or are positions with longer durations. For example, in its energy marketing business, the Corporation
enters into contracts to sell natural gas and electricity to customers and offsets the price exposure by purchasing
forward contracts. The fair value of these sales and purchases may be based on specific prices at less liquid
delivered locations, which are classified as Level 3. There may be offsets to these positions that are priced based
on more liquid markets, which are, therefore, classified as Level 1 or Level 2, Fair values determined using
discounted cash flows and other uncbservable data are also classified as Level 3.

Retirement Plans:  The Corporation recognizes the funded status of defined benefit postretirement plans in
the Consolidated Balance Sheet. The funded status is measured as the difference between the fair value of plan
assets and the projected benefit obligation. The Corporation recognizes the net changes in the funded status of
these plans in the year in which such changes occur. Prior service costs and actuarial gains and losses in excess of
10% of the greater of the benefit obligation or the market value of assets are amortized over the average
remaining service period of active employees.

Share-based Compensation: The fair value of all share-based compensation is expensed and recognized
on a straight-line basis over the full vesting period of the awards.

Foreign Currency Translation: The U.S. Dollar is the functional currency (primary currency in which
business is conducted) for most foreign operations. Adjustments resulting from translating monetary assets and
liabilities that are denominated in a non-functional currency into the functional currency are recorded in Other,
net in the Statement of Consolidated Income. For operations that do not use the U.S. Dollar as the functional
currency, adjustments resulting from translating foreign currency assets and liabilities into U.S. Dollars are
recorded in a separate component of equity titled Accumulated other comprehensive income (loss).

Maintenance and Repairs: Maintenance and repairs are expensed as incurred, including costs of refinery
tumarounds. Capital improvements are recorded as additions in Property, plant and equipment.
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Environmental Expenditures: The Corporation accrues and expenses environmental costs to remediate
existing conditions related to past operations when the future costs are probable and reasonably estimable. The
Corporation capitalizes environmental expenditures that increase the life or efficiency of property or that reduce
or prevent future adverse impacts to the environment.

2.  Acquisitions and Dispositions

2041 In the third quarter of 2011, the Corporation entered into agreements fo acquire approximately
$5,000 net acres in the Utica Shale play in eastern Ohio for approximately $750 million, principally through the
acquisition of Marquette Exploration, LLC (Marquette). This acquisition strengthens the Corporation’s portfolio
of unconventional assets, The acquisition of Marquette has been accounted for as a business combination and the
assets acquired and the Labilities assumed were recorded at fair value. The estimated fair value was based on a
valvation approach using market related data which is a Level 3 measurement. The majority of the purchase price
was assigned to unproved properties and the remainder to producing wells and working capital. This transaction
is subject to normal post-closing adjustments.

In October 2011, the Corporation completed the acquisition of a 50% undivided interest in CONSOL
Energy Inc.’s (CONSOL) nearly 200,000 acres, in the Utica Shale play in eastern Ohio, for $59 million in cash at
closing and the agreement to fund 50% of CONSOL’s share of the drilling costs up to $534 million within a
5-year period. This transaction has been accounted for as an asset acquisition.

In February 201 |, the Corporation completed the sale of its interests in the Easington Catchment Area (Hess
30%), the Bacton Area (Hess 23%), the Everest Field (Hess 19%) and the Lomond Field (Hess 17%) in the
United Kingdom North Sea for cash proceeds of $359 million, after post-closing adjustments. These disposals
resulted in pre-tax gains totaling $343 million ($310 million after income taxes). These assets had a productive
capacity of approximately 15,000 boepd. The total combined net book value of the disposed assets prior to the
sale was $16 million, including allocated goodwill of $14 million.

In August 2011, the Corporation completed the sale of its interests in the Snorre Field (Hess 1%), offshore
Norway and the Cook Field (Hess 28%) in the United Kingdom North Sea for cash proceeds of $131 million,
after post-closing adjustments. These disposals resulted in non-taxable gains totaling $103 million. These assets
were producing at a combined net rate of approximately 2,500 boepd at the time of sale. The total combined net
book value of the disposed assets prior to the sale was $28 million, including allocated goodwill of $11 million,

2010; In December, the Corporation acquired approximately 167,000 net acres in the Bakken cil shale
play (Bakken) in North Dakota from TRZ Energy, LLC for $1,075 million in cash. In December, the Corporation
also completed the acquisition of American Oil & Gas Inc. (American Qil & Gas) for approximately
5675 million through the issvance of approximately 8.6 million shares of the Corporation’s common stock,
which increased the Corporation’s acreage position in the Bakken by approximately 85,000 net acres. The
properties acquired are localed near the Corporation’s existing acreage. These acquisitions strengthen the
Corporation’s acreage position in the Bakken, leverage existing capabilities and infrastructure and are expected
to contribute to future reserve and production growth. Both of these transactions were accounted for as business
combinations and the majority of the fair value of the assets acquired was assigned to unproved properties. The
total goodwill recorded on these transactions was $332 million after final post-closing adjustments,

In September, the Corporation completed the exchange of its interests in Gabon and the Clair Field in the
United Kingdom for additional interests of 28% and 25%, respectively, in the Valhall and Hod fields offshore
Norway, This non-monetary exchange was accounted for as a business combination and was recorded at fair
value. The transaction resulted in a pre-tax gain of $1,150 million ($1,072 million after income taxes). The total
combined carrying amount of the disposed assets prior to the exchange was $702 million, including goodwill of
$65 million. The Corporation also acquired, from a different third party, additional interests of 8% and 3% in
the Valhall and Hod fields, respectively, for $307 million in cash. This acquisition was accounted for as a

55



HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

business combination. As a result of both of these transactions, the Corporation’s total interests in the Valhall and
Hod fields are 64% and 63%, respectively. The primary reason for these transactions was to acquire long-lived
crude oil reserves and future production growth. The following table summarizes the fair value of the assets
gcquired and liabilities assumed in 2010 and adjusted for final post-closing adjustments in both of these
fransactions:

Exchange Acquisition Total
(Millians of dollars)

Property, plant and equipment ......_......... ... ... ... $2,020 $ 570 $2,590
Goodwill ... .. .. 688 219 907
CUrrent 5SEES . ... ottt it i e e e 155 23 178

Total assets acquired ...... .. ... .. . . ... 2,863 B12 3,675
Current liabilities . ...... . ... o i (135) (32) (167)
Deferred tax liabilities .. ....... ... .. .. . .. (688) {219 (907
Asset retirement obligations .. ... oL Lo oL (188) _ (34 {242)

Netassetsacqguirted ... .. ... ... ... .. iiiiiannn. $1.852 $ 507 $2,359

For all 2010 acquisitions and the exchange described above, the assets acquired and liabilities assumed are
recorded at fair value. The estimated fair value of the property, plant and equipment acquired in the transactions
described above was primarily based on an income approach. The significant inputs used in this Level 3 fair
valoe measvrement include assumed future production and capital based on anticipated development plans,
commodity prices, costs and a risk-adjusted discount rate. The goodwill recorded equals the deferred tax liability
recognized for the differences in book and tax bases of the assets acquired. The goodwill is not expected to be
deductible for income tax purposes.

In January, the Corporation completed the sale of its interest in the Jambi Merang natural gas development
project in Indonesia (Hess 25%) for cash proceeds of $183 million, The transaction resulted in a gain of
$58 million, after deducting the net book value of assets including goodwill of $7 million.

2009: The Corporation acquired for $74 million a 50% interest in Blocks PM301 and PM302 in Malaysia,
which are adjacent to Block A-18 of the Joint Development Area of Malaysia/Thailand (JDA) and contain an
extension of the Bumi Field. The Corporation also acquired 37 previously leased retail gasoline stations,
primarily through the assumption of $65 millien of fixed-rate notes.

3. Libyan Operations

In response to civil unrest in Libya, a number of measures were taken by the international community in the
first quarter of 2011, including the imposition of economic sanctions. Production at the Waha Field was
suspended in the first quarter of 2011. As a consequence of the civil unrest and the sanctions, the Corporation
delivered force majeure notices to the Libyan government relating to the agreements covering its exploration and
production interests in order to protect its rights while it was temporarily prevented from fulfilling its obligations
and benefiting from the rights granted by those agreements. Production at the Waha Field restarted during the
fourth quarter of 2011 at levels that were significantly lower than those prior to the civil unrest. The
Corporation’s Libyan production averaged 23,000 barrels of oil equivalent per day (boepd) for the full year of
2010 and 4,000 boepd for 2011. The force majeure covering the Corporation’s production interests was
withdrawn at the end of the fourth quarter of 2011, as the economic sanctions were lifted. The force majeure
covering the Corporation’s offshore exploration interests remained in place at year-end but is expected 1o be
withdrawn in 2012 The Corporation had proved reserves of 166 million barrels of oil equivalent in Libya at
December 31, 2011. At December 31, 2011, the net book value of the Corporation’s exploration and production
assets in Libya was approximately $500 million.
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Inventories

Inventories at December 31 were as follows:

2011 2010
{Millions of dollars)
Crude oil and other charge stoCKS . ...\t v it i e i $ 451 3 496
Refined petroleusm products and natural gas . ......... .. . oo 1,762 1,528
Less: LIFO adjustment .. ... .. .. ... i i it (1,276) (995)
937 1,029
Merchandise, materials and supplies ...... .. .. oo i 486 423
Total INVEMEOTIES - .« v o ot e e e et e e e e e e e e e e e $ 1,423 51452

5.

The percentage of LIFO inventory to total crude oil, refined petroleum products and natural gas inventories
was 72% and 65% at December 31, 2011 and 2010, respectively.

HOVYENSA L.L.C. Joint Yenture

The Corporation has a 50% interest in HOVENSA L.L.C. (HOVENSA). a joint venture with a subsidiary of
Petroteos de Venezuela, S.A. (PDVSA), which owns a refinery in the U.S. Virgin Islands. The Corporation’s
investment in HOVENSA is accounted for using the equity method. In accordance with Rule 3-09 of Regulation
5-X, the Corporation has filed the audited financial statements for HOVENSA in this repoit on Form 10-K.
Summarized financial information for HOVENSA as of December 31 and for the years then ended follows:

2011 2010 2009
{Millions of dollars)
Summarized Balance Sheet, at December 31
Cash and cash equivalents ............................ $ 42 5 45 % 78
Other current assets . ... ... ... .. .. ... .. ... .. ..... 329 668 580
Net fixed 285618 . ... .ot e e — 1,987 2,080
Other assets . . ... .. 10 27 33
Current liabilities, including member support ... .......... (1,858) (1,001} {953
Longtermdebr . ... ... ... ... .. .. ... .. . ... —* (706) (356)
Deferred liabilities and credits .. ........ ... .. ... ... .... a15) (135) {137
Members' equity ........o v e $(1,592) $ 885 § 1,325
Carrying value of Hess Corporation’s equity investment .. % —_ $ 158 $ 681
Summarized Income Statement, for the vears ended
December 31
Sales . e $13126 512,238 $ 10,048
Costs and EXPEIISES . ..ottt it et (15,613) (12,696) (10,499
Net income {JOSS) - ..o n e et e ot i $ 2487y $ (438 % (451
Hess Corporation’s income (loss) from equity investment
inHOVENSALLC. ... ... ... . it $ (L073)y** §  (522)** § (229

EEd

Long-term debr of 3356 million was classified as a current liahility, resulting from HOVENSA'S tender offer in January 2012

repurchase the debr.

The Corporation’s share of HOVENSA's 2011 loss excludes 3300 million previously recorded in 2010 for the partial impairment of the

Corporation's investment.
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In 2011, HOVENSA experienced continued substantial operating losses due to global economic conditions
and competitive disadvantages versus other refiners, despite efforts to improve operating performance by
reducing refining capacity to 350,000 from 500,000 barrels per day in the first half of the year. Operating losses
were also projected 1o continue. In January 2012, HOVENSA announced a decision to shut down its refinery and
operate the complex as an oil slorage terminal. As a result of these developments, HOVENSA prepared an
impairment analysis as of December 31, 2011, which concluded that undiscounted future cash flows would not
recover the carrying value of its long-lived assets, and recorded an impairment charge and other charges related
to the decision to shut down the refinery. For 2011, the Corporation recorded a total of $1,073 million of losses
from its equity investment in HOVENSA. These pre-tax losses included $875 million ($525 million after income
taxes) due to the impairment recorded by HOVENSA and other charges associated with its decision to shut down
the refinery. The Corporation's share of the impairment related losses recorded by HOVENSA represents an
amount equivalent to the Corporation’s financial support to HOVENSA at December 31, 2011, its planned future
funding commitments for costs related to the refinery shutdown, and a charge of $135 million for the write-off of
related assets held by the subsidiary which owns the Corporation’s investment in HOVENSA. At December 31,
2011, the Corporation has a liability of $487 million for its planned funding commitments, which is expected to
be incurred in 2012. A deferred income tax benefit of $350 million, consisting primarily of U.S. income taxes,
has been recorded on the Corporation’s share of HOVENSA’s impairment and refinery shutdown related
charges.

In December 2010, the Corporation recorded an impairment charge of $300 million before income taxes
{5289 million after income taxes) to reduce the carrying value of its equity investment in HOVENSA to its fair
value, which was recorded in Income (loss) from equity investment in HOVENSA L.L.C. The investment had
been adversely affected by consecutive annual operating losses resulfing from continued weak refining margins
and refinery utilization and a fourth quarter 2010 debt rating downgrade. As a result of a siralegic assessment in
2010, HOVENSA decided to lower crude oil refining capacity to 350,000 from 500,000 barrels per day in 2011.
The Corporation performed an impairment analysis and concluded that its investment had experienced an other
than temporary decline in value. The fair value was determined based on an income approach using estimated
refined petroleum product selling prices and volumes, related costs of product sold, capital and operating
expenditures and 4 market based discount rate (a Level 3 fair valne measurement).

In February 2012, HOVENSA completed a tender offer to repurchase its outstanding tax exempt bonds at par.

6. Property, Plant and Equipment

Property, plant and equipment at December 31 consist of the following:

2011 2010
{Millions of dollars)

Exploration and Production

Unproved properties .. ... ot in it e $ 4064 § 3,796
Proved properties .. ... ot e e e e e et et 3,975 3,496
Wells, equipment and related facilities ... ... ............... ... .. ..., 29.239 26,064
37,278 33,356
Marketing, Refining and Corporate . ........ ... .. oo 2,432 2,347
Total — At COBE . ...ttt e e 39,710 35,703
Less: reserves for depreciation, depletion, amortization and lease
IMPAITIEIL . ...t it i et i e i e 14,998 14,576
Property, plant and equipment —mnet .. ... ... .. .. o e $24,712  $21,127
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In the fourth quarter of 2011, the Corporation agreed to sell its interests in the Snohvit Field in Norway
{Hess 3%) for approximately $135 million, after normal closing adjustments. At December 31, 2011, the
Corporation classified this property and another property as assets held for sale. At December 31, 2011, the total
carrying amount of these assets of $764 million was reported in Other current assets, including goodwill of $62
million, In addition, related asset retirement obligations and deferred income taxes totaling $556 million were
reported in Accrued liabilities, In accordance with GAAP, properties classified as held for sale are not
depreciated but are subject to impairment testing.

The following table discloses the amount of capitalized exploratory well costs pending determination of
proved reserves at December 31, and the changes therein during the respective years:

2011 2010 2009
(Millions of dollars)
Beginning balance at January 1 ......... ... ... . o it $1,783 31437 31,094
Additions to capitalized exploratory well costs pending the
determination of proved reserves ......... ... o i 512 675 433
Reclassifications to wells, facilities, and equipment based on the
determination of proved reserves ... ... ... o i (171} . 2)] (16}
Capiralized exploratory well costs charged toexpense ............ (90} (11 (74}
DISPOSItoNS ... ... . i e e (12) (132) —
Ending balance at December 31 . ... ..ot $2,022  $1,783  $1437
Number of wellsatendofyear ......... .ol 59 77 53

The preceding table excludes exploratory dry hole costs of $348 million, $127 million and $193 million in
2011, 2010 and 2009, respectively, which wese incurred and subsequently expensed in the same year. In 2011,
capitalized well costs reclassified based on the determination of proved reserves primarily related to the Tubular
Bells project in the deepwater Gulf of Mexico, which was sanctioned during the year.

At December 31, 2011, exploratory drilling costs capitalized in excess of one year past completion of
drilling were incurred as follows (in millions of dollars):

2000 e e e e $ 423
200D e e e e e e e 448
L 392
2T e e e e 72
2000 e e e e e e 168

$1,503

The capitalized well costs in excess of one year relate to 11 projects. Approximately 43% of the capitalized
well costs in excess of one vear relates to the Pony prospect in the deepwater Gulf of Mexico. The Corporation
has signed a non-binding agreement with the owners of the adjacent Knotty Head prospect on Green Canyon
Block 512 that outlines a proposal to jointly develop the field. Negotiation of a joint operating agreement,
including working interest percentages for the partners, and planning for the field development are progressing.
The project is now targeted for sanction in 2013. Approximately 30% relates to Block WA-390-P, offshore
Western Australia, where further drilling and other appraisal and commercial activities are ongoing.
Approximately 18% relates to Area 54, offshore Libya, where force majeure was declared in 2011 following the
civil unrest in Libya, see Note 3, Libyan Operations in the notes to the Consolidated Financial Statements. The
Corporation expects the force majeure to be lifted in 2012 and commercial negotiations with the Libyan
government to resume. The remainder of the capitalized well costs in excess of one year relates to projects where
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further drilling is planned or development planning and other assessment activities are ongoing to determine the
economic and operating viability of the projects.

7. Goodwill

The changes in the carrying amount of goodwill are as follows:

2011 2010
(Millions of dollars)
Beginning balance at January 1 ... ... ... s $2,408 1,223
ACQUISIEIONS . . ..ottt it et e e ot e e e e e — 1,255
Dispositions and other . . .. ... ..o i (103) {72y
Ending balance at December 31 .. ... ... ... e $2,305 52408

8.  Asset Impairments

During 2011, the Corporation recorded impairment charges of $358 million ($140 million after income
taxes) related to increases in the Corporation’s estimated abandonment liabilities primarily for non-producing
properties which resulted in the book value of the properties exceeding their fair value. See also Note 9, Asset
Retirement Obligations in the notes to the Consolidated Financial Statements. The Corporation’s estimated fair
values for these properties were determined using a valuation approach based on market related data which is a
Level 3 fair value measurement.

During 2010, the Corporation recorded a charge of $532 million ($334 million after income taxes) to fully
impair the carrying value of its 55% interest in the West Mediterranean Block 1 concession {West Med Block),
located offshore Egypt. This interest was acquired in 2006 and included four natural gas discoveries and
additional exploration prospects. The Corporation and its partners subsequently explored and further evaluated
the area, made a fifth discovery, conducted development planning, and held negotiations with the Egyptian
authorities to amend the existing gas sales agreement. In September 2010, the Corporation and its partners
notified the Egyptian authorities of their decision to cease exploration activities on the block and to relinquish a
significant portion of the block. As a result, the Corporation fully impaired the carrying value of its interest in the
West Med Block. The Corporation’s estimated fair value of the West Med Block was determined using a
valuation approach based on market related data (Level 3 fair value measurement).

During 2009, the Corporation recorded total asset impairment charges of $54 million ($26 million after
income taxes) to reduce the carrying value of two short-lived fields in the United Kingdom North Sea.
9. Asset Retirement Obligations

The following table describes changes to the Corporation’s asset retirement obligations:

2011 2010

(Milliens of dollars)

Asset retirement obligations at January 1 .. ... .. ... ... oo i $1,358  $1.297

Liabilities InCuImed ... ...t e e e e e e 25 255
Liabilities settled ordisposed of ........... .. ... . ... iiia.L. (334) (282)

ACCIEHION BXPEISE . . o o v ot e et e e e e et et a e 9% 78
Revisions of estimated Habilities . ... .o o i i e e s 947 {6)

Foreign curmency translation . .. ... ....ooi vt aiin i a s 21 16

Asset retirement obligations at December 31 .. ... ... ... . ool 2,071 1,358

Less: current obligations ... ... ...t n e e e e e 227 155

Long-term obligations at December 31 ... ... ..o i i $1,844 $1.203
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In 2011, the revisions of estimated liabilities reflect an increase in well abandonment obligations resulting
from enhanced cement seal verification procedures, changes in scope and timing due to updated work programs
and higher service and equipment costs. In 2010, liabilities incurred mostly related to the acquisition of
additional interests in the Valhall and Hod fields. Liabilities settled or disposed of primarily relate to assets held
for sale and dispositions.

10. Long-term Debt

Long-term debt at December 31 consists of the following:

2011 2010
(Millions of dollars)
Asset-backed credit facility, weighted averagerate 0.8% . .........c..cvvenn.. $ 350 3 —
Short-term credit facility, rate 1.2% .. .. ... ... e 100 —
Fixed-rate public notes:
7.0% due 2004 | e e 250 250
Bl due 2000 e e e e 998 997
T9% due 2020 .. e e e e 695 095
T3% due 2031 L. e e e e e 746 746
T 1% due 2033 L e 598 598
6.0% due 2040 ... e e e e e e 744 744
S.6% due 204] L. e e e e 1,242 1241
Total fixed-rate public notes . .. .. ... . s 5273 5271
Other fixed-rate notes, weighted average rate 8.3%, due through 2023 . ... ... ... 112 133
Project lease financing, weighted average rate 5.1%, due through 2014 .. ... ... .. 90 102
Pollution control revenue bonds, weighted average rate 5.9%, due through 2034 . .. 53 53
Fair value adjustments — interestrate hedging . ... ... ... ... . o o oL 53 8
Otherdebt .. ..o e e 9 2
6,040 5,569
Less: current maturities ... ..o i e e 35 32
TOAL - oo o $6,005  $5,537

In April 2011, the Corporation entered into a new $4 billion syndicated revolving credit facility that matures in
April 2016. This facility, which replaced a $3 billion facility that was scheduled to mature in May 2012, can be used
for borrowings and letters of credit. Borrowings on the facility bear interest at 1.25% above the London Interbank
Offered Rate. A facility fee of 0.25% per annum is also payable on the amount of the facility. The interest rate and
facility fee are subject to adjustment if the Corporation’s credit rating changes. The covenants that establish
restrictions on the amount of total borrowings and secured debt are consistent with the previous facility.

The Corporation has a 364-day asset-backed credit facility securitized by certain accounts receivable from its
Marketing and Refining operations. Under the terms of this financing arrangement, the Corporation has the ability
to borrow or issue letters of credit of up to $1 billion, subject to the availability of sufficient levels of eligible
receivables. At December 31, 2011, outstanding borrowings under this facility of $350 million were collateralized
by a total of $947 million of accounts receivable, which are held by a wholly-owned subsidiary. These receivables
are only available to pay the general obligations of the Corporation after satistaction of the outstanding obligations
under the asset-backed facility. At December 31, 2011, the Corporation classified $350 million of borrowings under
the asset-backed credit facility and $100 million of borrowings under a short-term credit facility as long-term debt,
based on the available capacity under the $4 billion syndicated revolving credit facility.
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In August 2010, the Corporation issued $1,250 million of 30-year fixed-rate public notes with a coupon of
5.6% scheduled to mature in 2041. The proceeds were used to purchase additional acreage in the Bakken and
additional interests in the Valhall and Hod fields.

At December 31, 2011, the Corporation’s fixed-rate public notes have a principal amount of $5,300 million
(85,273 million net of unamortized discount). Interest rates on the outstanding fixed-rate public notes have a
weighted average rate of 6.9%.

The aggregate long-term debt maturing during the next five vears is as follows (in millions of dollars):
2012 — $35; 2013 — $37; 2014 — $349; 2015 — $4 and 2016 — $455.

The Corporation’s long-term debt agreements contain a financial covenant that restricts the amount of total
borrowings and secured debi. At December 31, 2011, the Corporation is permitted to borrow up to an additional
$24.9 billion for the construction or acquisition of assets. The Corporation has the ability to borrow up to an
additional $4.5 billion of secured debt at December 31, 2011.

Qutstanding letters of credit at Decermnber 31 were as follows:

2011 2010
ms of m
Revolving credit facility ....... .. . . . .. . . $ 173 5§
Asset-backed credit facility . ... ... . — 400}
Committed lines*® ., .. ... e 1,063 1,161
Uncommitted lines*® .. ... e 462 521

........................................................... $1,698 52,082

* Committed and uncommined lines have expirarion dates through 2014,

Of the total letters of credit outstanding at December 31, 2011, $67 million relates to contingent liahilities
and the remaining $1,631 million relates to liabilities recorded in the Consolidated Balance Sheet.

The total amount of interest paid (net of amounts capitalized) was $383 million, 3319 million and $335
million in 2011, 2010 and 2009, respectively. The Corporation capitalized interest of $13 million, $5 million and
%6 million in 2011, 2010 and 2009, respectively.

11. Share-based Compensation

The Corporation awards restricted common stock and stock options under its 2008 Long-term Incentive
Plan. Generally, stock options vest in one to three years from the date of grant, have a 10-year term, and the
exercise price equals or exceeds the market price on the date of grant. Qutstanding restricted commen stock
generally vests in three vears from the date of grant.

Share-based compensation expense consists of the following:

Before Income Taxes After Income Taxes
2011 2010 W09 2011 2010 209
(Millions of dollars)

Stock Options ... ... .. ... §$51 $52 $58 $31 $32 §36
Restricted stock ......... .. ... ... ... ...... 53 60 70 32 37 44
Total .. e e e e $104  $112 3128 $63 $69 § BO

Based on restricted stock and stock option awards outstanding at December 31, 2011, uneamed
compensation expense, before income taxes, will be recognized in future years as follows (in millions of dollars):
2012 — $71, 2013 — $43 and 2014 — $4.
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The Corporation’s stock option and restricted stock activity consisted of the following:

Outstanding at January 12009 .. ... .. ... ... ... .....

Granted

Exercised .. ... ... .. e

Vested

Forfeited ......... ... ... ... ... .. i
Qutstanding at December 31,2009 ...................

Granted

......................................

Outstanding at December 31,2010 ........... ... .....

Granted

Exercised . ... ... . . ... . . ... ...

Vested

Exercisable at December 31,2009 .. .................
Exercisable at December 31,2010 ...................
Exercisable at December 31,2011 ...................

Stock Optiony Restricted Stock
Weighted- Shares of Weighted-
Average Restricted Average
Exercise Price Common Price on Date
Options per Share Stock of Grant
(Thousands)} (Thousands)
9700 % 5273 3161 $§ 6478
3.135 56.44 1,056 56.27
416) 38.85 — —
— — (893 50.13
(317) 65.68 (376) 66.11
12,102 53.83 2,948 66.00
2,792 60.12 952 60.04
(1,080) 42.37 — —
— — (880) 55.42
(394) 65.04 (182) 65.56
13.420 55.73 2,838 67.32
2,227 §2.92 742 82.99
(1,716) 41.40 — —
— — 970) 84.81
(361) 67.64 (163) 63.71
13,570 61.68 2,447 65.38
6,636 % 46.11
8,079 51,73
8,841 57.37

The table below summarizes

information regarding the

outstanding and exercisable stock opticns as of

December 31, 2011;
Outstanding Options Exercisable Options
Weighted-
Average Weighted- ‘Weighted-
Remaining Average Average
Range of Contractual  Exercise Price Exercise Price
F.xefcise Prices Options Life per Share Options per Share
(Thousands} (Years) {Thousands)
$20.,00-$40.00 ... ... 1,098 3 $ 2752 1098 % 2752
34001 -$50.00 ... ... L. 1.520 4 49.25 1,520 49.25
$5001-9$6000 ........ .. .. 4,304 6 55.17 3,348 54.777
$60.01-$80.00 .......... ... . oot 2,584 & 60.57 839 60.63
$80.01-%$12000 . ..... ... ... .ol 4,004 8 83.18 2,036 82.48
13,570 7 61.68 8,841 57.37

The intrinsic value (or the amount by which the market price of the Corporation’s common stock exceeds
the exercise price of an option) at December 31, 2011 totaled $51 million for both outstanding options and
exercisable options. At December 31, 2011, the weighted average remaining term of exercisable options was five

years.
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The Corporation uses the Black-Scholes model to estimate the fair value of employee stock options. The
following weighted average assumptions were utilized for stock options awarded:

2011 2014 2009
Risk freeinterestrate .. ... ... o i e 1L81% 2.14% 1.80%
Stock price volatility _....... ... . e 395 350 390
Dividend yield ... ... .. A49% 67% 70%
Expected lifeinyears ... ... .. . . i 4.5 4.5 4.5
Weighted average fair value per option granted .. ................. $27.98 $20.18 S1847

The risk free interest rate is based on the expected life of the options and is obtained from published sources.
The stock price volatility is determined from historical stock prices using the same period as the expected life of
the options. The expected stock option life is based on historical exercise patterns,

In May 2008, shareholders approved the 2008 Long-term Incentive Plan and in May 2010, approved an
amendment to the 2008 Long-term Incentive Plan. The Corporation also has stock options outstanding under a
former plan. At December 31, 2011, the pumber of common shares reserved for issuance under the 2008 Long-
term Incentive Plan, as amended, is as follows (in thousands):

Total common shares reserved forissuance ..., ... . L i 16,006
Less: stock options outstanding ... ... ... ... . e 7.603
Available for furure awards of restricted stock and stock options .. ...... ... ... .. ... 8,403

12. Foreign Currency

Foreign currency gains (losses) before income taxes recorded in the Statement of Consolidated Income
amounted to $(29) million in 2011, $(5) million in 2010 and $20 million in 2009. Foreign currency translation
adjustments recorded in Accumulated other comprehensive income (loss) were a reduction to stockholders’
equity of $84 million at December 31, 2011 and an increase to stockheolders’™ eguity of $12 million at
December 31, 2010.

13. Retirement Plans

The Corporation has funded noncontributory defined benefit pension plans for a significant portion of its
employees. In addition, the Corporation has an unfunded supplemental pension plan covering certain employees,
which provides incremental payments that would have been payable from the Corporation’s principal pension
plans, were it not for limitations imposed by income tax regulations. The plans provide defined benefits based on
years of service and final average salary. Additionally, the Corporation maintains an unfunded postretirement
medical plan that provides health benefits to certain qualified retirees from ages 55 through 65. The measurement
date for al] retirement plans is December 31,
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The following table summarizes the Corporation’s benefit obligations and the fair value of plan assets and
shows the funded status of the pension and postretirement medical plans:

Funded Unfunded Postretirement
Pension Plans Pension Plan Medical Plan
2011 2010 2011 2010 2011 2010
{Millions of dollars)
Change in benefit obligation
Balance at January b ...t $1,497 $1359 $192 $188 $ 107 § &84
Service cost ..o e e 49 41 9 8 6 5
Interest cost . ... .. ieivi i i e 81 78 8 8 5 4
Actuarial (gainj loss ..... ... ... ... . oo, 294 75 u 7 9 18
Benefitpayments ., . ......ooo it (51) (46) (13) (2) 2) (4)
Plansettlements , ... .. ........ ... ... ... ... - - - (17) - -
Foreign currency exchange rate changes ........... (4) (10) - - - -
Balance at Decemmber 31 ... ... .. ... ... ... ... 1,866 1497 227 192 125 147
Change in fair value of plan assets
Balance at Januvary 1 ........ ... .. .l 1,365 1,072 - - - -
Actual return on plan assets ......... ... 3 155 - - - -
Emplover contributions .. ... ........ ... 185 192 13 20 2 4
Benefit payments .. ... cv v venie i (51) {46) (13) 2m (2) S,
Foreign currency exchange rate changes .. ......... 3) (8) - - - -
Balance at December 31 .. ... .. ... .. ... ...... 1,493 1,365 - - - -
Funded status (plan assets Jess than benefit
obligations) at December 31 ..................... (373)  (132) (227 (192)* (12%) (107)
Unrecognized net actuarial losses ............ ... .... 829 460 103 83 a9 32
Net amount recognized ......... .. .. ... 00 $ 456 3 328 $(124) $(109) $ (B6) S (75)

* The trust established by the Corporation for the supplementul plan held ussets valued at 37 million at December 31, 2011 and $21 million
at December 31, 2010,

Amounts recognized in the Consolidated Balance Sheet at December 31 consist of the following:

Funded Unfunded Postretirement
Pension Plans Pension Plan Medical Plan
2011 2010 2011 2010 2011 2010
(Millions of dellars}
Accrued benefit Liability ... e e $(373)  $(132y $(227)y $(192) $(12%) $Q107)
Accumulated other comprehensive loss, pre-tax* ... ... 829 460 103 83 39 32
Net amount recognized ... .cveveo oo $456 $328 S(1249) S(109) % (86) $ (75)

* The after-tux reduction to equity recorded in Accumidated other comprehensive income (loss) was 3631 million at December 31, 2001 und
5385 million at December 31, 2010,

The accumulated benefit obligation for the funded defined benefit pension plans increased to $1,703 million
at December 31, 2011 from $1,355 million at December 31, 2010 primarily due to a reduction in the discount
rate. The accumulated benefit obligation for the unfunded defined benefit pension plan was $202 million at
December 31, 2011 and $176 million at December 31, 2010.
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Components of net periodic benefit cost for funded and unfunded pension plans and the postretirement

medical plan consisted of the following:

Pension Pluns Postretirement Medical Plan
2011 2010 2009 2011 2010 2000
(Millions of dollars)

Service cost ... .. ii e e $ 58 $49 %40 $6 $5 $3

Iaterest COSt ... . v e en et 89 86 83 5 4 4

Expected returm on plan assets . ........... (109) (86) (59) — — —
Amortization of unrecognized net actuarial

fosses ... ... . 47 48 65 2 —

Settlementloss . ........ ... ... ..., — 8 17 = — o

Net periodic benefitcost ... .............. $ 8 3105 $146 $13 $10 $7

The Corporation’s 2012 pension and postretirement medical expense is estimated to be approximately

$145 million. of which approximately $83 million relates to the amortization of unrecognized net actvarial
losses.

The weighted average actuarial assumptions used by the Corporation’s funded and unfunded pension plans

were as follows:

2011 2010 2009
Weighted average assumptions used to determine benefit obligations at
December 31
Discountrate . ... it e 43% 33% 58%
Rate of compensation HICIGASE - .. .....ivet i oneenrnonans 4.3 4.4 4.3
Weighted average assumptions vsed to determine net benefit cost for years
ended December 31
DisCOUNTTAtE . .. .. ot it iaiae e ans 5.3 5.8 6.3
Expectedretum onplan assets . ...... ... .. 7.5 1.5 7.5
Rate of compensation INCIEase . ... ......cvoiinreniiniennn... 4.4 43 4.4

The actuarial assumptions used by the Corporation’s postretirement medical plan were as follows:

211 2014 2009

Assumptions used to determine benefit obligations at December 31

DOl TAlE . o it ittt ittt e e et e 9% 4.8% 5.4%
Initial health care trend rate . ... ..o .. i i et e e iennns 8.0% 8.0% 8.0%
Ultimate trend TAte . .o oot v et e e et e e e et e 5.0% 5.0% 4.5%
Year in which ultimate trend rate isreached .. ........ .. .. o o 2018 2017 2013

The assumptions used to determine net periodic benefit cost for each year were established at the end of

each previous year while the assumptions used to determine benefit obligations were established at each vear-
end. The net periodic benefit cost and the actuarial present value of benefit obligations are based on actuarial
assumptions that are reviewed on an annual basis. The discount rate is developed based on a portfolio of high-
guality, fixed income debt instruments with maturities that approximate the expected payment of plan
obligations. The overall expected return on plan assets is developed from the expected future returmns for each
assel category, weighted by the target allocation of pension assets to that asset category.

The Corporation’s investment strategy is to maximize long-term returns at an acceptable level of risk

through broad diversification of plan assets in a variety of asset classes. Asset classes and target allocations are
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determined by the Corporation’s investment committee and include domestic and foreign equities, fixed income,
and other investments, including hedge funds, real estate and private equity. Investment managers are prohibited
from investing in securities issued by the Corporation unless indirectly held as part of an index strategy. The
majority of plan assets are highly liquid, providing ample liguidity for benefit payment requirements. The current
target allocations for plan assets are 50% equity securities, 25% fixed income securities (including cash and
short-term investment funds) and 25% to all other types of investments. Asset allocations are rebalanced on a
periodic basis throughout the year to bring assets to within an acceptable range of target levels.

The following tables provide the fair value of the financial assets of the funded pension plans as of
December 31, 2011 and 2010 in accordance with the fair value measurement hierarchy described in Note [,
Summary of Significant Accounting Policies:

Level 1 Level 2 Level 3 Total

{Millions of dollars)
December 31, 2011
Cash and short-term investment funds .................... $ 2 $28 $— $
Equities:
U.S. equities (domestic) ......... ... ... ..ioiiiiniin, 452 — — 452
International equities (non-U.S.) ... ... i 50 118 — 168
Global equities (domestic and non-U.S) ... .......... 11 149 — 160
Fixed income:
Treasury and government issued (&) .................... — 149 1 150
Government related ¢b) ........ ... . . — 12 2 14
Mortgage-backed securities () ... ... iei i — 87 — 87
L9147y 07 1\ (= P — 96 1 97
Other:
Hedgefonds . ... ... oo i — — 211 211
Privateequity funds . .. ... ... ... . ... .. .. — — 58 58
Realestatefunds ....... ... ... ... ... ... ... ..ot 7 — 44 51
Diversified commoditiesfunds ........... ... ... ... .... —_ 15 —_ 15
$ 522 $654  $317  $1,493
December 31, 2010
Cash and short-term investmentfunds .................... $ 5 $31 $— § 36
Equities:
U.S. equities (domestic) ....... ... il 444 — — 444
International equities (non-U.S.) ... oo 53 121 — 174
Global equities (domestic and non-U.S.} ... ............ 18 140 — 158
Fixed income:
Treasury and government issued (a) .. ...... ... ... ... — 98 3 101
Governmentrelated (b) ............ ... ... . ... ... ... — 14 3 17
Mortgage-backed secorities (€} ...... ... i — 61 — 61
COMPOTAIE . L it it it it et e ie et — a3 1 94
Other:
Hedgefunds . ... ... ... .. . i — — 187 187
Privateequity funds . ........ .. ... — — 40 40
Realestatefunds ......... ... ... .. it e, 7 — 32 39
Diversified commodities funds ........................ — 14 — 14

$ 527 $572 5266 %1365
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() Mcludes yecurities issued and guaranteed by U.S. wid non-U.S. governments.
(b} Primarily consists of securities isyued by governmenta! agencies and municipulities.
{c) Comprised of U.S. resideniial and commercial mortgage-backed securities.

Cash and short-term investment funds consist of cash on hand and short-term investment funds. The short-
term investment funds provide for daily investments and redemptions and are valued and carried at a $1 net asset
value (NAV) per fund share. Cash on hand is classified as Level 1 and short-term investment funds are classified
as Level 2.

Equities consist of equity securities issued by U.S. and non-U.S. corporations as well as commingled
investment funds that invest in equity securities. Individually held equity securities are traded actively on
exchanges and price quotes for these shares are readily available. Individual equity securities are classified as
Level 1. Commingled fund values reflect the NAV per fund share, derived from the quoted prices in active
markets of the underlying securities. Equity commingled funds are classified as Level 2.

Fixed income investments consist of securitics issued by the U.S. government, non-U.S. govemments,
governmental agencies, municipalities and corporations, and agency and non-agency mortgage-backed securities,
This investment category also includes commingled investment funds that invest in fixed income securities.
Individual fixed income securities are generally priced on the basis of evaluated prices from independent pricing
services. Such prices are monitored and provided by an independent, third-party custodial firm responsible for
safekeeping plan assets, Individual fixed income securities are classified as Level 2 or 3. Commingled fund
values reflect the NAV per fund share, derived indirectly from observable inputs or from quoted prices in less
liquid markets of the underlying securities. Fixed income commingled funds are classified as Level 2.

Other investments consist of exchange-traded real estate investment trust securities as well as commingled
fund and limited partnership investments in hedge funds, private equity, real estate and diversified commodities.
Exchange-traded securities are classified as Level 1. Commingled fund values reflect the NAV per fund share
and are classified as Level 2 or 3. Private equity and real estate limited partnership values reflect information
reported by the fund managers, which include inputs such as cost, operating results, discounted future cash flows,
market based comparable data and independent appraisals from third-party sources with professional
qualifications. Hedge funds, private equity and non-exchange-traded real estate investments are classified as
Level 3.

The following tables provide changes in financial assets that are measured at fair value based on Level 3

inputs that are held by institutional funds classified as:
Private  Real
Fixed Hedge Equity Estate
Income* Funds Funds Funds Total

(Millions of dollars)

Balance at January 1, 2010 ... 0.0 ve oo e P8 %143 $29 %14 5194
Actual return on plan assets:

Related to assets held at December 31,2010 . ... ... ... ... ... — 6 1 1 8

Related to assets sold during 2010 . ... ... ... ool — — — - —
Purchases, sales or other settlements . ......._........ ... ... ... 1 38 10 17 66
Net transfers infout) of Level 3 .. ... i inaeen s (2) - — — (2)
Balance at December 31, 2010 ... ... .0 et e e 7 187 40 32 266
Actual return on plan assets:

Related to assets held at December 31,2011 . .............. ..... — (5) 9 2 6

Related to assets sold during 2011 . ... ... ... . .. oo —_ 2 — — 2
Purchases, sales or other settlements . ...........c.oivrioenenann.. 3 27 9 10 43
Nettansfersin (fout) of Level 3 ... ... ... . . . i i — — — — —
Balance at December 31,2011 .. ... ... . i e $ 4 $211 $ 58 %44 $317

* Fixed Income includes treasury and government issued, government related, morrgoge-backed and corporare securities.
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The Corporation has budgeted contributions of approximately $150 million to its funded pension plans in
2012.

Estimated future benefit payments by the funded and unfunded pension plans and the postretirement
medical plan, which reflect expected future service, are as follows (in millions of dollars):

200 e e e e e e $ 8
20 e e e e e 45
2 05
200 e e e e e e e e e e 102
Al . e e e e e e s 118
Y ears 2007 10 2020 o e e 630

The Corporation also contributes to severa! defined contribution plans for eligible employees. Employees may
contribute a portion of their compensation to the plans and the Corporation matches a portion of the employee
contributions. The Corporation recorded expense of $28 million in 2011 and $24 million in both 2010 and 2009 for
contributions to these plans,

14. Income Taxes
The provision for (benefit from) income taxes consisted of;

2011 2010 2009
(Millions of dollars)

United States Federal

CUTTBNL . .. ot e e e $ 202 % 151 % 39
Deferred ... . e (588) (309) (284)
] 1 17 46 (15)
(369 (112) (260)
Foreign
CUITEnt ... e 1,185 1.515 1,143
Deferred ... ... o e e (60) (2300 (168)
1,125 1,285 975
Adjustment of deferred tax liability for foreign income tax rate
change™ . .. L L 29 — -—
Total provision for INCOME tAXES ... ... ov'ereeeeeoct e $ 785  $1.173 % 715

* Reflects the July 2011 enactment of an increase in the United Kingdom supplementary income tax rate 1o 32% from 20%.

Income (loss) before income taxes consisted of the following:

2011 2010 2009
(Millions of dollars)
United States® . . .. e $ 211 S$(108) $(711)
BT gn ™ e 2,250 3,419 2,233
Total income before iIncome taxes ... ... oot v oo ecme e $2,461 $3311  $1,522

* Includes substantially ull of the Corpuration’s interest expense and the results of hedging activities.
**Foreign income includes the Corporation’s Virgin Islunds and other operations locuted outside of the United States.
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A summary of the components of deferred tax liabilities, deferred tax assets and taxes deferred at
December 31 follows:

2011 2010
(Millions of dollars)
Deferred tax liabilities
Property, plant and equipment ... ... i e i $(3,742)  $(4,026)
0711 (125) {(32)
Total deferred tax Habilities ... ...... ... i i i, (3,867) (4,078)
Deferred tax assets
Net operating loss carryforwards . ... o ool 1,204 896
Tax credit carryforwards ... ... .. L o 396 244
Property, plant and equipment and investments .. ...........o0v .. 2217 1,852
Investment in HOVENSA ... .. ... .. . i e 33 —
Accrued compensation and other liabilities . ... ... .. o 0oL 508 391
Asset retirement obligations , ... ... ... ... L ool o o 438 369
01175 O 332 302
Total deferred tax GSSELS . ... 0 e e e e e e e 5426 4,054
Valuation allowances™® . .. . e e e (1,071) (444)
Total deferred tax assets, MBL . . . .. it it it 4,358 3,610
Net deferred tax assets (liabilities) . ......... ... . . ..., $ 488 5 (468

* The increase in the valuarion allowances from 2010 w0 2071 is principally atiributable to operating loss and tux credir earry forwards and
other deductible temporary differences oviginating in the current year.

At December 31, 2011, the Corporation has recognized a gross deferred tax asset related to net operating
loss carryforwards of $1,204 million before application of the valuation allowances. The deferred tax asset is
comprised of approximately $920 million attributable to foreign net operating losses, which begin to expire in
2020, $90 million attributable to United States federal operating losses which begin to expire in 2020 and $194
million attributable to losses in various states which begin to expire in 2012, At December 31, 2011, the
Corporation has federal, state and foreign alternative minimum tax eredit carryforwards of approximately
$140 million, which can be carried forward indefinitely and approximately $1 million of other business credit
carryforwards. Foreign tax credit carryforwards, which begin to expire in 2016, total $255 million. Included
within Property, plant and equipment and investments in the foregoing table are taxes deferred, resulting from
intercompaity transactions eliminated in consolidation related to transfers of property, plant and equipment
remaining within the consolidated group.

In the Consolidated Balance Sheet at December 31, deferred tax assets and liabilities from the preceding table
are netted by taxing jurisdiction, combined with taxes deferred on intercompany transactions, and are recorded in
the following captions:

2011 2010
(Millions of doltars)
Other CUITENT ASSETS .« - .\ttt ettt ettt s e e e e et aann, $ 398 % 386
Deferred income taxes (long-termasset) .......... ... .. .. ... i, 2,941 2,167
Accrued labilities ... ... ... (8) (26)
Deferred income taxes (long-term liability) ............ ... ... ... .. ... 2,843 (2,995
Net deferred tax assets (liabilities) _......... i e ot $ 488 $ (468)
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The difference between the Corporation’s effective income tax rate and the United States statutory rate is
reconciled below:

2011 2010 2009
United States stalutory tate .. ... ... .o n e c e 35.0% 35.0% 35.0%
Effect of foreign operations® . ... ... ... . oo (2.9) 94 15.2
State income taxes, net of Federal incometax ................ 0.4 0.9 (1.2)
Gainsonassetsales . ........... ... ... i (5.0) {10.4) —
Effect of equity loss and operations related to HOVENSA ... ... 2.8 3.1 —
Other ... e 1.6 (2.6) (20

Total ... e 31.9%  354%  47.0%

* The decrease in the effective income tux raie in 2011 compared with 2010 untriburahle w the effect of foreign operations relates o a change
in the propoviion af income eavned among foreign jurisdictions, with the suspenxion of Libyvan operations providing the highest impuet.

Below is a reconciliation of the beginning and ending amount of unrecognized tax benefits:

2011 2010
(Millions of dollars)
Balanceat January 1. ... . . ... .. 0 e $400 $271
Additions based on tax positions taken in the current year ......... .. 62 152
Additions based on tax positions of prioryears ..., ... .. ..., 20 57
Reductions based on tax positions of prior years ... ................ (8) 2)
Reductions due to settlements with taxing authorities ... ... ......... (59) (77
Reductions due to lapse of statutes of limitation ................... = _
Balance atDecember 31 .. ... ... o e $415 $400

Al December 31, 2011, the unrecognized tax benefits include $331 million, which if recognized, would
affect the Corporation’s effective income tax rate. Over the next 12 months, it is reasonably possible that the total
amount of unrecognized tax benefits could decrease by $30 to $40 million due to settlements with taxing
authorities and lapsing of statutes of limitation. The Corporation had accrued interest and penalties related to
unrecognized tax benefits of approximately $42 million as of December 31, 2011 and approximately $16 million
as of December 31, 2010

The Corporation has not recognized deferred income taxes for that portion of undistributed eamings of
foreign subsidiaries expected to be indefinitely reinvested in foreign operations. The Corporation had
undistributed earnings from foreign subsidiaries expected to be indefinitely reinvested in foreign operations of
approximately $5.2 billion at December 31, 2011. If these earnings were not indefinitely reinvested, a deferred
tax liability of approximately $1.8 billion would be recognized, not accounting for the potential utilization of
foreign tax credits in the United States.

The Corporation and its subsidiaries file income tax returns in the United States and various foreign
Jurisdictions. The Corporation is no longer subject to examinations by income tax authorities in most
jurisdictions for years prior to 2005.

Income taxes paid (net of refunds) in 2011, 2010 and 2009 amounted to $1,384 million, $1,450 million and
$1,177 million, respectively,
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15. Outstanding and Weighted Average Common Shares

The following table provides the changes in the Corporation’s outstanding common shares:

2011 2010 2009
{Theusands of shares)
Balance at January 1 ... ... ... e e 337681 327229 326,133
Issued for an acquisition™ .. ... ... ... . e — 8,602 —
Activity related to restricted common stock awards, net ... ... 579 770 680
Employee stock options .. ... ... .. .. il 1,716 1,080 416
Balance at December 31 ... ...ttt e 339,976 337,681 327,229

# See Note 2, Acquisitions and Dispositions in the notes to the Consolidated Financial Starements.

The weighted average number of common shares used in the basic and diluted earnings per share

computations for each year is summarized below:

2010 2009

{Thousands of shares)

325999 323,890

829 836
1,449 1,239

2011
Common shares — basic ... .. .. e ier i 336,901
Effect of dilutive securities
Stock OPtIONS . . ... e e 1,617
Restricted common stock ... ...t e 1,380
Common shares —diluted ..... ... .. ... ... . .. il 339,898

328,277 325965

The calculation of weighted average common shares excludes the effect of 3,490,000, 5,157,000 and
4,050,000 out-of-the-money stock options for 2011, 2010 and 2009, respectively. Cash dividends on common

stock totaled $0.40 per share ($0.10 per quarter) during 2011, 2010 and 2009.

16. Leased Assets

The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and
other assets for varying periods under contractual obligations accounted for as operating leases. Certain operating
leases provide an option to purchase the related property at fixed prices. At December 31, 2011, futare minimum
rental payments applicable (o non-cancelable operating leases with remaining terms of one year or more (other

than oil and gas property leases) are as follows (in millions of dollars):

Total minimum lease payments . ............ . . it
Less: income from subleases ... ... . ... .. i e

Net minimum lease payments .. ..........o.vieiiaii i

Operating lease expenses for drilling rigs used to drill development wells and successful exploration wells

are capitalized,

72



HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Rental expense was as follows:

2011 2010 2009
(Millions of dollars)

Total temtal EXPENSE . .. ..t i e e $348 5273 3266
Less: income from subleases .., .. .ot oot e 12 13 11
Net rental eXPense .. .. ... i e e $336  $260 §255

17. Risk Management and Trading Activities

In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the
prices, of crude oil, natural gas, refined petroleum products and electricity, as well as to changes in interest rates
and foreign currency values. In the disclosures that follow, risk management activities are referred to as energy
marketing and corporate risk management activities. The Corporation also has trading operations, principally
through a 50% voting interest in a consolidated partnership, that trades energy-related commodities, securities
and derivatives. These activities are also exposed to commodity price risks primarily related to the prices of
crude oil, natural gas, refined petroleum products and electricity.

The Corporation maintains a control environment under the direction of its chief risk officer and through its
corporate risk policy, which the Corporation’s senior management has approved. Controls include volumetric,
term and valve at risk limits. The chief risk officer must approve the use of new instruments or commodities.
Risk limits are monitored and are reported on a daily basis to business units and senior management. The
Corporation’s risk management department also performs independent verifications of sources of fair values and
validations of valuation models. These controls apply to all of the Corporation’s risk management and trading
activities, incloding the consolidated trading partnership. The Corporation’s treasury department is responsible
for administering and monitoring foreign exchange and interest rate hedging programs.

Following is a description of the Corporation’s activities that use derivatives as part of their operations and
strategies. Derivatives include both financial instruments and forward purchase and sale contracts. Gross notional
amounts of both long and short positions are presented in the volume tables below. These amounts include long
and short positions that offset in closed positions and have not reached contractual maturity. Gross notional
amounts do not quantify risk or represent assets or liabilities of the Corporation, but are used in the calculation of
cash settlements under the contracts,

Energy Marketing Activities; In its energy marketing activities, the Corporation sells refined petroleum
products, natural gas and electricity principally to commercial and industrial businesses at fixed and floating
prices for varying periods of time. Commodity contracts such as futures, forwards, swaps and options, together
with physical assets such as storage and pipeline capacity, are used to abtain supply and reduce margin volatility
or lower costs related to sales contracts with customers.

The table below shows the gross volume of the Corporation’s energy marketing commodity contracts
outstanding:

At December 31,

2011 2010
Crude 0il and refined petroleum products (millions of barrels) ......_....... ... 28 30
Natural gas (millionsof mef) . ... .. 2616 2210
Electricity (millions of megawatt hours) ... ......... ... ... ... .. oL 244 301

The changes in fair value of certain energy marketing commodity contracts that are not designated as hedges
are recognized currently in earnings. Revenues from the sales contracts are recognized in Sales and other
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operating revenues in the Statement of Consolidated Income, while supply contract purchases and net settlements
from financial derivatives related to these energy marketing activities are recognized in Cost of products sold in
the Statement of Consolidated Income, Net realized and unrealized pre-tax gains on derivative contracts not
designated as hedges amounted to $65 million in 2011, $247 million in 2010 and $102 million in 2009.

At December 31, 2011, a portion of energy marketing commodity contracts are designated as cash flow
hedges to hedge variability of expected future cash flows of forecasted supply transactions. The length of time
over which the Corporation hedges exposure to variability in future cash flows is predominantly one year or less.
For contracts outstanding at December 31, 2011, the maximum duration was approximately two years. The
Corporation records the effective portion of changes in the fair value of cash flow hedges as a component of
Accumulated other comprehensive income (loss) in the Consolidated Balance Sheet. Amounts recorded in
Accumulated other comprehensive income (loss) are reclassified into Cost of products sold in the Statement of
Consolidated Income in the same period that the bedged item is recognized in earnings. The ineffective portion
of changes in fair value of cash flow hedges is recognized immediately in Cost of products sold.

The after-tax deferred losses relating to energy marketing activities recorded in Accumulated other
comprehensive income (loss) were $64 million and $147 million at December 31, 2011 and 2010, respectively,
The Corporation estimates that a loss of approximately $44 million will be reclassified into eamings over the
next twelve months. During 2011, 2010 and 2009, the Corporation reclassified after-tax losses from Accumulated
other comprehensive income (loss) of $105 million, $318 million and $596 million ($172 million, $527 million
and $955 million of pre-tax losses), respectively. The amounts of ineffectiveness were a loss of $4 mitlion in
2011, a gain of $2 million in 2010 and a loss of $2 million in 2009, The pre-tax amount of deferred hedge losses
is reflected in Accounts payable and the related income tax benefits are recorded as deferred income tax assets,
which are included in Other current assets in the Consolidated Balance Sheet.

Corporate Risk Management; Corporate risk management activities include transactions designed to
reduce risk in the selling prices of crude oil, refined petrolenm products or natural gas produced by the
Corporation or to reduce exposure to foreign currency or interest rate movements. Generally, {utures, swaps or
option strategies may be used to fix the forward selling price of a portion of the Corporation’s crude oil, refined
petrolenm products or natural gas production. Forward contracts may also be used to purchase certain currencies
in which the Corporation does business with the intent of reducing exposure to foreign currency fluctuations.
These forward contracts comprise various currencies including the British Poond and Thai Baht. Interest rate
swaps may be used to convert interest payments on certain long-term debt from fixed to floating rates.

The table below shows the gross volume of Corporate risk management derivative contracts outstanding:

At December 31,

2011 2010
Commodity, primarily crude oil (millions of barrels) . ........... ... ... . ... 51 35
Foreign exchange (millions of U.S. Dollars) ........ ..o i i onn $ 900  $1.023
Interest rate swaps (millions of U.S. Dollars) .. ... oo e $ 895 % 310

Daring 2008, the Corporation closed Brent crude oil cash flow hedges covering 24,000 barrels per day
through 2012, by entering into offsetting contracts with the same counterparty. As a result, the valuation of those
contracts is no longer subject to change due to price fluctuations. The deferred hedge losses as of the date that the
hedges were closed are being recorded in eamings as the hedged transactions occur. Hedging activities primarily
related to closed Brent crude oil positions decreased Exploration and Production Sales and other operating
reverues by $517 million in 2011 and $533 million in both 2010 and 2009 ($327 million, $338 million and $337
million after-taxes, respectively).

During the fourth quarter of 2011, the Corporation entered into Brent crude oil hedges using fixed-price
swap contracts to hedge the variability of expected future cash flows from 90,000 barrels per day of forecasted
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crude oil sales volumes for the full year of 2012. In January 2012, the Corporation entered into additional Brent
crude oil hedges of 30,000 barrels per day for the full year of 2012. The average price for these hedges is $107.70
per barrel. The Corporation records the effective portion of changes in the fair value of cash flow hedges as a
component of Accumulated other comprehensive income (loss). Amounts recorded in Accumnulated other
comprehensive income (loss) are reclassified into Sales and other operating revenues in the Statement of
Consolidated Income in the same period that the hedged item is recognized in earnings. The ineffective portion
of changes in the fair value of cash flow hedges is recognized immediately in Sales and other operating revenues.

The after-tax deferred losses in Accumulated other comprehensive income (loss) related to Brent crude oil
hedges were $286 million and $638 million at December 31. 2011 and 2010, respectively. The entire amount of
net after-tax deferred losses of $286 million as of December 31, 2011 will be reclassified into eamings during
2012.In 2011, the amount of ineffectiveness from Brent crude oil hedges was a gain of $9 million.

As a result of changes in the fair value of cash flow hedge positions used in the Corporation’s Energy
Marketing and Corporate Risk Management Activities, pre-tax deferred losses in Accumnlated other
comprehensive income (loss) decreased by $5 million in 2011, increased by $324 million in 2010 and $1,148
million in 2009 ($2 mitlion, $198 million and $729 million after-tax, respectively).

At December 31, 2011 and 2010, the Corporation had interest rate swaps with gross notional amounts of
$895 million and $310 million, respectively, which were designated as fair value hedges. Changes in the fair
value of interest rate swaps and the hedged fixed-rate debt are recorded in Interest expense in the Statement of
Consolidated Income, For the years ended December 31, 2011 and 2014, the Corporation recorded increases of
$45 million and $8 million (excluding accrued interest), respectively, in the fair value of interest rate swaps and a
corresponding adjustment in the carrying value of the hedged fixed-rate debt.

Foreign exchange contracts are not designated as hedges. Gains or losses on foreign exchange contracts are
recognized immediately in Other, net in Revenues and non-operating income in the Statement of Consolidated
Income.

Net realized and unrealized pre-tax gains (losses) on derivative contracts used for Corporate risk
management and not designated as hedges amounted to the following:

Year Ended December 31,
2011 2010 2009
{Millions of dollars}
Commodity ... ... $1 $ (D $9
Foreignexchange ......... ... ... ... ... ... . .............. _(15) _ 86
S, 121 $(ﬁ) $04) $95

Trading Activities: Trading activities are conducted principally through a trading partnership in which the
Corporation has a 50% voting interest. This consolidated entity intends to generate earnings through various
strategies primarily using energy-related commodities, securities and derivatives. The Corporation also takes
trading positions for its own account. The information that follows represents 100% of the trading partnership
and the Corporation’s proprietary trading accounts.
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The table below shows the gross volume of derivative contracts outstanding relating to trading activities:

At Drecember 31,
2011 2010
Commodity
Crude oil and refined petroleum products (millions of barrels) ............. 2,169 3,328
Natural gas (millions of mef) .. ... .o o i 4,203 4,699
Electricity (millions of megawatthours) ... ... . ... ... ... ... ... ..... 304 79
Foreign exchange (millions of US. Dollars) .. _..... ... ... ... .. ... ...... $ 581 §$ 506
Other
Interest rate (millions of U.S. Dollars) . . .......... ... ... iiiiiia... $ 182 % 205
Equity securities (miflions of shares) ... ... ........ ... ... ... . oo 16 35

Pre-tax unrealized and reulized gains (losses) recorded in Sales and other operating revenues in the
Statement of Consolidated Income from trading activities amounted to the following:

Year Ended December 31,

2011 2010 2009

(Millions of dollars)
Commodity ... e e e $ 44 $ 88 $196
Foreignexchange ......... ... .. . .. . . . ... .. — 5 23
L 1 1T o (28) 10 17
' 1 $16 $103 $236

Fair Value Measurements: The Corporation determines fair value in accordance with the fair value
measurements accounting standard (ASC 820 — Fair Value Measurements and Disclosures), which established a
hierarchy that categorizes the sowrces of inputs, which generally range from quoted prices for identical
instruments in a principal trading market (Level 1) to estimates determined using related market data (Level 3),

When Level 1 inputs are available within a particular market, those inputs are selected for determination of
fair value over Level 2 or 3 inputs in the same market. To value derivatives that are characterized as Level 2 and
3, the Corporation uses observable inputs for similar instruments that are available from exchanges, pricing
services or broker quotes, These observable inputs may be supplemented with other methods, including internal
extrapolation, that result in the most representative prices for instruments with similar characteristics. Multiple
inputs may be used to measure fair value, however, the level of fair value for each physical derivative and
financial asset or liability presenied below is based on the lowest significant input level within this fair value
hierarchy.
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The following table provides the Corporation’s net physical derivative and financial assets and (liabilities)

that are measured at fair value based on this hierarchy:
Collateral and

counterparky
Levell Level2 Levell neiting Balance
{Millions of dollars)
December 31, 2011
Assets
Derivative contracts
Commodity .......vcvereerie e $135 $1188 $511 $ (67) $1,767
Interestrate and other .. ....................... — 66 — — 66
Collateral and counterparty netting ... ............ (33) (148) (4) (121} (306)
Total derivative contracts .................... 102 1,106 507 (188) 1,527
Other assets measured at fair value on a recurring
2 O 7 34 — 2) 3
TORAL ASSEES . o\ v ov s e e e $109 $1140 $507 $(190) $ 1,566
Liabilities
Derivative contracts
Commodity . ............. . i $(191) $(1,501) $(650) $ 67 $(2.275)
Foreignexchange ........................ ... — (15) — — (15)
Other .o e — (18) (2) —_ 20
Collateral and counterparty netting .. ............. 33 148 4 117 302
Total derivative contracts .................... (158) (1,386) (648) 184  (2,008)
Other liabilities measured at fair value on a recurring
basis . ... e — (52) (2) 2 (52)
Total liabilities . ........ ... ... ... ... . ... ... 5(158) $(1,438) $(650) $1 $(2,060)
December 31, 2010
Assets
Derivative contracts
Commodity . ... ... e $ 65 $1308 3883 $(304) $ 1,952
Foreignexchange .......... .. ... ... ... ... — 1 — — 1
Interestrate and other ......................... — 17 — — 17
Collateral and counterparty netting . ... ........... (H (274) (19) (213) (507
Total derivative contracts ..................-. 64 1,052 364 (517 1463
Other assets measured at fair value on a recurring
DASIS .. e e e 20 49 3 — 72
Total 485618 .o\ v .ttt e i $ 84 51,101 %867 $(517) $ 1,535
Liabilities
Derivative contracts
Commodity ........ ... (i $(324) $(2,519) $474) $304 33,013
Foreignexchange ......... ... ... ... o0 — (12) — — (12y
Other ... e — (10) — — (1
Collateral and counterparty netting . .............. { 274 19 34 328
Total derivative contracts . ................... (323 2,267y (455) 338 (2,707
Other liabilities measured at fair value on a recurring
[ — — — — —
Total liabilities ........ ... ... ... .. ... $(323) $(2,267) $(455) $ 338 $(2.707)
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The following table provides changes in physical derivative and financial assets and liabilities that are
measured at fair value based on Level 3 inputs:

Year Ended
December 31,
2011 2010
(Millions of dollars)
Balance at Janmuary 1 . ... i $ 412 § &
Unrealized pre-tax gains {(losses)
Included inearnings . .. ..ottt e (52) 169
Included in other comprehensive income ... ... .. .. L ol 25 101
1 o4 DO 2,294 1,141
LS L Lo e e e e e e e e e {2,524y (1,050)
R 11 31 1 | £ R (115) 32
Transfers Into Level 3 L. oo e (114) 30
Transfers ol of Level 3 L. o e e {69) {35)
Balance at December 31 .. .. .. i e e $ (143 $ 412

Purchases and sales in the table above primarily represent option premiums paid or received, respectively,
during the reporting period. Settlements represent realized gains and losses on derivatives settled during the
reporting period.

The following table provides net transfers into and out of each level of the fair value hierarchy:

Year Ended
December 31,
2011 2010
(Millions of dollars)
Transfers into Level 1 L ..o o i e i et $(17 5§ 14
Transfers out of Level 1 ... .. . o i e e e et 297 28
$280 3% 42
Transfers INto Level 2 . ... e e e e e e $ — $ 312
Transfers out of Level 2 ... o i e 97) (329
SO $Un
Transfers Into Level 3 .. .o e e $14) 5§ 30
Transfers out of Level 3 . . i i e e e (69) (55)

$(183) (25)

The Corporation’s policy is to recognize transfers in and transfers out as of the end of the reporting period,
Transfers between levels result from the passage of time as contracts move closer to their maturities, fluctoations
in the market liquidity for certain contracts and/or changes in the level of significance of fair value measurement
inputs.

In addition to the financial assets and liabilities disclosed in the tables above, the Corporation had other
short-term financial instruments, primarily cash equivalents and accounts receivable and payable, for which the
carrying value approximated their fair value at December 31, 2011 and December 31, 2010. Outstanding long-
term debt had a carrying value of $6,040 million, compared with a fair value of $7,317 million at December 31,
2011, and a carrying value of $5,569 million, compared with a fair value of $6,353 million at December 31,
2010.
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The table below reflects the gross and net fair values of the Corporation’s risk management and trading
derivative instruments:

Accounts Accounts
Receivable Payable
{Millions of dollars)
December 31, 2011
Derivative contracts designated as hedging instruments
CommOdity . .oyt $ 181 § (216)
L 5= 61 3)
Total derivative contracts designated as hedging instruments ... ... .. 242 219
Derivative contracts not designated as hedging instruments*
Commodity . ... e 9,350 (9,823)
Foreign exchange .. ... ... ... .. . . i i 6 21)
07357 U 12 24
Total derivative contracts not designated as hedging instruments . . . .. 9,368 (9,.868)
Gross fair value of derivative contracts ... . ........ . ... ...l 9,610 (10,087)
Master Netting arrangements .. .. ..vvvrer et iian e (7,962) 7,962
Cash collateral {received)posted . .......... ... i (121) 117
Net fair value of desivative comtracts .. ... ... ... ... $ 1,527  $ (2,008)
December 31, 2010
Derivative contracts designated as hedging instruments
Commodity .. ... e e $ 225 % (483
Other . . e 10 (2)
Total derivative contracts designated as hedging instruments . ....... 235 {(485)
Derivative contracts not designated as hedging instruments*
Commodity . ... e e e 11,581 (12,383)
Foreignexchange ., ... ... .. ... ... . . i i 7 (19)
L1011 T o 31 32
Total derivative contracts not designated as hedging instruments . . . .. 11,619 (12,434)
Gross fair value of derivative contracts .. ...t ettt 11,854 (12.919)
Master netting arrangements - . . .. ...ove et en e nan e n (10,178} 10,178
Cash collateral (received)posted ... ... i (213 34
Net fair value of derivative contracts .. ......... .. coieriannonns $ 1463  $ (2,707)

* Includes trading derivatives and derivatives used for risk monugement.

The Corporation generally enters into master nefting arrangements to mitigate counterparty credit risk, Master
netting arrangements are standardized contracts that govemn all specified transactions with the same counterparty and
allow the Corporation to terminate all contracts upon oceurrence of certain events, such as a counterparty’s default or
bankruptcy. Where these arrangements provide the right of offset and the Corporation’s intent and practice is to offset
amounts in the case of contract terminations, the Corporation records fair value on a net basis.

Credit Risk: The Corporation is exposed to credit risks that may at times be concentrated with certain
counterparties, groups of counterparties or customers. Accounts receivable are generated from a diverse domestic
and international customer base, The Corporation’s net receivables at December 31, 2011 are concentrated with the
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following counterparty and customer industry segments: lntegrated Gil Companies —29%, Government Entities —
10%, Services —9%, Trading Companies —8%, Real Estate —8% and Manufacturing —7%. ‘The Corporation
reduces its risk related to certain counterparties by using master netting arrangements and requiring collateral,
generally cash or letters of credit. The Corporation records the cash collateral received or posted as an offset to the
fair value of derivatives executed with the same counterparty. At December 31, 2011 and 2010, the Corporation
beld cash from counterparties of $121 million and $213 million, respectively. The Corporation posted cash to
counterparties at December 31, 2011 and 2010 of $117 million and $34 million, respectively.

At December 31, 2011, the Corporation had outstanding letters of credit totaling $1,698 million, primarily
issued to satisfy margin requireinents. Certain of the Corporation’s agreements also contain contingent collateral
provisions that could require the Corporation to post additional collateral if the Corporation’s credit rating
declines. As of December 31, 2011, the net liability related to derivatives with contingent collateral provisions
was approximately $962 million before cash collateral posted of $3 milkion. At December 31, 2011, all three
major credit rating agencies that rate the Corporation’s debt had assigned an investment grade rating. If two of
the three agencies were to downgrade the Corporation’s rating to below investrnent grade. as of December 31,
2011, the Corporation would be required to post additional collateral of approximarely $189 million.

18. Guarantees and Contingencies

The Corporation has $67 million in letters of credit for which it is contingently liable. The Corporation also
has a contingent purchase obligation to acquire the remaining interest in WilcoHess, a retail gasoline station jolnt
venture, This contingent obligation, which expires in Aprl 2014, was approximately $205 million at
December 31, 2011.

The Corporation is subject to loss contingencies with respect to various lawsuits, claims and other
proceedings, including environmental matters. A liability is recognized in the Corporation’s consolidated
financial statements when it is probable a loss has been incurred and the amount can be reasonably estimated, If
the risk of loss is probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably
possible, a Hability is not accrued; however, the Corporation discloses the nature of those contingencies.

The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been
a party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of
similar lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the
United States against producers of MTBE and petroleum refiners who produced gasoline containing MTBE,
including the Corporation. The principal allegation in all cases was that gasoline containing MTBE is a defective
product and that these parties are strictly liable in proportion to their share of the gasoline market for damage to
groundwater resources and are required to take remedial action to ameliorate the alleged effects on the
environment of releases of MTBE. In 2008, the majority of the cases against the Corporation were settled. In
2010 and 2011, additional cases were settled including an action brought in state court by the State of New
Hampshire. Two cases brought by the State of New Jersey and the Commonwealth of Puerto Rico remain
unresolved. In 2007, a pre-tax charge of $40 million was recorded to cover all of the known MTBE cases against
the Carporation.

Over the last several vears, many refineries have entered into consent agreements to resolve the United
States Environmental Protection Agency’s (EPA) assertions that refining facilities were modified or expanded
without complying with the New Source Review regulations that require permits and new emission controls in
certain circumstances and other regulations that impose emissions control requirements. In January 2011,
HOVENSA signed a consent decree with the EPA to resolve its claims. Under the terms of the Consent Decree,
HOVENSA agreed to pay a penalty of approximately $5 million and spend approximately $700 million over the
next 10 years to install equipment and implement additional operating procedures at the HOVENSA refinery to
reduce emissions. In addition, the Consent Decree requires HOVENSA to spend approximately $5 million to
fund an environmental project to be determined at a later date by the Virgin Islands and $500,000 to assist the
Virgin Istands Water and Power Authority with monitoring. However, as a result of HOVENSA’s decision to
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shut down its refinery, which was announced in January 2012, HOVENSA believes that it wili not be required to
make material capital expenditures pursuant to this consent decree. The Corporation believes that it will also
enter into a consent decree with the EPA in the near future to resolve these matters as they relate to its Port
Reading refinery facility, which is not expected to have a material adverse impact on the financial condition,
results of operations or cash flows of the Corporation. In addition, many states and localities are adopting
requirements that mandate a low sulfur content of fuel oils and restrict the types of fuel sold within their
Jurisdictions. These proposals could require capital expenditures by the Corporation for its Port Reading refining
facility to meet the required sulfur content standards or other changes in the marketing of fuel oils and affect the
profitabitity of that facility.

The United States Deep Water Royalty Relief Act of 1993 (the Act) implemented a royalty relief program
that relieves eligible leases issued between November 28, 1995 and November 28, 2000 from paying rovalties on
deepwater production in Federal Quter Continental Shelf lands. The Act does not impose any price thresholds in
order to qualify for the royalty relief. The U.S. Minerals Management Service (MMS, predecessor to the Bureau
of Ocean Energy Management, Regulation and Enforcement) created regulations that included pricing
requirements to qualify for the royalty relief provided in the Act. During the period from 2003 to 2009, the
Corporation accrued the royalties imposed by the MMS regulations. The legality of the thresholds imposed by
the MMS was challenged in the federal courts and, in October 2009, the U.S. Supreme Court decided not to
review the appellate court’s decision against the MMS. As a result, the Corporation recognized a pre-tax gain of
$143 million ($89 million after income taxes) in 2009 to reverse all previously recorded rovalties. The pre-tax
gain is reported in Other, net in the Statement of Consolidated Income.

The Corporation is from time to time involved in other judicial and administrative proceedings, including
proceedings relating to other environmental matters. The Corporation cannot predict with certainty if, how or
when such proceedings will be resolved or what the eventual relief, if any, may be. particularly for proceedings
that are in their early stages of development or where plaintiffs seek indeterminate damages. Numerous issues
may need to be resolved, including through potentially lengthy discovery and determination of important factual
matters before a loss or range of loss can be reasonably estimated for any proceeding. Subject to the foregoing, in
management’s opinion, based upon currently known facts and circumstances, the outcome of such proceedings is
not expected to have a matertal adverse effect on the financial condition, results of operations or cash flows of
the Corporation,

19. Segment Information

The Corporation has two operating segments that comprise the structure used by sentor management to
make key operating decisions and assess performance. These are (1) Exploration and Production and
(2) Marketing and Refining. The Exploration and Production segment explores for, develops, produces,
purchases, transports and sells crude oil and natural gas. The Marketing and Refining segment manufactures
refined petroleumn products and purchases, markets and trades refined petroleum products, natural gas and
electricity.
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The following table presents financial data by segment for each of the three years ended December 31:

Exploration Marketing Corporate

and and and
Production  Refining Interest  Consolidated (a)
(Millions of dollars)
2011
Operating revenues
Total operating revenues (b) .............. ... 0 n $10.,646 $27,936 1
Less: Transfers between atfiliates ... ................. 116 1 —
Qperating revepues from unaffiliated customers ... ... $10,530  $27,935 1 $38.466
Net income (loss) attributable to Hess Corporation .. ... ... $ 2675 § (584) (388) $ 1,703
Income (loss) from equity investment in
HOVENSALL.C, .. i $ — 5,073 — $(1,073)
IIEETest EXPEISE o vt vv i e e e e e _ —_ 383 383
Depreciation, depletion and amortization . ............... 2,305 88 13 2,406
AsSel ImpaiIments ... .. .vv e e e e 58 — — 358
Provision (benefit) for income taxes . ... ... ... .. ... 1,313 273 (255) 785
Investments in affiliates ............... ... ... ... ... 97 287 —_ 384
Identifiable 855618 ... . oo i i e 32,323 6,302 511 39,136
Capital employed {€) . ...... oo i s 22,699 2,337 (387) 24,649
Capital expenditures . ...... ... ... oo iviii i, 6,888 115 3 7,006
2010
Operating revenues
Total operating revenues (b) . ................. .. ... $ 9,119 $24885 1
Less: Transters between affiliates .................... 143 — —
Operating revenues from unaffiliated customers ... ... $ 8976 $24.885 1 $33,862
Net income (loss) attributable to Hess Corporation ... .. ... $ 2736 § (231 (380) $ 2125
Income (loss) from equity investment in
HOVENSALLC., ... i i i e $ — § (522) — $ 522
Interestexpense ... ... ..o i — — 361 36l
Depreciation, depletion and amortization .. .............. 2222 82 13 2,317
ASSELimpPairments ... .. iiiaiia e 532 — —_ 532
Provision (benefit) for income taxes . .......... ... 1,417 4 (2483 1,173
Investments in affiliates ............... ... ... ... ..... 57 386 — 443
Identifiable 285618 . ...\t e e 28,242 6,377 777 35,396
Capitalemployed (C} .. ... ..ot 19,803 2,715 {126} 22,392
Capital expenditures ........ ... eiiiinrnn i 5,394 82 16 5,492
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Exploration Marketing Corporate

and and and
Production  Refining Interest  Consolidated (a)
(Millions of dollars)
2009
Operating revenues
Total operating revenues (b) ................. ... $ 7259 $22464 0§ 1
Less: Transfers between affiliates . ... ... ... ... ... .. 110 — —
Operating revenues from unaffiliated customers .. ..... $ 7,149 22464 § 1 $29.614
Net income (loss) attributable to Hess Corporation . ........ $ L042 % 127 % (429 $ 740
Income (loss) from equity investment in
HOVENSALL.C. ... .. i $ — % 229 5 — $ (229)
TNIEIEst EXPEISE « .. ot e et et — — 360 360
Depreciation, depletion and amortization ................. 2,113 79 8 2,200
Asset impairments . ... ... ... ... . it 54 — — 54
Provision (benefit) for incometaxes ..................... 944 24 (253) 715
Investments In affiliates . ...... ... ... . i i 57 836 — 913
Identifiable assets ... ...... ... ... .. i 21,810 6,388 1,267 29,465
Capital employed (C} .. ... .o vttt i i s 14,163 2,979 853 17,995
Capital expenditures ., ... ... ... i 2,800 83 35 2,918

(u) After eliminarion of transactions berween affifiutes, which ure valued ut upproximate market prices.

(h) Sales and operating revenues are reported net of excise and similar taxes in the Statement of Consolidated Income, which amownted to
approximetely 32,350 million, 32,200 million and 32,100 million in 200 1, 2010 and 2009, respectively.

fo)  Culewlared as equity plus debr.

Financial information by major geographic area for each of the three years ended December 31, 2011:

Asid und
United States Europe Africa Other Consolidated
{Millions of dollars)
2011
Operating TeVenues . ... ........oveven.. $31,813 $3,137 $1,782 $1,734 $38,466
Property, plant and equipment (net) . ... .. 11,490 6,826% 2,358 4,041 24,712
2010
Operating revenues . .................. $28.,006 $2,100 2,271 $1.416 $33.,862
Property, plant and equipment (net) ...... 8,343 6,764+ 2,573 3,447 21,127
2009
Operating revenues . .. .. ...ocveeunon. $24.611 $1,771 $1,898 $1,334 $29.614
Property, plant and equipment (net) ...... 5,792 3,930% 3,617 3,288 16,627

® Of the total Europe property, plant and equipment (net}, Norway represented 33,031 million, $5,002 mitfion and $2,049 million in 2011,
2010 and 2009, respecrively.
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20. Related Party Transactions

The following table presents the Corporation’s related party transactions for the years ended December 31:

2011 2010 2009
(Millions of dollars)
Purchases of petroleum products:
HOVENSA® L. $3,806 34307 $3,659
Sales of petrolenm products and crude oil:
WlCOHE S . . i e e e e e 2,898 2,113 1,634
HOVENSA . e e 710 607 530

* Following the closure uf HOVENSAs refinery in Si. Croix as announced in January 2012, the Corporation will no longer purchase 50% of
HOVENSA s production of refined petrolewm products, afier uny sules o unuffiliuted parties.

The following table presents the Corporation’s related party accounts receivable (payable) at December 31:

2011 2010
{Milliens of dollars)
WALCOHESS © vttt et st e e e e $127 $110
HOVENSAL 18 -+« vttt e e et e e e e e e (22 (107)

21. Subsequent Event

In January 2012, the Corporation completed the sale of its interest in the Snohvit Field (Hess 3%) for
proceeds of approximately $135 miilion, after normal closing adjustments.
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The Supplementary il and Gas Data that follows is presented in accordance with ASC 932, Disclosures
ubout O and Guas Producing Activities, and includes (1) costs incurred, capitalized costs and results of
operations relating to oil and gas producing activities, {2} net proved oil and gas reserves and (3) a standardized
measure of discounted future net cash flows relating to proved oil and gas reserves, including a reconciliation of
changes therein.

The Corporation produces crude oil, natural gas liquids and/or natural gas principally in Algeria, Azerbaijan,
Denmark, Equatorial Guinea, Gabon (until September 2010). Indonesia, Libya, Malaysia, Norway, Russia,
Thailand, the United Kingdom and the United States. Exploration activities are also conducted, or are planned, in
additional countries.

Costs Incurred in (il and Gas Producing Activities

United  Europe Asia and
For the Years Ended December 31 Total States {d) Africa Other
(Millions of dollars)

2011
Property acquisitions (a)

Unproved ... oo e e e $1,224 % 992 § — $ — %232

Proved . ... ... i 122 6 116 — —
Exploration . ... ... .. i e e e 1,325 525 98 292 410
Production and development capital expenditures (¢} ..... 5645 2951 1,734 189 7
2010
Property acquisitions (a, b)

Unproved .. ...t e $1,887 $1849 $ 38 § — $ —

Proved ... . . .. i 1.015 443 572 — —
Exploration ... ... ... .. .. e 915 185 58 164 508
Production and development capital expenditures (¢) . .. .. 2,654 1,088 850 289 427
2009
Property acquisitions (a)

Unproved .. ... .. e $ 188 $ 184 $§ 2 § — $ 2

Proved ... ... .. . 74 — — — 74
Exploration ... ... ... .. .. e 938 206 69 225 438
Production and development capital expenditures (¢) ..... 1,918 807 513 255 343

(a) Includes wells, equipment and facilities acquired with proved reserves und excludes properties ucquired in non-cash property
exchanges,

(B In 2070, acquisitions include $632 million, representing the non-cash portion of the purchase price for American Oil & Gas Inc.,
prinurily through the issuuince of common stack.

() Includes $972 million, 362 miltion and $(9) million in 2011, 2010 and 2009, respectively, related 1o the uccraals and revisions Jor usset
retirement obligations except obligations acguired in non-cash property exchanges.

{d) Cosis incurred in oil and gas producing activities in Norway, excluding non-monetary exchanges, were as follows for the veurs ended
December 21:

2011 2010
{Millions of dollars)
Property acquisitions (a)
Unproved . e 5 — 5 M4
FrOved e e e - 372
EXplovarion .. ... ... ... e 10 {2
Production and developmenr capitel expenditures .. ..o o o oo 741 469



Capitalized Costs Relating to Qil and Gas Producing Activities

At December 31,
2011 2010
{Millions of dollars)

Unproved Properties ... .. ... ... .ttt i $ 4064 % 3,796
Proved properties . . ........................ A 3,975 3,496
Wells, equipment and related facilities . .. ... ... .. ... ... i i 29,239 26,064
Total COSES oo e e e 37,278 33356
Less: reserve for depreciation. depletion, amortization and lease impairment . . . .. 13,900 13,553
Net capitalized COSIS .. .. ... e $23,378 $19,803

Resuits of Operations for (il and Gas Producing Activities

The results of operations shown below exclude non-oil and gas producing activities, primarily gains on sales
of oil and gas properties, interest expense, gains and losses resulting from foreign exchange transactions and
other non-operating income. Therefore, these results are on a different basis than the net income from
Exploration and Production operations reported in Management's Discussion and Analysis of Financial
Condition and Results of Operations and in Note 19, Segment Information in the notes to the Consolidated
Financial Statements.

Linited Asia and
For the Year Ended December 31 Total States  Europe*  Africa Other
{Millions of dollars)
2011
Sales and other operating revenues
Unaffiliated customers _ .. ... ... ...... . ... . ... ..... $ 9931 $3,255 $3,019 $2,081 %1576
Inter-company ... ... .. ... ... 116 116 — — —
TOLAl TBVENUES . .. i ie i i i e 10,047 3,371 3019 2081 1,576
Costs and expenses
Production expenses. including related taxes .............. 2,352 660 968 383 341
Exploration expenses, including dry holes and lease
IMPAITMEN . ..ottt et e ie e n e eiananas 1,195 475 76 231 413
General, administrative and other expenses . .............. 313 190 56 17 50
Depreciation, depletion and amortization ................ 2,305 500 588 502 415
Asset impairments ... ... .. ... Ll 358 16 342 — —
Total costs and eXPenses .. ......cvver v riineneenns 6,523 23141 2,030 1,133 1,219
Results of operations before income taxes ................ 3524 1,230 989 9248 357
Provision for INCOME tAXes .. ... ...ttt enan 1,300 473 522 230 75
Results of operations ......... ... ... .. . o L. $2224 % 757 $ 467 $ 718 § 282
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United Asia and
For the Years Ended December 31 Total States  Hurope*  Africa Other
(Milliens of dollars)
2010
Sales and other operating revenues
Unaffiliated customers . ........... c.iiiivienieionan $8,601 $2.310 $2.251 $2,750 $1,290
Inter-company ... ... 143 143 — — —
Total Tevenues . ......... it i 8744 2453 2251 2750 1,290
Costs and expenses
Production expenses, including related taxes .. ............. 1,924 489 727 455 253
Exploration expenses, including dry holes and lease
IMPATIIEIE L. ottt et e e et et it e ia e anrernns 865 364 49 143 309
General, administrative and other expenses . ............... 281 161 438 20 52
Depreciation, depletion and amortization ................. 2,222 6449 463 772 338
ASSEt IMPAITMEILS .. ..ottt ettt e e s aanans 332 — — 532 —
Total costs and expenses ..........cooiiiiiiiiiienn, 5824 1,663 1,287 1.922 952
Results of operations before income taxes . ................ 2,920 790 964 828 338
Provision for income taxes . ...... ..o iniii ey 1,425 305 477 580 63
Results of operations .. ...... .. ... ... . ... ... .. $1495 § 485 § 487 $ 248 & 275
2009
Sales and other operating revenues
Unaffiliated customers ..........cov v e innnns $6,725 $1.501 $1,827 $2,193 §$1,204
Inter-company . _ ... ... .. 110 110 — — —
TOtal LEVENUES .o h v et e e e e e e 6,835 1611 1,827 2,193 1,204
Costs and expenses
Production expenses, including related taxes ............... 1,805 431 642 480 252
Exploration expenses, including dry holes and lease
IMPAIIMEent . ... . e e et 829 383 75 i59 212
General, administrative and other expenses . ... ............ 255 130 45 22 58
Depreciation, depletion and amortization ................. 2,113 503 419 821 370
Asset impairments ... ... ... oo 54 — 54 — —
Total costs and expenses .. ... ... . .o, 5056 1447 1,235 1,482 892
Results of operations before income taxes ................. 1,779 164 592 711 312
Provision forincome taxes .. ........... ... i, 504 o4 185 514 141
Results of operations . ....... . ... .o i i, $ 875 $ 100 $ 407 8 197 % 171

* Results of operations for oil and gas producing activities in Norway were as follows for the years ended December 31 -

2011 2010

(Millions of dollars}

Sales and other operating revennes — Unaffiliated customers ... ... .. ..., § 29% 8 524
Costs und expenses

Production expenses, including refated taxes ... . oo oL 296 149

Exploration expenses, including dry holes and lease impairment . ......... ... 10 12

General, udministrative und otherexpenses ... ... ... .. ... o 9 9

Depreciation, depletion and amortization ... ... .00 0o e 232 133

Total costs and eXPenses ..o e e 541 303

Results of operations before COME 1AXES ... ... i 455 221

Provision for income [axes .. ... ... 295 154

Results of operations ... ... ... . . i s

&7
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Qil and Gas Reserves

The Corporation’s proved oil and gas reserves are calculated in accordance with the Securities and
Exchange Commission (SEC) regulations and the requirements of the FASB. Proved oil and gas reserves are
quantities, which by analysis of geoscience and engineering data, can be estimated with reasonable certainty 1o
be economically producible from known reservoirs under existing economic conditions, operating methods and
government regulations, The Corporation’s estimation of net recoverable guantities of liquid hydrocarbons and
natural gas is a highly technical process performed by internal teams of geoscience professionals and reservoir
engineers. Estimates of reserves were prepared by the use of standard engineering and geoscience methods
generally recognized in the petroleum industry. The method or combination of methods used in the analysis of
each reservoir is based on the maturity of the reservoir, the completeness of the subsurface data available at the
time of the estimate, the stage of reservoir development and the production history. Where applicable, reliable
technologies may be used in reserve estimation, as defined in the SEC regulations. These technologies, including
computational methods, must have been field tested and demonstrated to provide reasonably certain results with
consistency and repeatahility in the formation being evaluated or in an analogous formation. In order for reserves
to be classified as proved, any required government approvals most be obtained and depending on the cost of the
project, either senior management or the Board of Directors must commit to fund the development. The
Corporation’s proved reserves are subject to certain risks and uncertainties, which are discussed in Item 1A. Risk
Factors Related to Our Business and Operationy of this Form 10-K.

Internal Controly

The Corporation maintains internal controls over its oil and gas reserve estimation process which are
administered by the Corporation’s Senior Vice President of E&P Technology and its Chief Financial Officer,
Estimates of reserves are prepared by technical staff that work directly with the oil and gas properties using
standard reserve estimation guidelines, definitions and methodologies. Each year, reserve estimates for a
selection of the Corporation’s assets are subject to internal technical audits and reviews. In addition, an
independent third party reserve engineer reviews and audits a significant portion of the Corporation’s reported
reserves (see below). Reserve estimates are reviewed by senior management and the Board of Directors.

Qualifications

The person primarily responsible for overseeing the preparation of the Corporation’s oil and gas reserves is
Mr. Scott Heck, Senior Vice President of E&P Technology. Mr. Heck is a member of the Society of Petroleum
Engineers and has over 30 years of experience in the oil and gas industry with a BS degree in Petroleum
Engineering. His experience includes over 15 years primarily focused on oil and gas subsurface understanding
and reserves estimation in both domestic and international areas. The Corporation’s upstream technology
organization, which Mr. Heck manages, focuses on oil and gas industry subsurface and reservoir engineering
technologies and evaluation techniques. Mr. Heck is also responsible for the Corporation’s Global Reserves
group, which is the internal organization responsible for establishing the policies and processes used within the
operating units to estimate reserves and perform internal technical reserve audits and reviews.

Reserves Audit

The Corporation engaged the consulting firm of DeGolyer and MacNaughton (D&M) to perform an audit of
the internally prepared reserve estimates on certain fields ageregating 81% of 2011 year-end reported reserve
quantities on a barrel of oil equivalent basis {76% in 2010). The purpose of this audit was to provide additional
assurance on the reasonableness of internally prepared reserve estimates and compliance with SEC regulations.
The D&M letter report, dated January 31, 2012, on the Corporation’s estimated oil and gas reserves was prepared
using standard geological and engineering methods generally recognized in the petroleum industry. D&M is an
independent petroleum engineering consulting firm that has been providing petroleum consulting services
throughout the world for over 70 years, D&M’s letter report on the Corporation’s December 31, 2011 oil and gas
reserves 1s included as an exhibit to this Form 10-K. While the D&M report should be read in its entirety, the
report concludes that for the properties reviewed by D&M, the total net proved reserve estimates prepared by
Hess and audited by D&M, in the aggregate, differed by approximately 3% of total audited net proved reserves
on a barrel of il equivalent basis. The report also includes among other information, the qualifications of the
technical person primarily responsible for overseeing the reserve audit.

88


http://Ri.sk

Following are the Corporation’s proved reserves for the three years ended December 31, 2011:

Crude Oil, Condensate &
Natural Gas Liquids

Natural Gas

Asia

United Europe United Furope and
States (h)  Africa Asis Total States {h}  Africa(i) Total
(Millions of barrfm (Millions of mcf)
Nel Proved Developed and Undeveloped
Reserves
AtJanuary 1,2009(g} ............... 227 332 324 87 970 276 639 1,858 2,773
Revisions of previous estimates (a) ..... 22 28 34 (7 77 46 66 83 193
Extensions, discoveries and other
additions .......... ... ... ... ... 26 1l — — 27 23 — — 23
Improved recovery .................. — —_ = = - — — — —
Purchases of minerals in place ......... — - = = — — — ot 101
Sales of minerals in place . ............ - —_ = = — — (1) — )]
Production (£ ...................... 26y (31 (44 (6 (107) 39 62y (169) (270)
At December 31,2009 ... ... ......... 249 330 314 74 967 (b) 306 642 1,873 2,821
Revisions of previous estimates (a) ... .. 68 14 22 (h 103 ) @ 23» 39
Extensions, discoveries and other
additions . ........ ... ... ... 3 19 — 1 23 14 15 1 30
Improved recovery .................. -— _ - = - — — — —
Purchases of minerals in place .... ... le 150 — — 166 13 129 — 142
Sales of minerals implace ... .......... — {13 25 {5 43 — @ @& 9y
Production(f) ...................... (32) G4 @n & (112} (46) (54) (163) (263)
At December 31,2010 ............... 304 466 270 64 1,104 (b) 280 719 1599 2598
Revisions of previous estimates (&) ... .. 13 5 (1) (77 84 36 7 69 112
Extensions, discoveries and other
additions ................. ..., 70 7 5 — 82 85 — —_ 8s
Improved recovery .................. -— - = = — —_ — — —_
Purchases of minerals in place ......... — 3 - — 3 I 6 — 7
Sales of minerals inplace . ............ — 7N — — ¥ — {135 — (135
Production {(f) ...................... 34 (34 2 (5 097 (42) (34) (168) (244)
At December 31,2011 ............... 373 494 250 52 1,169 (b) 360 (c) 563 1,500 2423
Net Proved Developed Reserves (d)
AtJanuary 1,2009 . ... ... ...... e 192 237 23 571 202 502 727 1,431
At December 31,2009 . .............. 154 171 241 27 593 205 417 923 1,545
At December 31,2010 ............... 18 216 215 22 627 199 424 692 1,315
AtDecember 31,2011 . .............. 190 212 194 25 621 199 273 740 1,212
Net Proved Undeveloped Reserves (2)
AtJanuary 1,2008 ... ............ 108 140 87 o4 399 74 137 1,131 1,342
AtDecember 31,2009 . ... ... ....... 95 159 73 47 374 101 225 950 1,276
At December 31,2010 . .............. 124 2356 35 42 477 81 295 907 1,283
At December 31,2011 ............... 183 282 56 27 548 161 290 760 1,211

fa) Includes the impact of changes in selling prices on the reserve estimutes for production sharing contructs with cost recovery provisions.
Revisions included reductions to crude ofl, condensate and natural gus lguids reserves of 11 million barrels, 11 million harrels and
18 million barrels in 2011, 2010 and 2009, respectively, resulling from higher selling prices. Revisions also included reduciions to
nutural gus reserves of 83 million mof, 62 million mef and 102 million mef in 2011, 2010 and 2009, respectively, resulting from higher

selling prices.
{h)

noncontrolling interest owner of a corporate joint venture,

29

Includes 10 million barrels in 2011, [5 million burrels in 2010 and 17 million burrels in 2009 of crude oil reserves relating fo



(¢} Excludes upproximately 355 million mcf of curbon dioxide gas for sale or use in company operations.

() Natural gus liguids ner proved developed reserves were 56 million barrels. 54 million barrels and 41 million barrels at December 31,
2011, 2010 and 2009, respectively, and 36 million barrels at Janaary I, 2009.

fe) Naturul gas liguids net proved undeveloped reserves were 57 million barrels, 48 million barrels and 30 million barrels ar December 31,
2011, 2010 and 2009, respectively, and 22 million burrels ar January 1, 2009,

() Natwal pas production incliudes volumes used for fuel.
fg) Proved reserves at Junuary 1, 2009 were determined by DE&M.

{h) Proved reserves in Norway were as follows:

Crude Oil, Condensate &

Natural Gos Liquids Narural Gas
2011 2010 2011 2010
(Miltions of barrels) {Millions of mcf}

Atdanuary 1o o 264 136 404 287
Revisions of previous estimates .. ....... ... .. ... ..., 40 (16) (4) (1]
Purchaves of nineraly inplace . ... ... 00 — 150 — 136
Sales of minerals inplace ... ... o i (3) — — —
Production ... ... ... . et (8) 6) (12) 1i2)
At December 31 ... L o 293 264 388 404
Ner Proved Developed Reserves af December 31 ... .. 108 97 137 i57
Net Proved Undeveloped Reserves at December 30 ... ... s 167 251 247

fi}  Narural gus reserves in Africa were 71 million mcf in 2011, 0.3 million et in 2010 and 71 mitlion mef in 2009,

Proved undeveloped reserves

The December 31, 2011 oil and gas reserve estimates disclosed above include 548 million barrels of liquid
hydrocarbons and 1.211 million mef of natural gas, or an aggregate of 750 million barrels of oil equivalent
{mmboe), classified as proved undeveloped reserves. Overall volumes of proved undeveloped reserves increased
by 59 mmboe compared with year-end 2010. Additions and revisions in proved undeveloped reserves from
existing fields amounted to 146 mmboe, primarily in the United Stales, Norway and the United Kingdom. These
increases resulted from ongoing technical assessments, performance evaluations and development activities, In
2011, 85 mmboe were convested from proved undeveloped reserves to proved developed reserves resulting from
continuing development activity and new wells mainly in Indonesia, Norway, Russia, the United Kingdom and
North Dakota in the United States. The Corporation estimates that capital expenditures of $1,080 million were
incurred to convert proved undeveloped reserves to proved developed reserves during 2011. Acquisitions and
dispositions of assets in 2011 further reduced proved undeveloped reserves by a net 2 mmboe.

The Corporation is involved in multiple long-term projects that have staged developments. Certain of these
projects have proved reserves, which have been classified as undeveloped for a period in excess of five years,
totaling 85 mmboe or 5% of total 2011 proved reserves. Substantially all of the proved undeveloped reserves in
excess of five years relate to four offshore producing assets. Three natural gas projects in the Joint Development
Area of Malaysia/Thailand (JDA) and Indonesia are being developed in phases to satisfy long-term natural gas
sales contracts and an oil project in Azerbaijan is continuing to be developed in phases. A summary of the
development status of each of the four projects follows:

» JDA — This natural gas project in the Gulf of Thailand currently has a central processing platform and
seven wellhead platforms. Three additional wellhead platforms are currently under construction and the
eleventh is in the process of being sanctioned. In addition, a major investment in compression
equipment is in the field development plan.

» Pangkah — This natural gas and oil project offshore Java, Indonesia currently has two producing
offshore wellhead platforms and onshore production facilities. 1n addition, a central processing
platform and accommodation utility platform has been installed and ntilized from mid-2011. Further
development drilling is on-going.

¢+ Natuna A — This natural gas project offshore Sumatra, Indonesia currently has two wellhead
platforms, two central processing facilities and a floating storage and offloading vessel. Additional
wellhead platforms and subsea well tie-backs are planned to satisfy gas sales contracts.
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*  Azeri-Chirag-Guneshli (ACG) — This oil project offshore Azerbaijan in the Caspian Sea has seven
operational platforms that have been completed over multiple phases of development. The operator
began construction on another production platform in 2010.

At December 31, 2011, the Corporation had approximately 5 mmboe of proved undeveloped reserves in
excess of five years relating to the Snohvit Field, offshore Norway. In January 2012, the Corporation completed
the sale of its interest in this fieid.

Production sharing contracts

The Corporation’s proved reserves include crude oil and natural gas reserves relating to long-term
agreements with governments or authorities in which the Corporation has the legal right to produce or has a
revenue interest in the production. Proved reserves from these production sharing contracts for each of the three
years ended December 31, 2011 are presented separately below, as well as volumes produced and received
during 2011, 2010 and 2009 from these production sharing contracts.

Crude 0il, Condensate &

Natural Gas Liquids Natural Gas
Asia
United United and
Stales FEurope Africa Asia Total States Furope Adfrica Total
(Millions of barrels) (Millions of mcf}
Production Sharing Contracts
Proved Reserves*
At December 31,2009 ..., ..., .. — — i6l 68 229 — — 1,599 1,599
At December 31,2010 . ........... —_ — 108 57 165 — — 1,316 1,316
At December 31,2011 ............ —_ — 89 46 135 — — 1,230 1,230
Production
2009 ... e —_ — 36 5 41 — — 136 136
2000 .. — — 33 4 37 — — 130 130
2011 — —_ 23 4 27 — — 136 136

* Includes narural gas liguids of 5 mitlion barrely in 2011, 7 million barrels in 2010 and 11 million barrels in 2009,

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

Future net cash flows are calculated by applying prescribed oil and gas selling prices used in determining
year-end reserve estimates (adjusted for price changes provided by contractual arrangements) to estimated future
production of proved oil and gas reserves, less estimated future development and production costs, which are
based on year-end costs and existing economic assumptions. Future income tax expenses are computed by
applying the appropriate year-end statutory tax rates to the pre-tax net cash flows relating to the Corporation’s
proved oil and gas reserves. Future net cash flows are discounted at the prescribed rate of 10%. The discounted
future net cash flow estimates do not include exploration expenses, interest expense or corporate general and
administrative expenses. The selling prices of crude oil and natural gas are highly volatile. The prices which are
required to be used for the discounted future net cash flows do net include the effects of hedges and may not be
representative of future selling prices. The future net cash flow estimates could be materially different if other
assumptions were used.
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United

At December 31 Taotal States Europe* Africa Asta
(Millions of dollars)
2011
FULIE FEVEIUES |« .\ v o avsbsat s as oot innennees $126,874 $33,225 $50.876¢ $27,299 $15474
Less:
Future production costs . ... ...... ... ... ... ... 31,517 9220 16,020 1458 2,822
Future development costs .. ....... .. ... ....... 17,858 5,854 7,751 1,761 2,492
Future income tax expenses ..................... 43,008 7,022 16,368 16,933 2,685
92,383 22,096 40,139 22,149 7,999
Future netcashflows ........ ... oot 34491 11,129 10,737 5,150 1,475
Less: discount at 10% annvalrate ......... ... ...... 14,753 6,190 4,599 1,488 2,476
Standardized measure of discounted future net cash
OwWs o e e e $ 19738 % 4939 $ 6,138 $ 3,662 § 4,999
2010
Fulure révenues . ... ... .. .. i $ 01,336 $21,112 $36,157 $21,150 S$12917
Less:
Future production ¢osts .. ...................... 21,635 6,155 9,536 3,332 2,612
Future development costs . ... ... ... ... ..... 13,554 3,178 6,534 1.269 2,573
Future income tax expenses .. ................... 30,250 4423 11,745 12,173 1,909
65439 13,756 27815 16,774 7,094
Future netcashflows . ....... ... .. ... ... voi.. 25,897 7.356 8.342 4,376 5,823
Less: discount at 10% annual rate .. ................ 10,195 3,764 3,361 1,028 2,042
Standardized measure of discounted future net cash
WS L e e $ 15702 % 3,592 3 4981 $ 3348 § 3,781
2009
Future revenues .. ....c.ovirtiniriniiiine s s $ 65,275 514047 320,298 $18615 $12.315
Less: .
Future production costs .. ... .0 ciiiiier s 18.336 4,037 7,289 4,154 2,856
Future development costs . ... .....coveieiann 11.041 2,532 3,829 1,798 2,882
Future income tax expenses ..o vann, 17976 2,744 5,114 8,601 1.517
47,353 9313 16,232 14,553 7.255
Future netcash flows ......... ... .0 iiiiiiiiinnss 17.922 4,734 4,066 4,062 5,060
Less: discount at 10% annual rate . ................. 6.521 2,106 1,653 841 1,921
Standardized measure of discounted future net cash
flows ... $ 11401 $ 2628 § 2413 $ 3,221 § 3.139
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* At December 31, the standardized measure of discounted future net cask flows relating to proved reserves in Norway were as follows:

2011 2014
{(Milliens of dullars)
FUIHEE FEVEIUES o . .t et et et et e e e e e e e e e $34,495 $23115

Less:

Future production costs .. ... e e e s 1,596 4,399
FUture development COSIS oo v v et e et e e e e 4,278 3426
Futiere iRcome Tux eXpenses .. ... e e 13,247 9,908
28413 17733
Furwre pet cash flows .. ..o e 6,382 5,382
Less: discount ar 10 annuctd FAIE .. .. .00t it e e e e 2,755 2,156
Srandardized measure of disconnted fature net cash flows ... o oo ¥ 3627 %3226

Changes in Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Qil and Gas
Reserves

For the Years Ended December 31 2011 2010 2009
(Millipns of dollars)
Standardized measure of discounted future net cash flows at January 1 ..... .. .. $15,702 $11,401 $ 6,964

Changes during the year
Sales and transfers of oil and gas produced during the year, net of production

COSIS L e e (7,695) (6,820 (5,030)
Development costs incurred during year ............ovvieerianiiiei... 4,673 2,592 1,927
Net changes in prices and production costs applicable to future production . . . . 9,233 7,970 7.484
Net change in estimated future development CoStS . ........cvverinrennnsn (L,963) (1,678} (227
Extensions and discoveries (including improved recovery) of oil and gas

reserves, less related COSIS . .. ..ttt e e e e 1,040 356 426
Revisions of previous oil and gas reserve estimates ..............o..v.u. 2,587 1.885 1,855
Net purchases (sales) of minerals in place, before income taxes .. ........... (398) 3.193 165
Accretion of diSCOunt . . .. ... e e e e e 3,096 2,011 1,235
Netchange Inincome taxes .. ... ... . ittt et reans (5,234) (5,848) (4,060)
Revision in rate or timing of future production and other changes ........... (1,303 640 663

Total L e 4,036 4,301 4437

Standardized measure of discounted future net cash flows at December 31 .. . . .. $19,738 $15,702 $11,401
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES

QUARTERLY FINANCIAL DATA
(Unaudited)

Quarterly results of operations for the years ended December 31:

Sales and Net
Other Income {Loss) Diluted Net
Operaling Gross Attributable to Income (Loss)
Revenues Profit (a) Hess Corporation per Share
(Million of dollars, except per share data)
2011
First ... o $10215 $1,761 $ 929 (b) $2.74
Second ....... ... ... . ... ......... 9,853 1,536 607 1.78
Third ... 8,665 622 298 (c) 0.88
Fourth ...... ... .. ... ... ... ... 9,733 1417 (131){d} 0.39)
2010
First oo s $ 9,250 $ 1,395 $ 538 (&) $ 1.65
Second ... . e 7,732 1,093 375 1.15
Third . ... 7.864 672 1,154 (f) 3.52
Fourth ....... ... .. ... ... ... .. ... ... 9.007 1,288 38 (o) 0.18

fa)

)
fel

{d)

(e}

{f

fg)

Gross profit represents sales and other apesating revenues, less cost of products sold, production expenses, marketing expenses, other
aperaring expenses, depreciution, depletion und amortizarion and asset impuirments,

Includes an after-tux gain of 5310 mitlion related to asset sales.

fncludes after-uux guing of $103 milfion related 10 asser sales, offset by an after-iax charge of $140 miffion related to asser dnpairments
and an after-tax expense of $29 million for an increase in the United Kingdom supplementary tax rate.

Includes an after- tux charge of $525 million related to the shitdown of the HOVENSA LL.C. (HOVENSA) refinery in S1. Croix, U.S,
Virgin fslunds.

Includes an after-tax gain of 358 million relared o an asser sale, partially offser by an after-tax charge af 87 million related to the
repurchase of fived-rave public notes.

Includes an after-tax guin of §1,072 million related to an asser exchange, partially offser by after-rax charges of $347 million related 1o
an asset impairment.

Includes an ufter-tax churge of $289 million relaring to the Corporation’s bupairment of fts equity investment in HOVENSA und un
after-tax charge of $31 million related 1o dry hole cosis.

The results of operations for the periods reported herein should not be considered as indicative of future

operating results.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Hem 9A. Controls and Procedures

Based upon their evaluation of the Corporation’s disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) as of December 31, 2011, John B, Hess, Chief Executive Officer,
and John P. Rielly, Chief Financial Officer, concluded that these disclosure controls and procedures were
effective as of December 31, 2011,

There was no change in internal controls over financial reporting identified in the evaluation reguired by
paragraph (d) of Rules 13a-15 or 15d-15 in the quarter ended December 31, 2011 that has materially affected, or
is reasonably likely to materially affect. internal controls over financial reporting.

Management’s report on internal control over financial reporting and the attestation report on the
Corporation’s internal controls over financial reporting are included in Item 8 of this annual report on
Form 10-K.

Item 9YB.  Other Information

None.
PART IH

Item 10.  Directors, Executive Officers and Corporate Governance

Information relating to Directors is incorporated herein by reference to “Election of Directors”™ from the
Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 2, 2012.

The Corporation has adopted a Code of Business Conduct and Ethics applicable to the Corporation’s
directors, officers (including the Corporation’s principal executive officer and principal financial officer) and
employees. The Code of Business Conduct and Ethics is available on the Corporation’s website. In the event that
we amend or waive any of the provisions of the Code of Business Conduct and Ethics that relate to any element
of the code of ethics definition enumerated in Item 406(b) of Regulation S-K, we intend to disclose the same on
the Corporation’s website at www hess.com.

Information relating to the audit committee is incorporated herein by reference to “Election of Directors”
from the registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 2,
2012.
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Executive Officers of the Registrant

The following table presents information as of February 1, 2012 regarding executive officers of the
Registrant:

Year Individual
Became an
Executive
Name ig_e Office Held* Officer
JohnB.Hess .......... .. ... ... ... ... 57 Chairman of the Board, Chief 1983
Executive Officer and Director
Gregory P.HIll ... .. .. .. ... ... .. 50 Executive Vice President and President of 2009
Worldwide Exploration and Produoction
and Director
F.Borden Walker ........ ............. 58 Executive Vice President and President 1996
of Marketing and Refining and Director
Timothy B. Goodell .................... 54  Senior Vice President and General Counsel 2009
Lawrence H. Otnstein ..., ............... 60 Senior Vice President 1695
JohmP.Rielly ......................... 49  Senior Vice President and Chief 2002
Financial Officer
JohmE Seelfo ..o, 54  Senior Vice President 2004
Mykell. Ziole ...................... .- 59 Senior Vice President 2009
Robert M. Biglin ....................... 47  Vice President and Treasurer 2010

“ All officers referred o herein hold office in accordance with the By-luws antil the first meeting of the Directors following the annual
meeting of stockholders of the Regisirunr and until their successors shall have been duly chosen and gualified. Euch of suid officers way
elected to the office oppasite his name on May 4, 2011, The first meeting of Direciors following the next annual meering of stockholders of
the Registrant is scheduled to be held May 2, 2072,

Except for Messrs. Hill and Goodell, each of the above officers has been employed by the Registrant or its
subsidiaries in various managerial and executive capacities for more than five years. Prior to joining the
Corporation, Mr. Hill served in senior executive positions in exploration and production operations at Royal
Dutch Shell and its subsidiaries, where he was employed for 25 years. Before joining the Corporation in 2009,
Mr. Goodell was a partner in the law firm of White & Case LLP.

Item 1.  Executive Compensation

Information relating to executive compensation is incorporated herein by reference to “Election of
Directors — Executive Compensation and Other Information,” from the Registrant’s definitive proxy statement
for the annual meeting of stockhelders to be held on May 2, 2012,

Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

Information pertaining to security ownership of certain beneficial owners and management is incorporated
herein by reference to “Election of Directors — Qwnership of Voting Securities by Certain Beneficial Owners™
and “Election of Directors — Ownership of Equity Securities by Management” from the Registrant’s definitive
proxy statement for the annual meeting of stockholders to be held on May 2, 2012.

See Equity Compensation Plans in Item 5 for information pertaining to securities authorized for issuance
under equity compensation plans.
Item 13.  Certain Relationships and Related Transactions, and Director Independence

Information relating ro this item is incorporated herein by reference to “Election of Directors” from the
Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 2, 2012,
Item 14.  Principal Accounting Fees and Services

Information relating to this item is incorporated by reference to “Ratification of Selection of Independent
Auditors” from the Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 2,
2012,
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PARTIV
Item 15.  Exhibits, Financial Statement Schedules
{a) 1. and 2. Financial statements and financial statement schedules

The financial statements filed as part of this Annuai Report on Form 10-K are listed in the accompanying
index to financial statements and schedules in Item 8, Financial Statements and Supplementary Data.

3. Exhibits

3(1) Restated Certificate of Incorporation of Registrant, including amendment thereto dated May 3.
2006 incorporated by reference to Exhibit 3 of Registrant’s Form 10-Q for the three months ended
June 30, 2006.

3(2) By-laws of Registrant incorporated by reference to Exhibit 3(1} of Form 8-K of Registrant dated
February 2, 2011.

4(1) Five-Year Credit Agreement dated as of April 14, 2011, among Registrant, certain subsidiaries of
Registrant, ].P. Morgan Chase Bank, N.A. as lender and administrative agent, and the other
lenders party thereto, incorporated by reference to Exhibit 10(1} of Form 8-K of Registrant dated
April 14, 2011.

4(2) Indenture dated as of October 1, 1999 between Registrant and The Chase Manhattan Bank, as
Trustee, incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the three
months ended September 30, 1999,

4(3) First Supplemental Indenture dated as of October 1, 1999 between Registrant and The Chase
Manhattan Bank, as Trustee, relating to Registrant's 73/4,% Notes due 2009 and 77/;% Notes due
2029, incorporated by reference to Exhibit 4(2) to Form 10-( of Registrant for the three months
ended September 30, 1999,

4¢4) Prospectus Supplement dated August 8, 2001 to Prospectus dated July 27, 2001 relating to
Registrant’s 5.30% Notes due 2004, 5909 Notes due 2006, 6.65% Notes due 2011 and
7.30% Notes due 2031, incorporated by reference to Registrant’s prospectus filed pursuant to
Rule 424(b)(2) under the Securities Act of 1933 on August 9, 2001.

4(5) Prospectus Supplement dated February 28, 2002 to Prospectus dated July 27, 2001 relating to
Registrant’s 7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus filed
pursuant to Rule 424(b)(2) under the Securities Act of 1933 on March 1, 2002,

4(6) Indenture dated as of March 1, 2006 between Registrant and The Bank of New York Mellon as
successor to JP Morgan Chase, as Trustee, including form of Note. Incorporated by reference to
Exhibit 4 to Registrant’s Form S-3ASR filed with the Securities and Exchange Commission on
March 1, 2006.

47 Form of 2014 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant
and The Bank of New York Mellon, as successor to JP Margan Chase as Trustee. Incorporated by
reference to Exhibit 4(1) to Registrant’s Form 8-K filed with the Securities and Exchange
Commission on February 4, 2009.

48) Form of 2019 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant
and The Bank of New York Mellon, as successor (0 JP Morgan Chase, as Trustee. Incorporated
by reference to Exhibit 4(2) to Registrant’s Form 8-K filed with the Securities and Exchange
Commission on February 4, 2009,

4(9) Form of 6.00% Note, incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant
filed on December 15, 2009,
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4(10)

10(1)

10(2)

10(3)

10(4)

10(5)*

10(6)*

10(7y*

10(8)*

10{9)*

10(10y*

LacLy*

10(12y*

10013)*

10014)*

Form of 5.60% Note incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant filed
on August 12, 2010. Other instruments defining the rights of holders of long-term debt of
Registrant and its consolidated subsidiaries are not being filed since the total amount of securities
authorized under each such instrument does not exceed 10 percent of the total assets of Registrant
and its subsidiaries on a consclidated basis. Registrant agrees to furnish to the Commission a copy
of any instruments defining the rights of holders of long-term debt of Registrant and its
subsidiaries upon request.

Extension and Amendment Agreement between the Government of the Virgin Islands and Hess
0il Virgin Islands Corp. incorporated by reference to Exhibit 10(4) of Form 10-Q of Registrant
for the three months ended June 30, 1981.

Restated Second Extension and Amendment Agreement dated July 27, 1990 between Hess Qil
Virgin Islands Corp. and the Government of the Virgin Islands incorporated by reference to
Exhibit 19 of Form 10-Q of Registrant for the three months ended September 30, 19940,

Technical Clarifying Amendment dated as of November 17, 1993 to Restated Second Extension
and Amendment Agreement between the Government of the Virgin Islands and Hess Qil Virgin
Islands Corp. incorporated by reference to Exhibit 10(3) of Form 10-K of Registrant for the fiscal
vear ended December 31, 1993.

Third Extension and Amendment Agreement dated April 15, 1998 und effective October 30, 1998
among Hess Oil Virgin Islands Corp., PDVSA V.1, Inc., HOVENSA L.L.C. and the Government
of the Virgin Islands incorporated by reference to Exhibit 10(4) of Form 10-K of Registrant for
the fiscal year ended December 31, 1998,

Incentive Cash Bonus Plan description incorporated by reference to Item 5.02 of Form 8-K of
Registrant filed on February §, 2011.

Financial Counseling Program description incorporated by reference to Exhibit 10(6) of Form 10-
K of Registrant for fiscal year ended December 31, 2004.

Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) of
Form 10-K of Registrant for fiscal year ended December 31, 2006.

Performance Incentive Plan for Senior Officers, as amended, as approved by stockholders on May
4, 2011, incorporated by reference to Annex A to the definitive proxy statement of the Registrant
dated March 25, 2011.

Hess Corporation Pension Restoration Plan dated Janvary 19, 1990 incorporated by reference to
Exhibit 10{9) of Form 10-K of Registrant for the fiscal year ended December 31, 1989,

Amendment dated December 31, 2006 to Hess Corporation Pension Restoration Plan
incorporated by reference to Exhibit 10(10) of Form 10-K of Registrant for fiscal year ended
December 31, 2006,

Letter Agreement dated May 17, 2001 between Registrant and John P, Rielly relating to Mr.
Rielly’s participation in the Hess Corporation Pension Restoration Plan, incorporated by reference
to Exhibit 10(18) of Form 10-K of Registrant for the fiscal year ended December 31, 2002,

Second Amended and Restated 1995 long-term Incentive Plan, including forms of awards
thereunder incorporated by reference to Exhibit 10(11) of Form 10-K of Registrant for fiscal year
ended December 31, 2004,

2008 Long-term Incentive Plan, incorporated by reference to Annex B to Registrant’s definitive
proxy statement filed on March 27, 2008.

First Amendment dated March 3, 2010 and approved May 5, 2010 to Registrant’s 2008 Long-
term Incentive Plan, incorporated by reference to Annex B of Registrant’s definitive proxy
statement dated March 25, 2010.
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10015)*

10016)*

10(17)*

10(18)*

10019)*

10020y*

1021y

10022y

10¢23)

10(24)

23(1)

23(2)
31(1)

31(2)

3U1)

Forms of Awards under Registrant’s 2008 Long-term Incentive Plan incorporated by reference to
Exhibit 10(14) of Registrant’s Form 10-K for the fiscal year ended December 31, 2009.

Compensation program description for non-employee directors, incorporated by reference to
Item 1.01 of Form 8-K of Registrant filed on January 4, 2007.

Amended and Restated Change of Control Termination Benefits Agreement dated as of May 29,
2009 between Registrant and IF. Borden Walker, incorporated by reference to Exhibit 10{1) of
Form 10-Q of Registrant for the three months ended June 30, 2009, A substantially identical
agreement (differing only in the signatories thereto) was entered into berween Registrant and John
B. Hess.

Change of Control Termination Benefits Agreement dated as of May 29, 2009 between Registrant
and John P. Rielly incorporated by reference to Exhibit 10(17) of Registrant’s Form 10-K for the
fiscal year ended December 31, 2009. Substantially identical agreements (differing only in the
signatories thereto) were entered into between Registrant and other executive officers (including
the named executive officers, other than those referred to in Exhibit 10(17)),

Letter Agreement dated March 18, 2002 between Registrant and F. Borden Walker relating to
Mr. Walker’s participation in the Hess Corporation Pension Restoration Plan incorperated by
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31,
2001.

Agreement between Registrant and Gregory P. Hill relating to his compensation and other terms
of employment, incorporated by reference to ltem 5.02 of Form 8-K of Registrant filed January 7.
2009.

Agreement between Registrant and Timothy B. Goodell relating to his compensation and other
terms of employment incorporated by reference to Exhibit 10(20) of Registrant’s Form 10-K for
the fiscal vear ended December 31, 2009.

Deferred Compensation Plan of Registrant dated December 1, 1999 incorporated by reference to
Exhibit 10{16} of Form 10-K of Registrant for the fiscal year ended December 31, 1999.

Asset Purchase and Contribution Agreement dated as of October 26, 1998, among PDVSA V. 1.,
Ing., Hess Qil Virgin Islands Corp, and HOVENSA 1.,1..C. (including Glossary of definitions)
incorporated by reference to Exhibit 2.1 of Form 8-K of Registrant filed on November 13, 1998,

Amended and Restated Limited Liability Company Agreement of HOVENSA L.L.C. dated as of
Qctober 30, 1998 incorporated by reference to Exhibit 10.t of Form 8-K of Registrant filed on
November 13, 1998,

Subsidiaries of Registrant.

Consent of Emst & Young LLP, Independent Registered Public Accounting Firm, dated
February 27, 2012, to the incorporation by reference in Registrant’s Registration Statements
(Form S-3 No. 333-157606, and Form S-8 Nos. 33343569, 333-94851, 333-115844, 333-150092
and 333-167076), of its reports relating to Registrant’s financial statements,

Consent of DeGolyer and MacNaughton dated February 27, 2012,

Certification required by Rule 13a-14{a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a}
(17 CFR 240.15d-14(a)).

Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a}
(17 CFR 240.15d-14(a)).

Certification required by Rule 13a-14(h) (17 CFR 240.13a-14(b)) or Rule 15d-14(b)
(17 CFR 240.15d-14{b)} and Section 1350 of Chapter 63 of Title 18 of the United States Code
(18 U.S.C. 1350).

99



32(2) Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b)
(17 CFR 240).15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code
(18 U.5.C. 1350).

99(1) Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering Consulting
Firm, dated January 31, 2012, on proved reserves audit as of December 31, 2011 of certain
properties attributable to Registrant.

1OI(INS) XBRL Instance Document

101(SCH) XBRL Schema Document

101(CAL) XBRL Calculation Linkbase Document
101(LAB) XBRI. Labels Linkbase Document
101(PRE) XBRL Presentation Linkbase Document
101(DEF) XBRL Definition Linkbase Document

* These exhibity relute to executive compensaiion plans and arrangements.

(b} Reports on Form 8.K

During the three months ended December 31, 2011, Registrant filed or furnished the following report on
Form 8-K:

1. Filing dated October 26, 2011 reporting under Ttems 2.02 and 9.01, a news release dated October 26,
2011 reporting results for the third quarter of 2011 and furnishing under Ttem 7.0 and 9.01 the prepared
remarks of John B. Hess, Chairman of the Board of Directors and Chief Executive Officer of Hess
Corporation, and John P. Rielly, Senior Vice President and Chief Financial Officer, at a public conference
call held October 26, 2011.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(0) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
aothorized, on the 27th day of February 2012.

HESS CORPORATION
{Registrant)

By /s/ Joun P.RIELLY

{John P, Rielly)
Senior Vice President and
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title m
/s/  Jonw B. HEsS Director, Chairman of the Board and February 27, 2012
John B, Hess Chief Executive Officer
(Principal Executive Officer)
/s SamuiL W. BODMAN Director February 27, 2012
Samuel W, Bodman
/s NicHoLas F. BRADY Director February 27, 2012
Nicholas F, Brady
/s{  GREGORY P. HILL Director ) Februacy 27,2012
Gregory P. Hill
/s/  EniTH E. HoLIDAY Director February 27, 2012
Edith E. Holiday
/5! TiuoMas H. KEAN Director Febiuary 27, 2012
Thomas H. Kean
/sF Risa Laviezo-MoOUREY Director February 27, 2012
Risa Lavizzo-Mourey
/sl CralG G. MATTLIEWS Director February 27, 2012
Craig (i, Matthews
fs/ JOHN H. MULLIN Director February 27, 2012
John H. Mullin
/s/  FrRANK A. OLSON Director February 27, 2012
Frank A. Olson
/s/ JolNP. RIELLY Senior Vice President and Chief February 27, 2012
John P, Rielly Financial Officer

(Principal Financial and Accounting Officer)

/s/  ErRNST H. vVON METZSCH Director February 27, 2012
Ernst H. von Metzsch

/s/ F.BORDEN WALKER Director February 27, 2012
F. Borden Walker

/3  ROBERT N. WILSON Director February 27, 2012
Robert N. Wilson
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
VALUATION AND QUALIFYING ACCOUNTS
For the Years Ended December 31, 2011, 2010 and 2009

Description

2011

Losses on receivables .......

Deferred income tax valuation

2010

Losses onreceivables .......

Deferred income tax valuation

2009

Losses on receivables ... ...

Deferred income tax valuation

................

Schedule 11

Additions
Charged
to Costs Charged Deductions
Balance and to Other from Balance
January 1 Expenses  Accounts Reserves December 31
{Millions of dollars)

$ 58 4 % 1 % 8 55
$ 444 648 § — % 21 8 1,071
$ 54 % 9 5 1 5 6 58
$ 3500 % 135 8 — § 191 % 444
$ 46 3 %5 — % 5 % 54
$ 266 455 § — % 221 500
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Report of Independent Auditors

The Members
HOVENSA L.L.C.

We have audited the accompanying balance sheets of HOVENSA LL.C. (“the Company™) as of
December 31, 2011 and 2010, and the related statements of operations, comprehensive loss and (accumulated
deficit) retained earnings, and cash flows for each of the three years in the period ended December 31, 2011,
These financial statements are the regponsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits,

We conducted our audits in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. We were not engaged to perform an audit of the
Company’s intemal control over financial reporting. Our audits included consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evalualing the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of HOVENSA L.L.C. at December 31, 2011 and 2010, and the results of its operations and its cash
flows for each of the three years in the period ended December 31, 2011 in conformity with U.S. generally
accepted accounting principles.

As discussed in Note 1 to the financial statements, the Company’s decision to shut down refining operations
and operate as an oil storage terminal raises substantial doubt about its ability to continue as a going concern. The
Company’s plans as to these matters are described in Note 1. The 2011 financial statements do not include any
adjustments that might result from the outcome of this uncertainty.

é/w»v(: LLP

February 27. 2012
New York, New York
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HOVENSA L.L.C,

Balance Sheets

December 31
2011 2010
(Dollars in Thonsands)
Assets
Current assets:
Cash and cash equivalents ... ... .. i $ 42275 § 45,124
Debt service fund .. ..o i 11,361 11,350
Accounts receivable;
Members and affiliates . ... ... . ... e e 36,694 274,678
Trade (less allowance in 2011 of $32,418) ... ... .o i e 104,776 98,036
L1 1= 228 2,627
AT 1) ¢ T S A OO 159,594 260,492
Deposits and prepaid eXPeISes L. ..ttt e e e, 15,707 20,762
Total CLEFENT S8BT . . . o e e et e e e 370,635 713,069
Propeity, plant and equipment:
Land L e e i 19,315 19,315
Refinery facilities . .. e e e 3,012,619 2,938,071
L1011 1= 108,307 104,352
CONSITUCHION i1 PIOETESS  « vt vttt ettt me e e e e e e et ie e e et iaa s caaaaannns 29722 68,852
T e 1 Rt 3,169,963 3,130,590
Less accumulated depreciation ... ... ... i e, (3,169,963) (1,143,269)
Property, plant and eqUIPMENI—TEL . ... .. ...ttt ettt e e ce e iaa e, — 1,987,321
L0 o T~ - U 10,374 26,793
otal ASSES . ... i, $ 381009 52,727,183

Liabilities and members’ equity
Current liabilities:
Accounts payable:

Members and affiliates . . . . e $ 423,706 5 5847230
0 T 1 346,917 404.031
Tax-exempt revenue bondls ... .. L e e 55,683 —
Payable to members for financial support .. .. ... . 654.000 —
Accrued Habilities .. ... e e e e 76,480 10,710
Taxes PAYADIE o L. e e e e e 1,459 1.968
Total current liabilTes . .. oo e e 1,858,245 1.000.839
Long-termdebt . . ... e _— 705,683
Other liabilities . .. ... e e i, 115,223 135,666
Total Habilities . ... e e 1,973,468 1,842,288
Members™ equity:
Members” initial INVESTMEDL ... ... ... it 1,343,429 1.343.429
Accumulated deficil . .. e e e (2,898,232) (410,980)
Accumulated other comprehensive Jo58 . . .. e e e e e (37,656) (47.554)
Total MEMbBErS” SQUILY . . . et e ey (1,592,459) 884,895
Total liabilities and members’ equity . ........... ... ... oo $ 38,009 52,727,183

See accompanying notes to financial statements.
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HOVENSA L.L.C.

Statements of Operations, Comprehensive Loss
and (Accumulated Deficit) Retained Earnings

Year ended December 31
2011 2010 2009
(Dollars in Thousands)

SaleS . e $13,126,326 $12,258,297 $10.048,271
Operating expenses:

ProdUC COSES « oottt s i e e et 12,803,408 11,926,310 9,782,220

Operating eXPenses . . ...v et et iinian e 554,516 586,336 548,265

Depreciation and amortization ........... o ool 128,403 142,503 139,854

Asset impairments and shutdown related charges ............. 2,072,600 — —
Total Operating eXPenses . .. .. .. ...ttt i 15,558,927 12,655,149 10,470,339
Operating 1oss .. ... o i e e e (2,432,601) (396,852) (422,068)
Other non-operating income {(expense):

INterest XPEISE .. . ... ittt ettt it e (38,689) (25,904) (22,299)

Other expense, IEt . ... ... ittt iie e ranrnaannns (15.962) (15,173} (6,858)
Netloss ... .. e $(2,487,252) (437,929 § (451,225
Components of comprehensive (loss) income:

L B $(2,487,252) (437.929) § (451,225

Change in retitement plan liabilities . ........... ... .. .. .. (9,898) 1,789 (18,021)
Comprehensiveloss ... ... ... .. ... .. i i, $(2,497,150) (436,140) $§ (469,246)
{Accumulated deficit) retained earnings:

Openingbalance ... ... ... ... . ... ... .. .. i, $ (410,980) 26949 § 478,174

Net 088 oL e e e (2,487,252) (437,929) (451,225)
Closingbalance ...... ... ... ... .. ... ... ... ... ... $(2,898.232) 410,980y § 26,949

See accompanying notes to financial statements.
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HOVENSA L.L.C.

Statements of Cash Flows
Year ended December 31
2011 2010 2009
(Dollars in Thousands)
Cash flows from operating activities
Net 088 . . e e e e e $(2,487,252) $(437,929) 3(451,225)
Adjustments to reconcile net loss to net cash provided by operating
activities:
Depreciation and amomtization ... ...... ... .. e iaie e, 128,403 142,503 139,854
Asset impairments and shutdown related charges ............... 2,072,600 — —
Decrease (increase) in accounts receivable .. ... ....... ... .... 181,227  (104,173) (118,026)
Decrease In IMVENIOTIES . . .. oottt et et et er i annns 65,698 16,043 203,224
Increase in deposits and prepald €XPENSES ... .. e in s (510) (55) (410)
Decrease in O her a85618 .« .. oot ottt it e e et 16,419 26,695 21.748
{Decrease) increase in accounts payable and accrued liabilities . . . .. (218,068) 47,343 274,546
(Decrease) increase intaxes payable .. .. ... ... .o oLl (509) 143 124
(Decrease) increase in other liabilitles ... ..................... (25,473) (2,798) 13,926
Net cash provided by (used in) operating activities .................. (267,465) (312,228) 83,761
Cash flows from investing activities
Capital expenditures . ... ... .. e (39,373) (70,206}  (80,700)
Net cash used in investment activities . ... ... ... .. .. ... .. ..... (39,373)  (70,206)  (80,700)
Cash flows from financing activities
Increase inrestricted cash . ........ .. o . i i i e aun (17) {(16)
(Decrease) increase in long-termdebt, net ......... ... ... ... ... (350,000) 350,000 —
Increase in payable to members for financial support ................ 654,000 — —
Net cash provided by (used in) financing activities .................. 303,989 349,983 (16)
Net (decrease) increase in cash and cash equivalents .. _......... .. {2,849 (32,451) 3,045
Cash and cash equivalents at beginning of theyear .. ....... ... ... 45,124 77,575 74,530
Cash and cash equivalentsatend of theyear ..................... $ 42,275 § 45124 § 77575

See accompanying notes to financial statements.
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HOVENSA L.L.C.

NOTES TO FINANCIAL STATEMENTS
(Dollars in Thousands)

1.  Basis of Financial Statements and Significant Accounting Policies
Nature of Business

Background: HOVENSA L.L.C. (the “Company” or “HOVENSA") was formed as a 50450 joint venture
between subsidiaries of Petroleos de Venezuela. SA. (“PDVSA™) and Hess Corporation (“Hess™), to own and
operate the Company’s refinery located in St. Croix, United States (U.S.) Virgin Islands. The Company’s
members ate PDVSA VI, Inc., a subsidiary of PDVSA, and Hess Oil Virgin Islands Corp. {“HOVIC™), a
subsidiary of Hess. The Company purchases crude oil from PDVSA, Hess and third parties. It manufactures and
sells petrolenm products primarily to PDVSA and Hess.

HOVENSA operates under a Concession Agreement with the Government of the U.S. Virgin Islands, The
original Congcession Agreement was entered into on September 1, 1965 and the Third Amendment to the
Concession Agreement is due to expire on August 1, 2022, The Concession Agreement can be extended with
Virgin Islands government approval which has occurred on two previous occasions.

Recent Events — Shutdawn of Refinery: In December 2011, the Company’s members reached agreement
to commence the shutdown of refining operations effective January 18, 2012, and operate as an oil storage
terminal. As a result of this decision. the Company recorded non-cash charges totaling $2,072,600 in December
2011 to fully impair its property, plant and equipment and recognize certain other expenses related to the
shutdown decision. In conjunction with the refinery shutdown, the Company plans to liquidate its refined product
mventory, redeem its outstanding debt, and settle or dispose of certain other liabilities.

Basis of Presentation and Going Concern

The accompanying financial statements of HOVENSA have been prepared in conformity with United States
generally accepted accounting principles (“U.S. GAAP”). These financial statements have been prepared
assuming HOVENSA will continue as a going concern. As further explained in Notes 2 and 3 below, the
Company has fully impaired its property, plant and equipment and recorded certain refinery shutdown costs at
December 31, 2011. Additional financial support from the members will be required to fund expenditures for the
refinery shutdown and conversion to an oil storage terminal in 2012. There is no assurance that any or all of the
member financial support will be provided by the members, Absent member support it is unlikely HOVENSA's
operations would be able to continue.

Use of Estimates

In preparing financial statements in conformity with U.S. GAAP, management makes estimates and
assumptions that affect the reported amounts of assets and liabilities in the balance sheet and revenues and
expenses in the statement of operations. Actual resuits could differ from those estimates. Among the estimates
made by management are asset impairments, refinery shutdown costs, inventory and other asset valuations, legal
and environmental obligations and pension liabilities.

Revenue Recognition

The Company recognizes revenues from the sale of petroleum products when title passes to the customer,
which generally occurs when products are shipped or delivered in accordance with the terms of the respective
sales agreements.

Cash and Cash Equivalents

Cash equivalents comsist of highly liquid investments, which are readily convertible into cash and have
maturities of three months or less when acquired.
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HOVENSA L.L.C.
NOTES TO FINANCIAL STATEMENTS — (Continued)
(Dollars in Thousands)
Debt Service Fund

The debr service fund is cash held by a trustee representing six months of interest and fees payable on the
Company’s outstanding tax-exempt revenue bonds.

Inventories

Inventories of crude oil and refined products are valued at the lower of last-in, first-out (“LIFO™) cost or
market. Tnventories of materials and supplies are valued at the lower of average cost or market.
Depreciation

Depreciation of refinery facilities is determined principally on the units-of-production method based on
estimated production volumes. Depreciation of all other equipment is determined on the straight-line method
based on estimated useful lives.

Maintenance and Repairs

Maintenance and repairs are expensed as incurred including costs of refinery turnarounds, Capital
improvements are recorded as additions to property, plant and equipment.

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of the assets may not be recoverable. The impairment recognized is the amount by which the
carrying amount exceeds the estimated fair market value of the assets,

Asset Retirement Obligations (AR(’s)

ARO's must be recorded at fair value in the period in which it is determined that a legal obligation exists
and a reasonable estimate of the fair value of the liability can be made.

Environmental Expenditures

Liabilities for future remediation costs are recorded when environmental assessments or remedial efforts are
probable and the costs can be reasonably estimated. Other than for assessments, the timing and magnitude of
these accruals generally are based on the completion of investigations or other studies or a commitment to a
formal plan of action. Environmental liabilities are based on best estimates of probable undiscounted future costs
using currently available technology and applying current regulations. Such accruals are adjusted as further
information develops or circumstances change. Recoveries of environmental remediation costs from other parties
are recorded as assets when their receipt is deemed probable. The Company capitalizes environmental
expenditures that increase the life of property or reduce or prevent environmental contamination,

Income Taxes
The Company is a limited liability company and, as a result, income taxes are the responsibility of the
members. Accordingly, no effect of income tax has been recognized in the accompanying financial statements.

Retirement Plans

The Company recognizes on its balance sheet the underfunded status of its defined benefit retirement plans
measured as the difference between the fair value of plan assets and the benefit obligations. The benefit
obligation is the projected benefit obligation in the case of the non-contributory defined benefit pension plan and
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HOVENSA L.L.C.

NOTES TO FINANCIAL STATEMENTS - (Continued}
(Dollars in Thousands)

the projected post-retirement benefit obligation for the post-retirement medical plan, The Company recognizes
the net changes in the plan assets and benefit obligations of its defined benefit retirement plans in the year in
which such changes occur.

Prior service costs and gains and losses in excess of 10% of the greater of the benefit obligation or the
matket value of assets are amortized over the average remaining service period of active employees.

The determination of the obligations and expenses related to these plans are based on several actuarial
assumptions, the most significant of which relate to the discount rate for measuring the present value of future
plan obligations; expected long-term rates of return on plan assets and rate of future increases in compensation
levels, These assumptions represent estimates made by the Company, some of which can be affected by external
factors,

Subsequent Events
Subsequent events have been evalvated through February 27, 2012,

2.  Asset Impairment and Refinery Shutdown Related Charges

On January 18, 2012, HOVENSA announced the decision to shut down its refinery operations after recently
experiencing substantial operating losses due to global economic conditions and competitive disadvantages
versus other refiners. Such losses were incurred despite efforts to improve operating performance by reducing
refining capacity to 350,000 from 500,000 barrels per day in the first half of 2011, Operating losses were also
projected to continue. The Company prepared an impairment analysis as of December 31, 2011, which indicated
that undiscounted future cash flows would not recover the carrying value of its assets. As a result, the Company
recorded an impairment charge of $1,900,349 representing the difference between the carrying value and the
estimated fair market value of property, plant and equipment at December 31, 2011. Estimated fair value was
determined based on discounted future cash flows (a Level 3 fair value measure). In addition, the Company
recorded other charges related to the decision to shut down the refinery totaling $172,251, including recognition
of legally required employee and contractor severance costs and a reduction in carrying value of warehouse
inventory and other assets.

3. Future Refinery Shutdown Expenditures

The Company is expected to incur substantial additional refinery shutdown costs in excess of amounts that
can be accrued at December 31, 2011 under US GAAP. including costs related to the cleaning and preservation
of refinery process equipment and tanks, tank bottom sludge disposal, enhanced employee and contractor
severance and benefits, estimated losses on long-term contracts and other costs. After liquidation of current
assets and liabilities, the Company estimates total future cash funding of approximately $900,000 will be
required to settle all obligations, with the substantial majority to be incurred in 2012,

4. Related Party Transactions

During 2011, HOVENSA received financial support from its members by delaying the normal timing of
payments to PDVSA for crude oil purchases, as well as accelerating payments from Hess for refined product
sales. At December 31, 2011, interest bearing financial support from both members totaling $654,000 is recorded
as a current liability in the balance sheet.

Through the shuidown of refining operations, the Company had long-term crude oil supply agreements with
Petroleum Marketing International (“Petromar”) a subsidiary of PDVSA, under which Petromar agreed to sell to
HOVENSA a monthly average of 155,000 barrels per day of Mesa crude oil and 115,000 barrels per day of
Merey crude oil. The Company also had a product sales agreement with Hess and Petromar that required Hess
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HOVENSA L.L.C.

NOTES TO FINANCIAL STATEMENTS - (Continued)
{Dollars in Thousands)

and Petromar each to purchase after any sales of refined products by HOVENSA to third parties, 50% of
HOVENSA’s gasoline, distillate, residual fuel and other products at market prices.

A summary of all material transactions between the Company, its members and affiliates follows:

2011 2010 2009
Sale of petroleum products:
Hess oo e $3,805,821 $4307,112  $3,658,883
POV A . i e 3,937,571 4,254,761 3,733,201
Purchases of crude oil and products:
Hess oo e 709,570 607,040 529,529
PDVSA e e 6,412,491 6,214,869 5,198,735
Administrative service agreement fee paid to Hess ...... 4,018 6,481 6.686
Marine revenues received from PDVSA and Hess .. ... .. 567 911 1,854
Bareboat charter of tugs and barges paid o HOVIC ... .. 2,873 3.161 3415
5. Inventories
Inventories as of December 31 were as follows:
2011 2010
Crudeoil ... ... .. e e $ 183,345  § 261,130
Refined and other finished products ... ........ .. ... . ... 657,914 670,684
Less LIFO adjustment . ... ... ..cc.oior et i ianstane e {734,177y  (759.818)
107,082 171,996
Materials and supplies .. ... .. e 52,512 88,496
Total e e e e 5 159,594  $ 260,492

During 2011 and 2010, a reduction of inventory quantities resulted in a liquidation of LIFO inventones
carried at below market costs, which decreased net operating losses by approximately $268,397 and $110.432
respectively. During 2012, the Company intends to liquidate its remaining crude oil, refined and other finished
products inventory.

6. Tax Exempt Revenue Bonds and Other Long-term Debt

Qutstanding borrowings at December 31 consist of the following:

2011 2010
General Purpose Revolving Credit Facility ....... . ... .. ... ..... $ —  $350,000
Tax-exempt revenue bonds (issued in 2002} at 6.50% . ... ........ .. ..... 126,753 126,753
Tax-exempt revenue bonds (issued in 20033 at 6.425% ... ... ....... 74,175 74,173
Tax-exempt revenue bonds (issued in 2004) at 5.875% ... ............. 50,660 50,660
Tax-exempt revenue bonds (issued in 2007y at 4.70% . .. ..., . ... ..... 104,095 104,095
Total long-termdabt . ... .. ... . e $355,683  $705,683

On January 23, 2012, the Company commenced a cash tender offer for any and all of the $355,683
outstanding tax-exempt revenue bonds. The terms of the tender offer include a purchase price at par value, plus
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HOVENSA L.L.C,

NOTES TO FINANCIAL STATEMENTS - (Continued)
{Dollars in Thousands)

accrued but unpaid interest up 1o the purchase date, subject to the terms of the offering document. See Note 10,
Subsequent Event, for the results of the tender.

HOVENSA had a 5-year $400,000 revolving credit facility until December 30, 2011, when it repaid
outstanding borrowings and terminated the revolving credit facility. There were $350,000 of outstanding
borrowings on this facility at December 31, 2010. The agreement was collateratized by the physical assets and
certain matenal contracts of the Company.

7. Environmental Matters

In 2011, the Company signed a Conseni Decree with the U.S. Environmental Protection Agency (EPA)
which among other things requires the Company to install equipment and implement additional operating
procedures to reduce emissions over the next 10 years. The cost of installing this equipment is expected to be
approximately $700,000. Since the refining facilities will be shut down in 2012, with subsequent operation as an
oil storage terminal, the Company believes it will not be required to make material expenditures as outlined in
the Consent Decree, Under the terms of the Consent Decree, the Company paid a penalty of $5,375 in 2011.

In the normal course of its business, the Company records liabilities for future environmental remediation
expenditures when such environmenta) obligations are probable and reasonably estimable.

The Company is required to provide financial assurance to the EPA in comnection with various forms of
environmental compliance. The required financial assurance totals approximately $48,000 at December 31, 201]
and muost be met by establishing a trust fond, posting a letter of credit or similar measures, If the Company is
unable to fulfill its financial assurance requirements, it anticipates its members will provide the necessary
support,

8. Contingencies

The Company is subject to loss contingencies with respect to various lawsuits, claims and other
proceedings, including environmental matters. A liability is recognized in the Company’s financial statements
when it is probable a loss has been incurred and the amount can be reasonably estimated. If the risk of loss is
probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably possible, a liability
is not accrued; however, the Company discloses the nature of those contingencies. In management’s opinion,
based upon currently known facts and circumstances, the outcome of such loss contingencies will not have a
material adverse effect on the Company’s financial condition, results of operations and cash flows.
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9. Retirement Plans

The Company has a funded non-contributory, defined benefit pension plan for substantially all of its
employees, The plan provides defined benefits based on years of service and final average salary. At
December 31, 2011, the actuarial assumptions for the determination of the projected benefit obligation reflect the
pending refinery shutdown. The non-contributory defined benefit pension plan will remain in place and meet
future obligations in accordance with terms of the plan, but terminated employees will cease to eam service
toward future benefits.

The following table reconciles the projected benefit obligation and fair value of plan assets and shows the
fonded status of the pension plan:

2011 2010

Reconciliation of projected benefit obligation:

Benefit obligation at January 1 ... .. ... .. ... . $116,572 $100.703

SEIVICE COSES oo\ vttt e e e e et e e e e e e e e e 9,243 8.964

IDEETESE COBES . v v et ot ae e e e e et et e e e e 6,373 5,683

Actuarial (Fainy 108S .. .. e e e (1,403) 3,057

Benefit PAYIIENLS - . ..t e et e et e e e e e (2,218) (1,835)
Projected benefit obligation at December31 .............. .. .. ........ 128,567 116,572
Reconciliation of fair value of plan assets:

Fair value of plan assets at January 1 . _........ ... ... ... . ... ... 72,400 50,971

Actoal return on plan assets .. ... e 1,809 7,444

Employer contributions . ........ ... ... oo 12,760 15,820

Benefit pavments .. ... uu et e e e e (2,218) (1,835)
Fair value of plan assets at December 31 ................ ... ........ 84,751 72,400
Funded status (plan assets less benefit obligation) .. ........ ... ... ...... (43.816) {44,172)
Unrecognized net actuarial loss ... .. ... ... ... ... ... ... 36,367 36,049
Net amount recogmized . ... o e e $ (7449 5 (8,123)

The accumulated benefit obligation was $124,769 at December 31, 2011 and $93,208 at December 31,
2010.

Components of funded pension expense consist of the following:

2011 2010 2009
T s T e - A $9243 $8964 $ 7133
INtErest COSE . L. it e 6,373 5,684 4,493
Expected returnonplanassets .. .......... . v, 5427y (4095  (3.180)
Amortization of unrecognized net actuarial losses ............ .. 1,8%¢ 1,944 2937
Net periodic benefit cost .. .......oouiiii e $12,085 $12497 $11,383
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