BEFORE THE PENNSYLVANIA PUBLIC UTILITY COMMISSION

Application of _ Hess Small Business Services, LLC , d/b/a N/A , for approval
to offer, render, furnish, or as a(n)_supplier, broker/marketer and aggregator of natural gas service to the public in the
Commonwealth of Pennsylvania.

To the Pennsylvania Public Utility Commission:

IDENTITY OF THE APPLICANT: The name, address, telephone number, and FAX number of the
Applicant are:

Hess Small Business Services, LLC
One Hess Plaza

Woodbridge, NJ 07095

Phone: 732-750-6779

Fax: 718-742-2253

Please identify any predecessor(s) of the Applicant and provide other names under which the Applicant has
operated within the preceding five (5) years, including name, address, and telephone number.

Stuyvesant Energy, LLC

d/b/a Hess Small Business Services
One Hess Plaza

Woodbridge, NJ 07095

Phone: 732-750-6779

Fax: 718-742-2253

CONTACT PERSON: The name, title, address, telephone number, and FAX number of the person to whom
guestions about this Application should be addressed are:

David Cetola

Director of Regulatory Affairs
Hess Corporation

One Hess Plaza
Woodbridge, NJ 07095
Phone: 732-750-7058

Fax: 732-750-6670

Email: dcetola@hess.com

CONTACT PERSON-PENNSYLVANIA EMERGENCY MANAGEMENT AGENCY: The name, title, address
telephone number and FAX number of the person with whom contact should be made by PEMA:

John Sutherland

Director of Hess Small Business Services
Hess Small Business Services

One Hess Plaza

Woodbridge, NJ 07095

Phone: 732-750-6847

Fax: 718-742-2253

Email: JSutherland@hess.com
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3.a. ATTORNEY: If applicable, the name, address, telephone number, and FAX number of the Applicant’s attorney
are:

Deanne O'Dell, Esq.

Eckert Seamans Chernin & Mellot, LLC
213 Market Street, 8" Floor
Harrisburg, PA 17101

Tel: (717) 237-3744

Fax: (717) 237-6019

E-Mail: Dodell@eckertseamans.com

*Note: Eckert Seamans Chernin & Mellot, LLC does not represent applicant for any issues involving Philadelphia
Gas Works. For those issues, please contact David Cetola whose contact information is provided in response to
guestion number 2(a).

b. REGISTERED AGENT: If the Applicant does not maintain a principal office in the Commonwealth, the required
name, address, telephone number and FAX number of the Applicant's Registered Agent in the Commonwealth
are:

N/A
The Applicant has an office at the following location:

Hess Corporation

2000 ClIiff Mine Road Suite 420
Pittsburgh, PA 15275

4, FICTITIOUS NAME: (select and complete appropriate statement)

d The Applicant will be using a fictitious name or doing business as (“d/b/a”):

Attach to the Application a copy of the Applicant’s filing with the Commonwealth’s Department of State pursuant
to 54 Pa. C.S. 8311, Form PA-953.

The applicant will not be using a fictitious name or doing business as (“d/b/a”)

or

X The Applicant will not be using a fictitious name.

5. BUSINESS ENTITY AND DEPARTMENT OF STATE FILINGS: (select and complete appropriate
statement)

[ The Applicant is a sole proprietor.

If the Applicant is located outside the Commonwealth, provide proof of compliance with 15 Pa. C.S. 84124
relating to Department of State filing requirements.

or
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[ The Applicant is a:

domestic general partnership (*)

domestic limited partnership (15 Pa. C.S. §8511)

foreign general or limited partnership (15 Pa. C.S. §4124)
domestic limited liability partnership (15 Pa. C.S. §8201)
foreign limited liability general partnership (15 Pa. C.S. §8211)
foreign limited liability limited partnership (15 Pa. C.S. §8211)

LDooooo

Provide proof of compliance with appropriate Department of State filing requirements as indicated above.

Give name, d/b/a, and address of partners. If any partner is not an individual, identify the business nature of the
partner entity and identify its partners or officers.

d *ifa corporate partner in the Applicant’s domestic partnership is not domiciled in Pennsylvania, attach
a copy of the Applicant’s Department of State filing pursuant to 15 Pa. C.S. §4124.

or

[ The Applicant is a:

[ domestic corporation (none)
d foreign corporation (15 Pa. C.S. 84124)

[ domestic limited liability company (15 Pa. C.S. §8913)
X foreign limited liability company (15 Pa. C.S. §8981)

|:| Other

Provide proof of compliance with appropriate Department of State filing requirements as indicated above.
Additionally, provide a copy of the Applicant’s Articles of Incorporation.

Please see Attachment A.

Give name and address of officers.

Please see Attachment B.

The Applicant is incorporated in the state of New York — Please see Hess Small Business Services’ (formerly

Stuyvesant Enerqy, LLC) attached Articles of Organization as well as Hess Corporation’s Articles of Incorporation
and Bylaws, which have been included as Attachment C.
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6. AFFILIATES AND PREDECESSORS WITHIN PENNSYLVANIA: (select and complete appropriate
statement)

d Affiliate(s) of the Applicant doing business in Pennsylvania are:

Give name and address of the affiliate(s) and state whether the affiliate(s) are jurisdictional public utilities.

Hess Small Business Services, LLC is a wholly-owned subsidiary of Hess Corporation. Hess Corporation
is a Fortune 100 energy company and a licensed electric generation supplier and natural gas supplier
currently serving commercial and industrial customers within the Commonwealth of Pennsylvania.

Hess’ PA address is:

Hess Corporation
2000 CIiff Mine Road Suite 420
Pittsburgh, PA 15275

This affiliate is a NOT a public utility.

[ Does the Applicant have any affiliation with or ownership interest in:

(a) any other Pennsylvania retail natural gas supplier licensee or licensee applicant,
Yes

(b) any other Pennsylvania retail licensed electric generation supplier or license applicant,
Yes

(c) any Pennsylvania natural gas producer and/or marketer,

(d) any natural gas wells or

(e) any local distribution companies (LDCs) in the Commonwealth

If the response to parts a, b, c, or d above is affirmative, provide a detailed description and explanation of the
affiliation and/or ownership interest.

Hess Small Business Services is a wholly-owned subsidiary of Hess Corporation. Hess Corporation is a
Fortune 100 energy company and a licensed electric generation supplier and natural gas supplier
currently serving commercial and industrial customers within the Commonwealth of Pennsylvania.

[ Provide specific details concerning the affiliation and/or ownership interests involving:

(a) any natural gas producer and/or marketers,

(b) any wholesale or retail supplier or marketer of natural gas, electricity, oil, propane or other
energy sources.

Hess Small Business Services is a wholly-owned subsidiary of Hess Corporation. Hess Corporation is a
Fortune 100 energy company and a licensed electric generation supplier and natural gas supplier
currently serving commercial and industrial customers within the Commonwealth of Pennsylvania.

[ Provide the Pa PUC Docket Number if the applicant has ever applied:
(a) for a Pennsylvania Natural Gas Supplier license, or
(b) for a Pennsylvania Electric Generation Supplier license.

Hess Small Business Services has applied for an Electric Generation Supplier license in docket number
A-2012-2292611.

[ ifthe Applicant or an affiliate has a predecessor who has done business within Pennsylvania, give
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name and address of the predecessor(s) and state whether the predecessor(s) were jurisdictional
public utilities.

Hess Corporation
One Hess Plaza
Woodbridge, NJ 07095

Hess Corporation is NOT a jurisdictional public utility

or

[ The Applicant has no affiliates doing business in Pennsylvania or predecessors which have done
business in Pennsylvania.

N/A

7. APPLICANT’'S PRESENT OPERATIONS: (select and complete the appropriate statement)

d The Applicant is presently doing business in Pennsylvania as a

natural gas interstate pipeline.

municipal providing service outside its municipal limits.
local gas distribution company

retail supplier of natural gas services in the Commonwealth
a natural gas producer

Other. (ldentify the nature of service being rendered.)

Dooood

or

X The Applicant is not presently doing business in Pennsylvania.

8. APPLICANT’'S PROPOSED OPERATIONS: The Applicant proposes to operate as a:

X supplier of natural gas services.
Municipal supplier of natural gas services.

Cooperative supplier of natural gas services.
X Broker/Marketer engaged in the business of supplying natural gas services.
X Aggregator engaged in the business of supplying natural gas services.

] other (Describe):

Natural Gas Supplier License Application 5
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9. PROPOSED SERVICES: Generally describe the natural gas services which the Applicant proposes to offer.

Hess Small Business Services, LLC is proposing to offer a variety of fixed-price, variable-price and hybrid fixed
and index price pricing products specifically targeted to the small and medium-sized commercial customer
segments.

10. SERVICE AREA: Provide each Natural Gas Distribution Company (NGDC) in which Applicant proposes to offer
services.

PECO

UGI Gas

UGI Central Penn Gas
UGI Penn Natural Gas
Philadelphia Gas Works

11. CUSTOMERS: Applicant proposes to initially provide services to:

Residential Customers

Commercial Customers - (Less than 6,000 Mcf annually)
Commercial Customers - (6,000 Mcf or more annually)
Industrial Customers

Governmental Customers

All of above

Other (Describe):

DDXXXXD

12. START DATE: The Applicant proposes to begin delivering services on October 1, 2012
(approximate date).

13. NOTICE: Pursuant to Section 5.14 of the Commission’s Regulations, 52 Pa. Code 85.14, serve a copy of
the signed and verified Application with attachments on the following:

Irwin A. Popowsky Office of the Attorney General
Office of Consumer Advocate Bureau of Consumer Protection
5th Floor, Forum Place Strawberry Square, 14th Floor
555 Walnut Street Harrisburg, PA 17120
Harrisburg, PA 17120-1921

William R. Lloyd, Jr. Commonwealth of Pennsylvania
Commerce Building, Suite 1102 Department of Revenue

Small Business Advocate Bureau of Compliance

300 North Second Street Harrisburg, PA 17128-0946

Harrisburg, PA 17101
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Any of the following Natural Gas Distribution Companies through whose transmission and distribution facilities the

applicant intends to supply customers:

Valley Energy Inc.

Robert Crocker

523 South Keystone Avenue
Sayre, PA 18840-0340

PH: 570.888-9664

FAX: 570.888.6199

email: rcrocker@ctenterprises.org

National Fuel Gas Distribution Corp.
David D. Wolford

6363 Main Street

Williamsville, NY 14221

PH: 716.857.7483

FAX: 716.857.7479

email: wolfordd@natfuel.com

UGI Central Penn

David Beasten

2525 N. 12" Street, Suite 360
Reading, PA 19612-2677

PH: 610.796.3425

FAX: 610.796.3559

Peoples Natural Gas Company LLC

Lynda Petrichevich

375 North Shore Drive, Suite 600

Pittsburgh, PA 15212

email: Lynda.w.petrichevich@peoples-gas.com
PH: 412.208.6528

FAX: 412.208.6577

Peoples TWP LLC (Formerly T. W. Phillips)
Robert M. Hovanec

205 North Main Street

Butler, PA 16001

PH: 724.287.2725

FAX: 724.287.5021

email: rhovanec@twphillips.com

UGI

David Beasten

2525 N. 12" Street, Suite 360
Reading, PA 19612-2677

PH: 610.796.3425

FAX: 610.796.3559

UGI Penn Natural

David Beasten

2525 N. 12" Street, Suite 360
Reading, PA 19612-2677

PH: 610.796.3425

FAX: 610.796.3559

Equitable Gas Company
Jerald Moody

225 North Shore Drive
Pittsburgh, PA 15212-5352
PH: 412.395.3209

FAX: 412.395.3335

PECO

Carlos Thillet, Manager, Gas Supply and Transportation
2301 Market Street, S9-2

Philadelphia, PA 19103

email: carlos.thillet@exeloncorp.com

PH: 215.841.6452

Columbia Gas of Pennsylvania Inc.
Thomas C. Heckathorn

200 Civic Center Drive

Columbus, OH 43215

PH: 614.460.4996
FAX:614.460.6442

email: theckathorn@nisource.com

Philadelphia Gas Works

Douglas Moser

800 West Montgomery Avenue
Philadelphia, PA 19122

email: douglas.moser@pgworks.com
PH: 215.684.6899

Pursuant to Sections 1.57 and 1.58 of the Commission’s Regulations, 52 Pa. Code §81.57 and 1.58, attach Proof of
Service of the Application and attachments upon the above named parties. Upon review of the Application, further notice

may be required pursuant to Section 5.14 of the Commission’s Regulations, 52 Pa. Code §5.14.
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14. TAXATION: Complete the TAX CERTIFICATION STATEMENT attached as Appendix B to this application.

Please see Attachment D.

15. COMPLIANCE: State specifically whether the Applicant, an affiliate, a predecessor of either, or a person
identified in this Application has been convicted of a crime involving fraud or similar activity. Identify all
proceedings, by name, subject and citation, dealing with business operations, in the last five (5) years, whether
before an administrative body or in a judicial forum, in which the Applicant, an affiliate, a predecessor of either, or
a person identified herein has been a defendant or a respondent. Provide a statement as to the resolution or
present status of any such proceedings.

N/A

16. STANDARDS, BILLING PRACTICES, TERMS AND CONDITIONS OF PROVIDING SERVICE AND CONSUMER
EDUCATION: All services should be priced in clearly stated terms to the extent possible. Common definitions
should be used. All consumer contracts or sales agreements should be written in plain language with any
exclusions, exceptions, add-ons, package offers, limited time offers or other deadlines prominently communicated.
Penalties and procedures for ending contracts should be clearly communicated.

a. Contacts for Consumer Service and Complaints: Provide the name, title, address, telephone number and FAX
number of the person and an alternate person responsible for addressing customer complaints. These
persons will ordinarily be the initial point(s) of contact for resolving complaints filed with Applicant, the
Distribution Company, the Pennsylvania Public Utility Commission or other agencies.

Main:

Frank Curci — Supervisor Sales Analytics
One Hess Plaza

Woodbridge, NJ 07095

Email: fcurci@hess.com

Phone: 732-750-6779

Fax: 877-419-2874

Alternate:

Scott Burns — Supervisor Sales Operations
One Hess Plaza

Woodbridge, NJ 07095

Email: sburnes@hess.com

Phone: 732-750-7004

Fax: 877-419-2874

b. Provide a copy of all standard forms or contracts that you use, or propose to use, for service provided to
residential customers.

N/A

c. If proposing to serve Residential and/or Small Commercial customers, provide a disclosure statement.
A sample disclosure statement is provided as Appendix B to this Application.

Please see Attachment E.
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17. FINANCIAL FITNESS:

A. Applicant shall provide sufficient information to demonstrate financial fitness commensurate with the service
proposed to be provided. Examples of such information which may be submitted include the following:

e Actual (or proposed) organizational structure including parent, affiliated or subsidiary companies.
Please see Attachment F.

e Published parent company financial and credit information.
Please see Attachment G.

e Applicant's balance sheet and income statement for the most recent fiscal year. Published financial
information such as 10K's and 10Q's may be provided, if available.

Please see Attachment H.

e Evidence of Applicant's credit rating. Applicant may provide a copy of its Dun and Bradstreet Credit Report
and Robert Morris and Associates financial form or other independent financial service reports.

Please see Attachment G.

e A description of the types and amounts of insurance carried by Applicant which are specifically intended to
provide for or support its financial fitness to perform its obligations as a licensee.

e Audited financial statements
Please see Attachment H.

e Such other information that demonstrates Applicant's financial fitness.

Please see Attachment H.

B. Applicant must provide the following information:

e Provide proof of compliance with bonding/credit requirements for each NGDC the applicant is proposing to
provide service in. This requirement is designated by each NGDC and can commonly be found in the NGDC
supplier tariff.

Please see Attachment I.

o Identify Applicant's chief officers including names and their professional resumes.

Please see Attachment J.
Eugene Kutcher- President of Hess Small Business Services

e 39 years of experience in the energy business including last 10 being responsible for Sales& Marketing.
Contact information:

Phone: 732-750-6556
Email: Ekutcher@hess.com
Address: Hess Small Business Services

One Hess Plaza
Woodbridge, NJ 07095

Please see Attachment B for complete list of officers.
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e Provide the name, title, address, telephone number and FAX number of Applicant's custodian for its
accounting records.

James S. Lakata
Manager, Tax

One Hess Plaza
Woodbridge, NJ 07095
Phone: 732-750-6385
Fax: 877-419-2874
Email: jlakata@hess.com

18. TECHNICAL FITNESS: To ensure that the present quality and availability of service provided by natural gas
utilities does not deteriorate, the Applicant shall provide sufficient information to demonstrate technical fithess
commensurate with the service proposed to be provided. Examples of such information which may be submitted
include the following:

e The identity of the Applicant's officers directly responsible for operations, including names and their
professional resumes.

Please see Attachment J.
Eugene Kutcher- President of Hess Small Business Services
e 39 years of experience in the energy business including last 10 being responsible for Sales& Marketing.
Contact information:

Phone: 732-750-6556
Email: Ekutcher@hess.com
Address: Hess Small Business Services

One Hess Plaza
Woodbridge, NJ 07095

John Sutherland- Director of Hess Small Business Services

e 25 years of experience in the energy business including being former Vice President of Sales at Keyspan Energy
Services where he was responsible for the electric and gas retail markets.
Contact information:

Phone: 732-750-6847

Fax: 718-742-2253

Email: JSutherland@hess.com
Address: Hess Small Business Services

One Hess Plaza
Woodbridge, NJ 07095

Jodi Brown- Operations Manager

e 14 years of experience in the natural gas industry including working for Atlantic Energy/ Enervall LLC, Consumers
Energy and Hess.
Contact information:

Phone: 412-494-7217

Fax: 412-494-7202

Email: JLBrown@hess.com

Address: 2000 Cliff Mine Rd
Suite 420

Pittsburgh, PA 15275

Natural Gas Supplier License Application 10
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19.

Cindy Farley- Operations Manager

14 years of experience in the natural gas industry including 10 years working for Hess.
Contact information:

Phone: 732-750-6331

Fax: 732-750-6116
Email: Cfarley@hess.com
Address: One Hess Plaza

Woodbridge, NJ 07095
e A copy of any Federal energy license currently held by the Applicant.
Please see Attachment K.
e Proposed staffing and employee training commitments.

Hess Small Business Services, LLC (HSBS) is currently a licensed electric and gas supplier in New York and
New Jersey and a licensed gas supplier in Ohio. HSBS has also applied for an electric generation supplier
license in Pennsylvania. All told, HSBS supplies natural gas to approximately 3,000 combined customers in New
York and New Jersey. As a wholly-owned subsidiary of Hess Corporation, Hess Small Business Services utilizes
that operations infrastructure of Hess Corporation 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 supplies natural gas to
over 50 local distribution companies on the East Coast. Hess provides approximately 50,000 Commercial and
Industrial natural gas service locations throughout its footprint. Hess is the largest supplier of fuel oil to
commercial and industrial customers and a major supplier of natural gas and electric to large industrial,
commercial and institutional end-use customers in the region. Hess serves these customers by maximizing the
diverse assets contained within its portfolio including: interstate capacity, storage, and contracts for supply with a
multitude of sources.

Hess has been providing natural gas to institutional, commercial and industrial customers throughout
Pennsylvania. Through our experiences in Pennsylvania, as well as experience from serving natural gas
customers in the sixteen other states in which it serves, Hess is experienced in the full business cycle of natural
gas marketing including: contracting, contract administration, load aggregation, procurement, forecasting and
scheduling, balancing and other ancillaries including arranging for transmission and delivery services, risk
management, energy management, customer service and billing.

Hess Small Business Services pledges to train its employees in all relevant Pennsylvania rules and regulations.

e Business plans.

Hess Small Business Services, LLC is proposing to offer a variety of fixed-price, variable-price and hybrid fixed
and index price pricing products specifically targeted to the small and medium-sized commercial customer
segments.

TRANSFER OF LICENSE: The Applicant understands that if it plans to transfer its license to another entity, it is
required to request authority from the Commission for permission prior to transferring the license. See 66 Pa.
C.S. Section 2208(D). Transferee will be required to file the appropriate licensing application.

N/A
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20.

21.

22.

23.

24,

UNIFORM STANDARDS OF CONDUCT AND DISCLOSURE: As a condition of receiving a license, Applicant
agrees to conform to any Uniform Standards of Conduct and Disclosure as set forth by the Commission.

The applicant agrees to these standards.
REPORTING REQUIREMENTS: Applicant agrees to provide the following information to the Commission or the
Department of Revenue, as appropriate:

a. Reports of Gross Receipts: Applicant shall report its Pennsylvania intrastate gross receipts to the
Commission on an annual basis no later than 30 days following the end of the calendar year.

Applicant will be required to meet periodic reporting requirements as may be issued by the
Commission to fulfill the Commission's duty under Chapter 22 pertaining to reliability and to inform the
Governor and Legislature of the progress of the transition to a fully competitive natural gas market.

The applicant agrees to these standards.

FURTHER DEVELOPMENTS: Applicant is under a continuing obligation to amend its application if substantial
changes occur in the information upon which the Commission relied in approving the original filing.

The applicant understands this obligation.

FALSIFICATION: The Applicant understands that the making of false statement(s) herein may be grounds

for denying the Application or, if later discovered, for revoking any authority granted pursuant to the Application.
This Application is subject to 18 Pa. C.S. 884903 and 4904, relating to perjury and falsification in official matters.
The applicant understands this standard.
FEE: The Applicant has enclosed the required initial licensing fee of $350.00 payable to the Commonwealth

of Pennsylvania.

Payment is enclosed.

Applicant: __Hess Small Business Services, LLC

By: Mo MO LA

Title:  Counsel
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AFFIDAVIT

State of New Jersey

§85.

County of Middlesex

John Sutherland _, Affiant, being duly [sworn/affirmed] according to law, deposes and says that:

Heisthe Director of Hess Small Business Services, LLC
[That he is authorized to and does make this affidavit for said Applicant;]

That __ Hess Small Business Services, LLC__, the Applicant herein, acknowledges that Hess Small Business Services, L1L.C
may have obligations pursuant to this Application consistent with the Public Utility Code of the Commonwealth of
Pennsylvania, Title 66 of the Pennsylvania Consolidated Statutes; or with other applicable statutes or regulations including
Emergency Orders which may be issued verbally or in writing during any emergency situations that may unexpectedly
develop from time to time in the course of doing business in Pennsylvania,

That __Hess Small Business Services, LILC , the Applicant herein, asserts that it possesses the requisite technical,
managerial, and financial fitness to render natural gas supply service within the Commonwealth of Pennsylvania and that the
Applicant will abide by all applicable federal and state laws and regulations and by the decisions of the Pennsylvania Public
Utitity Commission.

That _ Hess Small Business Services. LLC, the Applicant herein, certifies to the Commission that it is subject to , will pay,
and in the past has paid, the full amount of taxes imposed by Articles 1 and XI of the Act of March 4, 1971 (P.L.6,No.2),
known as the Tax Reform Act of 1971 and any tax imposed by Chapter 22 of Title 66. The Applicant acknowledges that
failure to pay such taxes or otherwise comply with the taxation requirements of, shall be cause for the Commission to revoke
the license of the Applicant. The Applicant acknowledges that it shall report to the Commission its jurisdictional natural gas
sales for ultimate consumption, for the previous year or as otherwise required by the Commission. The Applicant also
acknowledges that it is subject to 66 Pa. C.S. §506 (relating to the inspection of facilities and records).

Applicant, by filing of this application waives confidentiality with respect to its state tax information in the possession of the
Department of Revenue, regardless of the source of the information, and shall consent to the Department of Revenue
providing that information to the Pennsylvania Public Utility Commission.

That __Hess Small Business Services, LLC, the Applicant herein, acknowledges that it has a statutory obligation to conform
with 66 Pa. C.S. §506, and the standards and billing practices of 52 PA. Code Chapter 56.
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That the Applicant agrees to provide all consumer education materials and information in a timely manner as requested by the
Commission’s Office of Communications or other Cominission bureaus. Materials and information requested may be
analyzed by the Commission to meet obligations under applicable sections of the law.

That the facts above set forth are true and correct/true and correct to the be

his/her knowledge, information, and belief.

. )»is;{“ Ao f
Sworn and subscribed before me this o/ day of A F5 ] 2012

RS E e

Signature of official administering oath

FUDIANY GORBAND
NOTARY PUISLIC OFNEY SRSEY

My commission expires o
EELET NI T

NOTARY PUBLIC
STATE OF NEW JERSEY
§ My Commission Expires March 22, 2017
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AFFIDAVIT

[Commonwealth/State] of New Jersey

SS.

County of _ Middlesex

John Sutherland , Affiant, being duly [sworn/affirmed] according to law, deposes and says that:

He is the Director _ of _Hess Small Business Services, LLC ;

[That he is authorized to and does make this affidavit for said Applicant;]

That the Applicant herein __Hess Small Business Services, LLC has the burden of producing information and
supporting documentation demonstrating its technical and financial fitness to be licensed as a natural gas supplier
pursuant to 66 Pa. C.S. §2208(c)(1).

That the Applicant herein __Hess Small Business Services, LLC has answered the questions on the application
correctly, truthfully, and completely and provided supporting documentation as required.

That the Applicant herein __Hess Small Business Services, LLC  acknowledges that it is under a duty to update
information provided in answer to questions on this application and contained in supporting documents.

That the Applicant herein Hess Small Business Services, LLC acknowledges that it is under a duty to
supplement information provided in answer to questions on this application and contained in supporting documents as
requested by the Commission.

That the facts above set forth are true and correct to the best of his/her knowledge, information, and belief, and that
he/she expects said Applicant to be able to prove the same at hearing.

[y A5

Sighature of Affiant

; | 20
Sworn and subscribed before me this ogf‘”z day of AIO/Q/L 1o LA

A

Sigpature of official administering oath

JUDIANN GIORDANO

STATE OF NEW JERSEY
My Commission Expires March 22, 2017

My commission expires

PPV N
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List of Attachments to the Application of Hess Small Business Services, LLC

For Natural Gas Supplier License

Attachment Description Application Section

A Pennsylvania Department of State Registration 5

B Names and Addresses of Officers 5 & 17(B)
C Applicant’s Articles of Organization and Hess Corporation’s Articles 5

of Incorporation and Bylaws

D Hess Small Business Services, LLC Tax Certification Statement 14

E Hess Small Business Services, LLC Sample Disclosure Statement 16(C)

F Applicant’s Organizational Chart 17(A)

G Hess Corporation Standard & Poors, Moody’s and Fitch Credit Ratings 17(A)

H Hess Corporation 2011 Annual Report 17(A)

| Proof of compliance with NGDC bonding/credit requirements 17(B)

J Hess Small Business Services, LLC Professional Resumes 17(B) & 18
K Federal Energy License 18
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1. 'The mame of the Timitad linbifty companylimbied Iinitity pertrorshlplimitod partnesahip in (he Jurisdition in
which it it Formsd:

HEYS SMALL BUSINESS SERVICES, LLC

I The pawne under which by limited Hadllity ronpiay/imiled Fability preinerehip/timited partneniklp propozes to
regivter and do business in this Cammonwsahth i

HESZ SMALL PUSINRSS SBRVILES, LLC

3. The mame of the Jurfsdietion under Gra Jewz of which i watorgenized end the deve of i formalion:

Jurisdiciiog: NEW YORK Dute of Formation: HA2&N159T

A The (o) wdttrzes of it inkin) ogistared offics In this Commomwatih o2 {0 name ority eammerchy! roplitered
+ ofBee provider ond the cousty of venus it

{a) Noraber and strest Chy Stz Zip County
(b} Namr of Commerclal Reglstersd Offer Provitier County
£ T Compontion Svitam Davphin

L

EELTIRL S | L TITEY 3 PP PP

WIOLT 20 PH 3 57
PA BEPT OF STATE




pLsHHER AL T 8

S, Cheek and complers one of the Sollowing:

L—..] The sddrees 0f tha office required 12 be maintelned by 11 in the jorlsdiction of Yis cugantasion by the hws af
that jurdndlevion by

Rumber end siraat City LT Zip
!2] 1L is nat requlved by the trwr of fu jusisdietion of nqeatzation 16 manialn sn fice theruin snd the eddray;
of ita principal office i: -
ONBE HESY FLAZA WDODBR}D{‘)H‘ M [k} ]
Murger erd wiroel City - Bine Zip
r‘:’ﬂ!‘\: LETH nmhul--' JL 1 .w..r.\.

[ S
Limhed Eiabllity fartneribin aad and Lirsing Partntrshis: Complels pase Fraphs T awd §

7. The name and boriness eddrars of pash ganara) pertoar, i
Moo Businpsx Addrear

£, ‘The addrzss of the offlen nt which by Xept u llst ofthe nertes end sddressss of ihe liited ;:rtnm e dheir
expitsd conteibutltn |s:

Numbres gnd alroct C-i;y J'Sﬁm Lip Counry

The regliered pannarhip ersby undertakes ta ki thate eecords unil] its mgistration to do Yurinass In the
Commenweaith I canceied ot wilhdirn

| T TESTIMONY WIHERKOP, the uodsrsigard hye sourad
thls Appliealion o2 R-ywallon 10 ba eipnsd by » guly
suthorizad officetimembny oz munsges idtreof this

dyo! Qcy a0l

HESS SMALL BUSINESS SERVICES. LLC
Hime of muuhnﬂCcmme

pnatory

THEQDOLE XORTH, $ECRETARY
Tiie

Rex, L2211

BAE VIR TE ¥ g i
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HESS SMALL BUSINESS SERVICES, LLG

Mame
rass Corpornton
Jaenes 8, Lekota
Eupan Kutzher
Tom Chamberiin
Steva Havganes
Jotn Behotte
Thoodora Kordh
Chefstoptee J. Matirn
James Deropatic
GallB. Thostasen

Malody Brown

Cwner - FEIM: 134521002

Titty

Responsitie Party-Sofes Tox  Excisa Tax Manager

Officer
DOftficee
Officor
Cificar
Qfficor
OHicar

Otficar
Otfienr

Prasident

Vice Presxian
Vica Prasident
Vica Prasidert
Sacratary
Treasurar

AzsL Serratary
Asst. Serratary

Assl Troavirer

Effectiva
Etfuctlve Oxte %ol rtl ]
oI Tte Srynarshin Qwnemblo Addrms

12815897 100% 11RBITEG7 1 Hess Piazs, Woodbridps, N3 07055
112511997 0% MN/A 1 Hess Plaza, Woodbridge, NS 07095
121612010 0% KIA 1 Haxs Plnza, Woodbexige, NJ 07085
12162010 0% NIA 4 Hosa Plaza, Woodbtidge, NI OS5

VZAR009 0% R/A 1 Hpaa Plaza, Woodbodgs, NJ 07085
121612050 0% N/A 1 Hess Pluazs, Woodbagge, NJ (7095
121162010 0% WA 1 Hess Plaza, Woodbriigs, NJ 07095
12182810 % KA 1105 Averne of tha Amercay, New York NY 10028
181072011 o% N/A 1 Hasy Plaxs, Woodbridga, NI 07095
A0 o% NiA 1 Hoss Plazs, Woodbeitgs,NJ 07055
2R 200 o% HIA 1185 Avarus of the Amercas, Niw Yo NY 10036
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State of New York
Department of State

that STUYVESANT ENERGY L.L.C. 8 NEN YORX Limited
Liability Company filed Articles of Organlzstion pursuant to the Limited
Liabillty Company Law on 11/26/1557, and that the Limited Liabllity
Company i1s exigting meo fay sa shown by the records of the Dapartment.

I Mereby certify,

.
"trogaanr*”

Z00F0280135 * 45

%

lg‘..

} ss:

Yoy

Witness my hand and tha official seal
of the Depariment of State at the Clty
of Albany, this | )th day of March
two thousand and nine.

Dantel Shapiro
Special Deputy Secretary of State
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ARTICLES OF ORGANIZATION
oy
STUYVESANT ENERGY L.L.C.

Oader Section 203 of the Limliad Llakility Company Lew

THE UNDERSIGNED, being s pataral person of st beast eighieea (168) years of age
and aeting as the organizer of the limited Habikity company {the “company™} hercby belng
formed under Section 203 of the Linsited Linbility Company Lew of fhe Siate of New York
certifies that;

HIRET: The name of the limited Uability copspany Is:
STUYVEBANT ENERGY LL.C.
SECOND: The purpospof the Emited linbiliy coxmpsny s

Ta eugage kn sxy laavinl act or setivity for which limied Habilily
sompanies xmay be ornn!ud under the LLCL,

JHIRD:  The county withdn the State of New Vork in which the offise of the
limited Enhility cnmpnnyh ta be Ineated Is Westaheeley,

3 The latest date on which the limited Uabllity company mey dbsolve ks

Buamhersl, 2021,

HRXH: The Setratary of State Is desiguaied as the agent of the Compnay
upon whorn process sgaluyi the Company may be served, The port office adddress fo which
the Seeratary of State shall meil » copy of any process served apor the Company &s: 642
Soniham Blvd,, Bronx, MY, 10453,

sm The Company is o ha managed by ana or more Members,
m The Corapany shall heve the power to Indemnly, to the folf exrent

permitied by the LLCL, 23 amended from Hue {5 Hme, all persons whont themlmd to

indempify pursnant therets,

ENWITNESS WE!‘.REOF, the ugd
kerehy effirms tire foregoing ag true under

Dated Nrw Rochelle, New York
Nevember 18, 1557

PR I 1Y




AMERADA HYSS CORPORATION

RESTATED CERTIFICATE
. or
INCORPORATION



AMERADA HESS CORPORATION

RESTATED CERTIFICATE
ar
INCORPORATION

AMERADA HEGS-CGRPDRATION__ & corporation olganized ang existing under and by virrue of |
the General Corporstion law of the Swate of Deiawara, wasg incorporared under the name
Amerada Corporation, Irs triginal Canificais of Incorporation was filsd with the Secretary of
State of Delawars on February 7, 1520,

This Restate Cartificare of Incorparatinn wag tuly adepted by the Carporation’s Board of
Directars in 2ceordance with the provisions of Bsction 243 of the General Cerporation Law of
the State of Dslawara and only restates and integrates and doss nat forther amend the provisions

The text of the Restmed Crntificate of Incorporation as berewfors amanded or suppla-
menied is hersby restated without furthar amendments 0T ‘Changes 15 read a5 harain set {orth in
full:

FIRST: The name of the Corporarion is

AMERADA Hess CorroraTION,

SECOND: The Corporations regisiered offica in the State of Delaware is locarmd a1 N,
1209 Orang: Streer, in the City of Wilmington, County of New Castle. The name of s TEEiS.
lered apem a3 such address is The Corporation Trus Company,

THIRD: The purpose for which the Corporation is formed is 10 engags in any fawfil aps or
activity for which corporations may be orgenized under the General Comporation an of
Delaware,

FOURTH: The total number of shares of all clasess of Rlagk which the Corporation shall
have zothority 10 isspe is 220.000.000 sharas, of which 20,008,000 shares shal] be shares of
Preferred Stogh. of the par valye of 51 per share {"Preferred Stoek"), and 200,000.000 shares
snall be shares of Common Stock, of the par value of S1 par share ("Common Sock™),

. The designations and 1he powers, preferences and riphs, and tha qualifications, rnitations
or restrictions thereof, of sach class of stock of the Corporation whish ar fixed by this Rastated
Certificate of Incorporaiion, and the =xprest grani of anthority 1o the Bonrd of Diretars of the
Corporation 1o fix by resnburion or resohniong the designations and the powers, prefereneas and
rights of each such class, and tha gualifications, limiations or Testrictions thereof, are ng follows:



SECTION |
PREFERRED Srorg
A. THE PREFERRED STOCK A5 A CLass,

I. General Sharss of ‘Praferred. Stock mAY e fssued S ime 10 1ime iy one or more
series, provided for herein or by the Board of Direciars ag Prrmited hepaby, Ennph seTies shal he
50 designated g5 1p distinguigh 1ha shares therend from the shams of ajf other serias, Al sheres of
Preferred Stock shall ba idmntica) ZXCEE in respacy of the Panienlars fixeyd barein for the saries
Provided for herain and 1he panientars fixed By the Board of Direetars for serieg Provided jor by
the Board of Dirertars ag parminted hersby, AN shares of any one series shall be ideniios] Inalf
FEEPECLS with all the other sharss of stich-seriss, mxemp thay if the shares of such S3TIEs are emitied
10 cumulative dividangs, Bueh sharas fssued difesent vimm may differ a5 19 1he dates from
which dividends shaj] be cumntative, k

1. Dividends, The holders of the Praferred) Senck of each series shayl ba =ntitied 1o repajyva,
whar and as dzclared by the Boarg of Direstors, o of funds legally avajiphis for tha puTpnse,
dividends (if 20y} 21 such rases ag shel! be fxsg for suck sapims hersin or by the Board of
Directors as permirted hereby, a5 the coase 3y be, payabja o stch time o timas gs shal] be fixed
for such serias berzin ar by tha Board of Directars 28 pirmmitied harsby 1 swekholders of rapned
OR the respective record dates, not mipre thag BIXTY nor leas thap tay, days breezding such time gy

umes, fixed for thay purpose by the Board of Drirecior, Atcomulntions of dividands sha not
bear interes:, . )

3 Redemplion.

(8} Right 10 Redeem, and Prics, The Corporation a1 the option of the Board of Direstorg
may redzam the whols op any parl of the shors o Preferred Sing) of any series a; Such umg or

redemption bzing herein rafarred 10 5 the “R'c_clcmptinn Prive® ang the datz fixed for redemp.
tion bing herain referred 1o ag the “Redemprion Dag, Droviged, however, that (he forsgoing
option 10 redesm Part of the shares pf Preferred Stop): of any seria » Otherwise than by a

have been paid pr declarad and gat apart {or BPRYmERL, i ful, JF fewer than al] outstangding

shares of any serjes of Prefeyred Siock are 15 be redezmed, 1he shares of sueh -saries 10 ba

(b} Notice and Efieet of Deppsit of Redemptipg Funds. Noriga af evary suph redemption
shall be mailed 10 the haldars of record af the shages of Preferred Sipok 56 10 be ragdesmed 5
their respestive aodrasses as the sames shall appsar on the books of the Corporation, Such notics
shali be mailed noy less thay 1hiry nor more then sixty days in zdvanes of the Redemption Dae
10 the holders of record of shares sp 1p b2 redermag, :

If. on the Redemption Diate, the Funds necessary for sueh redemption shalj have haep sy
aside by the Corporation, SEPArale and apan fram ji. oinzr finds, in trys for the pro raa benefi
of the holders of 1ha shares 5o called for sedemprion, than, ROtWithsianding tha any ermificans
for shares of Preferred Stock 50 called for redemption shall not hava baey surrenderad for
cencelation, afler the Redempiion Dase the right 1 ecrive dividands herean shap cease in
3CCTue and all righys pr the holders af 1he shares o Preferred Stock 5o saliag for redemption sha)]

forthwith, afier 1he Redemprion Dare, tezse and terminme, =xCipting only tha right of such

2



holders 10 raceive the Redempiion Price for sueh shares but withow interest, and sueh sharey
shall no longer be daemed outstanding, Anv funds g0 521 aside by she Cerpomating and
uncizimed a1 1he =nd of gix vears from the Rederaprion Dtz shal TEVen 1o the ganeral fupds of
the Corporation, afisr which raversion the holders of sueh sharas 50 called for redempting shall
iook only to the Corparation for paymant of the Redamption Pripe,

I{, o or after the giving of such noties but bl tha Redempting Date, the Carporation
snall deposit with ARy rransfar agant for such sharas of Praferead Stock, in, st 10 be applied 1p
the redemption of the shares of Prafarrad Stork 5p callad for rademprion, tha finds necessary for
such redemption. then, afier the date of sugh dzpouly, ait Tights of the hoider of the shares of
Preferred Stock 5o safied for redemmion shall fonhwi:h, after the data of sush deposil, conse and
1erminats {excepting only the right of such holdars 10 raceiva the Redemption Priea therefor b
Without interast and the right 10 exercise on o5 before the closs of business oy the 1hird businas:

day prior 1o 1he Redemption Dats any cohnversion Pprivilags not thersofors expirad), and suek

which shall not be reguired for such redemption bacayse of the exersise of any such vight of
conversion subsagnent tp thas muking of such deposit chall be reruTned to the Corporayion, In
case the holdars of shares of Preferred Stock 56 calles for redemprion shafl 0%, &1 the end of 5ix
yzzrs from the Redemption Dase, have claimad any funds so depasiiad, such transfer agent shaj)
ihereupon pay over 1o the Corparation such unclatmas funds, and such wansfar 2g= shall
thereafier be relipved of zl] Tesponsibifity in respest tharsof 1n S0ch holders ang such holde
shail look only 16 1he Corporation for payman: of the Redemprion Prce,

{c) Swane of Rencouired Shores, Sharzs of any seriss of Praferred Stosk which hava beep
redeemzd (whether through the opsiation of 2 sinking fund pr Othtrwise) or purchassd by the
Corporatien, or which, i converthle, have heen converted into shares of stock of the Corpara.
tion of any other elass or classes, shail, Upbn appropriate filing and Tecording to the mxjem
required by law, have the starme of autharized and unisspad shares of Prefarrag Stogk and may ba
reissued a3 a3 part of any serims pf Praferred Stock provided for herstn or by the Board of
Directars as permited hereby,

B. Prersruzn STOCK, $£3.50 CumuLarve CoNvERTIRLE SERlES,

Thereis hereby created 2 sariss of the Preferred Stock the designation, the number of shares
and the ierms and provisions of which [excep) as Reretofore sm fopm herein) ars an follows:

L. Desigagtion of Series ang Number of Shares, Thi S2rizs of the Praferred Stock shatl be
dzsipnaied “Praferred Stock, 2,50 Crrmilative Conventibls Saries™ {ths 52,50 Curmulntive Pre.
Jerred"), 1o consist of 12,000,000 shares. The Bozrd of Direstors i hereby snthorizeg by resoln-
Hon. 1o intrzase or decrasgs: {out not below the nusmher of shares thareo! than outstanding) the
number of shares of the 53.50 Comulative Praforreg,

2. Dividends, The holders of sharas of 1he E3.50 Cumuplative Preferzed shall pe entitled to
reczive cumplative dividends gt the rata of £3.50 per share BET Ennum in cash, and ny more,
SRR2R; 0 the exient otharwigs permitied by Paragraph 7 of this Subsasting B, payabla quarter)y
on the last days of lanuary, April, July and Ostober i each year, Such dividends shall neerra
and becoms cumulativa, whether or not earned or daclared, &s 1o al shares of the 53,50 Cumuln-
tive Preferred issued op the date of the filing wnder the laws of Dstawars of the Apreement ang
Fian of Merger dated 23 of January 15, 1640 betwesn the Corporation and Hegs Ofl & Chermical
Corporation, from June 20, 1869, and. as 10 eech share of the 53150 Curmulative Praferrad fssued
thereafier, from such date 28 shall make the dividend riphis of such ghare the samp 2= the

dividend rights per share of tha thay ocutstanding sharas of the £3.50 Cumulative Prafermad.

Excapt as 1o dividends permitted by Paragraph 7 of this Sitbsection B, in cast dividends for
any quarierly dividens perivd on al sharas of the 53_3p Cumuiative Prafarrag and ail shares of
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all other seriss of 1hs Freferred Sionk rankinpon a parity with the £3,50 Cumulntive Prafarred B
10 dividends ara oy paid in full, ali sharss of the $3.30 Cumnintive Preferred znd of 2l such
other series shall panicipam ratably in the paymen of dividends for such ptriod in proponiag i
the frll amonnts of dividends for such period 1o which thay ayp respaczively entitiad, Drovided,
however, thay 1o dividend shall b& paid op any such other serisy for any Gividend pariod unil
dividends payahle oy the $3.30 Cumulative Praferred for all dividand parinds prior 10 the first
dividend peripd of any such other series shall have besy paid, or declared and 521 apar jor
paymens, ia full, )

S0 long ag Bny shares of the £3.50 Cumularivae Preferred are owistanding, 1ha Carporasion
shall not declars ang PBY or set apart for peyment any dividands or maks Eny other distribuion
on junior stozk {bring Common Siook or other stook of the Corporation ranking junior to the
Preferred Stock as 10 dividends) and shall not pedser (wheiher through ths op=ration of s
sinking fund of otherwiss), purchese or ptharwixe acquire, be parmye 2ny subsidiary 1o nurchese
or otherwise acpuirs, any shases of such junior s1ock, if at'the fime of making snch declamtion,
bayment. distribnion, redemption, purchass o acouisivion the Corpomtion shall be in dafayly
with resprot 1n any dividend payeble on, oy any ohligation 1 Taure, shares of the §3,50 Curnirla.
tive Prafarred {providad, howeaver, thar, notwithstanding the forspoinp, the Corporation mzy at
any time redsem, porchags gr otherwise scguire sharas of stch junior seopl in exchanpe fur, or
ouf of the net procseds from the substantially cancurrant zals or other issye of, tther sharas of
such junior stock). and the Corporation saall not redemm {whethar through the dperation of
sinking fund or otharwiss), purchpes or otherwine acouire, or permit Bny subsidiary 1o purchage
or otherwise seguire, any shares of dny serias of the Prefarred Stock, or any othey class of siock pf

the Corporation, ranking 510 djvidends O & patity with the 53,50 Cumplative Praferred, if ay

the time of making such redemplion, purehage oraouisition the Corporation ghapl be in defayl

With respect 16 any dividend pavabje on. or any obligarion o Tetiry, shares of (he 53.50 Cumula.
tive Prefervead {pravidedvhowauer.-ihan numﬁthszanding’ the forsgoing, the Corporation may at
any time redsem, purehase Dr btherwise acquire shares pf such-serias or clags in exthangs for, oy
out of the net.pravends from the substantially gonentrent sale or other issee of, pher shares pf

such series or classl,

3. Redemprion, The shares of the 53,50 Cumulative Frefutray 2y nol be redesmss
baiore June 20, 1974, On and afier that days, sueh shares may he redeemed m §150 per share
plus 2n amoans equal 10 alf acerugd ang unpaid dividends therron 1o and inr:!uciing the Redemp-
lion Daie,

4. Ligwidation. 1n the svent of any voluntary pp ihvoluntary éissoluzinn,'iiquidatian or
winding up of the affmirs of the Comoration, afimy PEYME=NL oT provision jor Pavment of the tubig
and other lablities of the Corporaiion and aj) Amounts due in such evant on any class or seriss
of 2ok of the Corporation Tanking prior 1o the § 3.50 Curnulavive Prafarred upon lguidation,
the hoiders of 1hs $3.5p Cumulative Preferred shall pa enlitled to recajyn, from the ney assats of
the Corporation {2) upon volumary dissolutioy, liguidatipn pr winding up of tha affairs of the
Comperation, §1350 par share; or (bY upon involuntary -dissoluion, liquidaion or winding up of
the affnirs of the Corporation, 5100 per share, plus in sither svens s amount smual 1w ap
dividends accrpeg and unpaid on such share up 10 agg inchuding the dats fixed for distribution,
and no more, befors any disirihmion shall b2 made 15 the holders of tha Comrmon Srock or other
stock of the Corpormion ranking junior g e Preferred Siock upen liguidation, nrovidss tha:
the right of 1he holdars of the £2.50 Comutativa Preferrad 5o 10 TEEIVE Suth amoung in any such
event shall not constitga any restriction on the righl; powsar or authority of the Bparg of Diree
‘o158 of the Cornoratian 1p declars and pay dividends or mike any pthes distribution on the
shares of 1he tapital stock of the Corporation, :

Iy upon any such d;ssoi;;liun. liguidation or winding vp of the affaizs of 1he Corporation i
+ Det ass2z shall be insufipiens: 12 permi the paymeny jn fol} of the ‘ESPECTiVe zmounts 1 which



the holdsrs of il butstanding shar=s of the $3.30 Comulative Preferrad and alf pustanding
shares of sinck of the Corporatior ranking on a parity upon liquidation with the $3.50 Cumie-
tive Praferred wpon spek dissalution, liquidation or winding up arp enitied in such even:, the
Entirz remaining nar assers of the Corporation shaj| hs distrihined among the holders of thi
33.50 Comulztive Praferrad and such ather stock: in ampunzs proporionate 1o the full amouns
1o which they ape respeniivaly 5o entitled,

Neither the marger nor consolidation of the Corporation, nor the sel2, lmnge pr con vevanee
of ail or 2 part of i1z agses, shall be deemed 2o he g voluntary or mvoluntary Hguigation,
disselution or winding up of tha affairs of the Corparation within the meaning of this Par.
graph 4. '

3. Foling Righy,

(2) General The holders of shares nf the B350 Comusiative Preferred shall be smitled 1
- one voir for sach share of the $3.50 Cumulative Profarred standing in their namnes oy the hooks
of 1he Carporation in ths election of directors and op any guestion arising a1 any mesting of
siotkbolders of the Corporation at which the kolders of sham: of the Common Stock or other
stock of the Corporation imo which sharss of the $3.50 Cumulative Preferred Stock are at the
lime convertible have the right 16 voie; exeapt that, whenever the conversion ratio af the §3.50
Cumulative Praferred is adjusiad a5 hereinafier in Baragraph 6 provided, the number o7 vate
per share of the 33,50 Comulative Praferred chall be increased o decreased by the proporion
thal the total number of vases 1o which the agerapase of tha sharss of Commen Stogk putstanding
immediatcly prior 1o the svent which camsed such adjustment is envitlad is incrzased or
decreased by such vent; provitied that (i) the rumber of vits per shars shall i no event be
decrzased 1o Jess than ons, (ii) no fractional vots shall result from any such intrepss or desreass,
(iii} if the nusnbar Tesiting from any such increass Or decresss inofudas » fraction which is ane
hall or more, the numbsr of Vaes per share resulting from such incronse or decreass shall inglude
one vore for such fraction, (iv) if the number resulting from BBy such increase or derreac
includes 2 fraction which is iess than one-half, no vote shall b2 includad for such fraction in the
number of voies pry shaye resuhing from such incresss or desrease {unlzss the humbar of vores
per share would he decrsazed 1n less than ong), and {v) at the yime of a0y adiusttaent in the
conversion cailo, all pravions increases and dacrensas in the numbesr of voleg per shars effecmed
pursuan 1o the foregoing shall be distegarded, and the increass or decrease, i any, 10 be affacted
8 @ result of such adjustment shall ba calculaied as i the gvamis which caused afl such previpus
increases and decrapsss oceurred ai the sams time a5 the event which cansed such adjustment.
The holders of the §3.50 Curlative Praferrsd and the Common Stock ghall at all times vote,
Except a5 otherwips provided hersin or reguired by law, togethar a5 ona class, topethar wilh the
holders of any ather series or class of siock of the Cotporatien accorded the right to vore with 1h=
Coammaon Stock tagether ag one class,

{bY Special 45 Clpzs {1} So long as any shares of the 53.50 Comulasive Preferred are om-
sianding. the Corporation shall not, withou the afirmative vore al a duly authorized mEBling or
Wrilen zonsent of the balders of a1 least twothirds of the aggregate number of shares at the time
oulsianding of the $3,50 Cumulative Prefesred and any other saries of Preferrad Stack accorded
such cjass voting right, vouing oy conssnting, as the cace may he, separataly o p tlass withoor
regard 1o series, .

(A) create, or increase the authorized numbsr of shares of, any rlass of steck rapking,
zither as 10 dividends or upon lguidation, prior 1o the Preferrad Stock: or

(B) aher or changs any of the proviss:uns common to the 23,50 Cumulative Prefermd
and 1o one or more other outsianding seriss of Praferred Stock accorded sueh tlass varing
righ so =g adverssly 0 afee 1he prefesences, spacial rights or powsrs given 1o the §3.50
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Cemuiative Prefarred and such other series of Preferrsd Stock. b #0ning in this subdivi-
sion {B) contzined shal) require such a cizss vote or consant in conrection with BNy incraase
in the total number of authorizad shares of Praferrad Stock or the authorization or increase
of amy cless of stock ranking, rither as 16 dividends or upon Hguidation, op a pErity with the
Preferred Stock: op

{C) consolidate with or merge into, or 521 or wansfer ol o substamially al) its propery
and assats to, anpther corporation maiess the corporation resulting from such eonsoitrdating
o1 merge: or 1o which such sale or wanster is mads wil have no avthorized or omstanding
stack ranking, cither a5 to dividends or upon Byuidation, prior 1 the stock wiich the
noiders of the Preferrad Stock receiva in such svang,

(it} S0 long 25 any shares of the £3.50 Cumulative Prafarrad ars nutstanding, the Cormpora.
iion shall not, without the affirmative vore ara duly agthorized M2ETng or written consent of the
holders of a1 lsast 2 majority of the sheras nf the tima ourgtands e of tie £3.50 Cumplative
Preferied and any other sarjss of Prefered Stock accordeg such class vouing right, voting ar
constnting, as the cass may be, separately 25 2 olags without regard 1 S2TisS, Creale, of increass
the ol number of suthprized shares of, any olags of stock ranking, cither a5 1o dividends pr
npon liguidaton, on a parity with the Freferrsd Stock,

() Special s Series, &b long as any sharas of the §3.50 Cumulative Prafarred zra sirtstand-
ing, the Corporation shall no1, withom the afirmnarive voue Al.a duly anthorized meating or
writtsh conseni of the holders of at least two-thirds of 1he aparegate number of shares of the
$3.50 Cumuintive Prefarred a1 tha time omstanding, voting or conssnting, as the eaxe may be,
sparaely as 2 seriss, (i} ereate, or increase the authorized numbsr of shams of, any suries of the
Preferred S0tk ranking, sither as to dividends or upon liguidation, prisrto the £3.50 Comulz-
tive Preferred, (i) ater or change any nf the provigions of the §2,30 Cumulative Praferrad. or
any of the provisions of zeny othar §eriss, s as materially and adversely 1o affact tha praferances,
special rights or powesrs given 10 the 33,50 Cumnlayive Preferred; provided, howaver, that whare
any such 2lieration or change affects one or mora other series of Praferrad Stoak: then butstanc.
Ing in the sams manner, the veting right shall be 25 ga forth in subpzrezraph (b) of this Parg.
graph 3 or (iif) consolidat: with op mefge o, or t2ll-or transfer all ar substantially al} it
property and esse1s 1o, another corporation unless provisian shall be made, 25 2 part of the arTns
of such consolidatios, raerger, sale or transfer, whereby the holders of sharss of the §3.50 Cumy.
lative Preferred outstanding immediately prior 1p such even: shal] ba eatitied 1 receiva, on the
happening of sush evanl, in exchanpe for each such share so hald by tham, 2 steurity of the
corporation resulling from such consolidation or merger or 1o which such sajm ar transfer shall be
made, having dividand, voting and convarsion Tights and rizhte upon iiguidaiinn and rademy-
Lien substantially equivalent 14 such rights s providsd herein for sharas of the $3.30 Cumularive
Praferred, '

{d) Righi 10 Elert Direetors, If ang whenever dividends payable an the Prefared Stogk:
shall be in defanl in an PEEFCEALE 2MOUM equivatent 1o 5ix fufl guzrierly dividends on al) shares
of the Preferrad Stock: at the time owustanding, the number of diracior constituting the Board of
Direcrars shall bz ineraased by vwo and the hoigams of the Praferrad Stosk shapl have, in addition
10 any other voting rights, the sxclusive ant special gy, voling separawsty as 2 class withont
regard 10 serics, 1o slect two parsons 10 Al such direciorships, Whenever such ripht shall hava
vesied, it shall be exerpiged inisiafly 8t the naxy foliowing elaetian of directors by the stockhoiders
and shall continue omril the dividands in def2ult on the Praferred Swock shall have aep paid 1
Tull or funds sufficient therefor sel aside, and, when such dividands are paig or provided for, such
righl shall terminate subject to revasting indhe cvent of mach and every subszquent default ip an
AZETCEALE amiunl equivalent 1o six 0] cuartetly dividends, :
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Al 2ny meating hald for the el=ction of dirsctors ot which the holders of shares of Preferrad
Stock shall have the right, voling a5 2 clast, 1o &lee diractors as hersiy provided, the presence. i
PRTSON OF BY proxy. of the nolders of ane-thirg of the number af sharss of Profarread Steck a tie
ume outstanding shall ha tequirkd 1o conmituze g quorem of such cies for 1 slection of any
dirzetor by the nolders of gneh tlass, Al any such MESHNg or agjoummen theraofl (i} the
absenee of 2 quorum of Preferred Stock shall nat PTEVERt the slaction of diremors Other they
those 16 be alepied by the holders of sharas of Prefurrad Stk voting agp class and the absencs of
E guarum for the election of 5uch pther directors shall ROV pravent the slectinn of the diremor: 18
be eiecied by holgaws of shares of Prafarrad Btack VOIIBE ns 2 clagz, and (1) in the zhaenée of

either or both sush QUOTUMIE, 2 majority of the holdars Dressat in asrson or by sroxy of the stack
or siocks which lack a guorum shall bave power 10 adjourn tha meeting for the elaction af
directors which thay ara entitled to elect from 1ima 16 time, without noties other than 2nnoupes.
ment 8t the mesting, umil a quorim thall be prasant, Tha diresion eleciad pumsiant o thi
subparagraph (d) shal) soree unil the next annpal mesting or unti} their respeetive sncosssare
shall be slected ang shall qualify, provided, howsvar, thay wien the ripht of the holders of th
Preferred Swock 1 elect diresiors as herein providas shal] termingte, the terms of office of af)

rsens so slecied by the holder of the Proferred Siogk shall terminme, ang the inmbar of
directors of the Corporation shali thereupon be such nomber a8 may be mrovided for in the by-
laws of the Comoration itrespagrive nf any increass made pumnant 1o this subparagraph (d),
During any pariog in whith the holdars of shares of Prafecrad Stack have tha Hght 1g 2jag
directors as provided for hemin, a0y vaeancy in the direptors eiected by the holders o1 the
Preferred Stock shall be fijing by the vote of the Temaining director thertofora =lected by the
holders of the Prefzrred Stogk. , -

6. Comversion Righys,

(8} Originat Conversion Prigs, Subjest 10 the rrovisions for adiustmangs hersinafier se
forth, shares of the £3.50 Coumulative Praferrad skiall ha conveanible at the. opton of the holder
thereof, at any time an or after Juna 30, 1570 upon surrender 1 a0y transfer agant for the 33,50
Cumulative Preferrad of the terifiems gr esrtificatag svidencing the shares 50 1o be converted,
inte fully-paid and nonassesssble shares of Commpy Stozk of the Corporating at the smes of 2.2
shares of Common Siork for each share of the §3_50 Cumnulative Preferrad gq surrenidered for
conversion. The right 1g convert sharas of the §3.50 Cumulative Prafarrad called for redemptiog
shall temninale a; tha close of business on the third businage Bay prior 1o the Redemption Dt
Upon conversion, na payment ar adjustment shal bz made fur divid=nds on the shares of the
£3.50 Cumulative Prefarrag oy tonvertad, :

(b} Adiusiment of Conversipn Ratio. The number of sharzs of Commay Stock into which
each share of 1he 53,50 Cumalavive Praferyed ic tonvertible shalt he subjeet 10 adjustmeant from

~

time 1o 1ime only a5 follows:

{i} In caga the Corparaiion shall {A) 1ake a recorg of the holders of the Common Stock for
the purpase of entitiing them 1 teceive a dividend or other distrdbuting payable in shares of
stock of the Corporation of any ciass or saries, (B) subdivide i35 ouistanding shares of Commeon
Si0ek. (C) combine iys cuistanding shares of “ommon Stack intg a smaller mmber of sharss or
{D) issuz by reciassification of iis Cammon Stock any shares of the Corparation af any class or
series, the holder of #ach share of tha $3.50 Cumalative Ereferrad shapl thareafier be entitizd
receive, spen the Lonversion of such sharg, the numper of sharss of siooy of the Carporation
whith h= would have owned or have heap entilled 10 recajvs afiar the happening of any of the
CVEMS described above had such share of the 33,50 Cumnulative Prafarrag beld by him basy
converted immcd:‘aicly prier 1o the happening of suey SVENL such adjustragnt 1n bacome sffep.
tve ameciaisly after the opening of businass OF the day foliowing such record dats or the day
wpen which sush subdivision, combinarion or reclassification beomes effective, 28 the cage ik
be. proviges, Rowever, that no suc:?{ adjustmeon shal) be made in care the Corporation shali {i} o
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any time during the period pritrip the date sey farh in’subparagraph {8)ofl this Paragraph 6 (h
NDi more 1han onee in such Peried) ar (i) 21 any 1ime in 55y calendar year fom not maort than
onee in such calendgy year)take a record of the holders of tha Common Stork Yar s wostncs of
ettitling them 1o receiva 2 dividend payabie in sharss of Common Swock of the Corporation,
anless such dividend exceeds 24% of the nyraher of shares of Comman Sinep; outstanding an the
dare such reeprd i laken, in which cass sueh adjustrment shall bs mads but enly on the basis of
102 amount by wiich the dividend excerds 205 of such numbsr of shares of Common Sipnk
ouiszanding.

When the Comaratipn iakes 5 record.of the holdars of the Coemmog Stozk for the purpose of
entitling 1hem 1 rereive a dividend ar other disvritmion payablr in shares of stock of 1he
Corporation for which an adiustment s ramuired PUTSUART o the precading paragraph. the Cor.
poralion may in the discration of the Bpard of Iiirectors at the fame tme 1ake a record of the
holders of the $3.50 Crmulative Prefarrad for the puspngs of entitling them to recajve 2 dividend
or othzr distribining pavable in such sharas of siock ofthe Corporation in ap amount therznf por
share 2qual to the amount thereof whith the holder of & shars of the $3.50 Comuiariya Praferred
would have been entitled 1o receive hael the share hald by him besn copvaieg immediately pror
1o such taking of a rarard of tha holders of the Commaon Stock, znd, in such =venl ne adinsiman
snzll be mada in the eorversion ratio of the $3.50 Cumulative Prafapreg,

For the purnoses of this stbparagraph (b), 1he term “Common Stosk™ mzans the Commen
Stock znd any pthar stock of the Carporating resulting from-a reclassification of the Comman
Stock or any such other stoek,

{ii} No fracticnal shars of stock of the Corporation shall be issued upon ANY convarsion buy,
in lieu of the jssuance of 15 fraction of 2 shars 0 which the haider wonld otherwiss have bzen
entitled. 1here shall be peid to the halder of tha shares of the 33,50 Crmulative Prafeired stg
rendered for conversion, 25 soon ag practicable after the date such shdres npe surrendered for
conversion, an ameu in cagh cqual 10 the same fracring of the market value of full share of
he stock 10 be recejved upon the conversion, untizss the Board pf Dirzctors shay gstermine 10

i 1 e of fractional scrip cartificatzs or in some otker manner, For
SUCh purpose, the market value of the stook 10 be racaived Bpon the conversinn shall be tha fas
sales price therspf, reguiar way on the New York Biock Exchange, on tha businass day immed;.
alely preceding the dam umon which the shares of the £3.50 Comuplative Preforred are sur
renderad for conversion, or. in ease no such sale 1akes place on such day, the avetape of she
closing bid and agkeqd prices thereof. regular way on such Exchangs an such day, If sharss of the
stock 1o be received UHON conversion are not thap fisted on the New York Stock Exchangs, such
market value shall by determined in the manmar fixed By the Board of Directprs

(iii} No adinsumen; in the number of shares imo which 2ach share 0f the g 3.50 Cumutative
Prefarred i5 convenible shal} he required unless sych adjustment wopld require 2n increass or
decrease of ay jeasy /100th of 2 share in 1he Aumber of shars; inip which such ghare i then
convertible: provided. howsver, (har any adjustments whigh by reason of this stbdivision are nay
required 10 be made shay| “be carried forwarg and taken ing BCCOUSY in any subsequent
2djusiment,

{iv} Whenevar any adivstment is reguired in the shares into which tach share of the 53,50
Cumuimive Preferrag i convertible, the Corparation shall forthwith (A} file with e 1ransfer
R=Dl or transfer agents for 1he sharzs of the 83,50 Cumulative Prefarred 5 Stalement describing
in reasanabie duaf] the adjusiment and the method of calculation used and (B) cause 5 copy of
sueh notice 16 be majted 1n th holders of record of the shares ol the 3250 Cornnlarive Preferred,

(&) Reservarion of Swack for Convzrsions. The Corparation shal) a1 all timas reserve ang
keep available ouy pf its authorized Byt unissusd sharss 1he ull number of shares inte which a))
sharzs of 1he $3.50 Cumplative Praferred from 1ime 10 1ime uistanding ara conventible, b
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shares hali inthe treasury of the Corparation may be delivered, in the Corporation's diseration,
BPOn any conversion of shares of the 3,50 Cuomulative Preferrad,

td) Jssue Toves, The Corporation wiy pay any and a¥ issue and piher 12xes that may be
paxable in resprct of any issue of sharss on convarsion of snares of the '§3.50 Cumuiative Pre-
ferred pursuant hersts, The Cerporation shall not, howaver, be requirad 10 pay any 1ax which
may be payable in respect af any transfer involved in such issue of shares in & name oth=r than
that in which ths shares sn converied ware ragistared, and no such issue shall be made unless and
until the persen T2guesting such issus has paid 1o tha Corporation thz amnount of any such tax, or
has zsizablished, 10 the satisfactinn of the Corparation, that sueh vax has been paid.

1. Dividends in Securitips or Other Propery. In the nvam the Corporation shall pay on any
Slack of the Corperation into which sheret of the 53.50 Cumutativa Praferred are a1 the time
convertible, any dividend or other distribution consisting of seenritiss of ATY rorporation other
than the Carporation, any evidences of indehimdnass of the Corporatinn ar any other assew
{other than dividends 2ad distbutions in cazh or shares of stack of the Corpormtion), it shall on
the same daix pay, an the Shares of the £3.50 Camulativa Preferred, » dividend or distribntion
tonsisting of such securities, evidences of indebadnar ar other assets in an ampun; par share
equal 1o the amoum thersof whirk the holder of s share of the £3.50 Curnulasive Prefarred wonld
have been entitied 1 recaive had the sharz heid by him baeg converted immedistely prior 1o the
1aking of 2 record of the holders of such stotk of the Corporation for the purpose of entitiing
them 10 receive such dividend or disiribmios, such dividend ar distribmion on the shares af the
32,50 Camuiative Preferrad o be payable 10 the holders of shares of the £3.50 Comutative
Freferred who ars holders of record on the books of the Corporation on the same date a5 is nsed
for the taking of 2 rerord of the halders of such stopk of th Corporarion for such dividand or
gistribution. :

8. Ofers of Securivies, in the tvent the Corporation shall offer o sell (by issua of warranis,
righis or options or otherwise) seonrities of the Cornomtion or af any other comoration 10 the
holdiers of shares of zny Siock of the -Corporation into which shares of the 23.50 Cumulative
Preferred are a1 the 1imea convertibie, the Comporatjon shall maks the same pfar 10 the holders of
shares of the §3.50 Cumulative Preferred, giviog 10 each such halder of the £3.50 Cumutlarivs
Preferred the right to purchase at tha ofer priee the Atount of such sscurities whieh sich halder
would have been emvitled 10 purchase had he ronvered ach shars of the 5350 Comulative
Preferred held by him mmmediately prior to the taking of & record of the holders of such szack of
the Corporation for the purpose of entitiing tham 16 racejve such affer, such offer 19 'the holders
of shdres of the £3.50 Cumulative Preferrsd 1o be rade 10 the holders of shares of the 53.50
Curnulative Preferrsd who are hoiders of record on the books of the Corporation on the same
gaLe as is used for the 1aking of a secord of the aolders of such stosk of the Carporation for such
affar,

Y. Restriction on and Notiee of Divideads, Untt] such time a5 shares of the F1.50 Curnua.
tve Preferred shall he canvenible at the option of the holders tharep ag hersin provided, the
Corporation shalt pay yo cash dividend nor maka any other cash distribming on the Common
Stock in axcess of guarterly dividends 21 the euerterly rate of 7% capts per share, with the firm
such dividend i be paid afisr the date of 1he fillng under the {aws of Deiaware pf the Aprermen
and Plan of Merger dated ag of Japuary 15, 1960 beiwesn the Corporation and Hees Qi &
Chemical Corporztion 10 bs caleulzied as 1o amowngy and dae of payment from the Iast date
arior 1o such dase of filing on whick a dividend was paid on the Common Stock of Hes Oit 2
Chemical Comporation.  Afier such Lime as ssares of (he $3.50 Cumulative Preferred shall be
con venible a7 the oplion of the holder thersof as herein provided, and sp Iong 25 any such sharsc
remiain omstanding, in the Svent the Corporation shall declare fi) any dividend or othar distribu-
Hon paveble in shares of ook of the Corporatiop or (if) any cash dividend or Other cash distri.
bution per share on |ha Comraon Siock in exense of 120% of the average of the cash dividends
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znd other cagh distributions per share on the Comrnon Stack for tha four calendar quarers pay
preceding the calendar guastar in which such declararion cours, then, and inany such svent, the
Corporation shal! meil 10 each nolder of the £3,50 Cumulative Praferad at the addrmss of pagh
such holder shown in the siock records of the Corporation a notce sigving the day on which {4
boaks of 1ha Corporation shali elose, or 2 record shall ba taken, for sueh dividend or disribmino
and the amount and charactar of sueh dividsngd or distribution. Such notice shall be mefied a1
least 20 days in advance of sueh day therein specified,

In applying the provisions of this Paragraph § &2 any time afier tha Common Stock shall
have been gplitap or combined or afier the Corporation shall have taken 2 recard of the holdars
o the Common Stock for the purpose of enditiing them 1p regsjvs 2 dividend or uther distrthy.
Han payabie in sharss of stock of the Carporation of any class or seties (other than = dividend
pavable in sharag of Common Stock f5r which no adfustment s required 1o br mede Dursant 1o
subparagraph (b} of Paragranh 6 of this Subsaction B), refershess 10 7k pants per shars" ang
“eash dividands znd distributions” shal] ba appropriately adiusied 1o reflect any such event, and
for purposes of this Paragraph 9, the term "Common Stock"™ manns the Common Stock and any
other stock of the Corporating resulning from a reciassification of the Comman Stork ar any strch
other stock,

C. ADDITIONAL SEpizg o PrErerred STOCL

Authority is haraby expressly pranted 1o the Board of Direcinrs 1o craate angd provide for the
issue of additional seriss of the Preferred Stock from time 10 tme by resoluting gr resointione,
ang, in connection with tha crestion of tach such suries, 10 fix, by the 1esolution ar rasohutions
providing for the creation and issue of shares of such serias, the following provisions of tha
shares of such series, so far a3 a0 inconsisem with the provisions of this Article Fourm
applicable 10 ali serizs of Preferred Siock:

L The designation of such series and the numbey of sharzs which shall Lonstinte such
series:

2. The provisions, if any, for dividands on sharas of such series, and, i provisions are
made for dividends, the dividend rate and the times at which hoideps of shares of such BEriEs
shall be entitled 10 regeive the dividends, whether the dividends shal] bs sumulative, and, if
s0, from which date ar dates, and the other conditions, if any, including riphts of priority, if
any, an which the dividends shall be paid, provided, that the dividend paymen; dater for
shares of any series ranking 2s 1o dividends on 2 perity with the shares pr any other szrieg

shall be the came 25 tha tividend payment dnisg o7 such other sarieg

3. The provisions, if any, for the redesmption or purchease of shares of such series, and, i
provisiens zre mage for redemption, the time or times and the Pries or prices 2t which the

shares of sich series shall be subject 10 redemption in whole or in pary, ang the.othar tarm;
and conditions, i any, on which shares of such series may bt redesmed or purchagad:

4, The rights, if any, 1o which holdess of the shares of such sarjas shall bz enritled in 1he
zvent of any volunzary or involumary dissolntion, Hywidarion or winding up of the affais of
tae Comoration;

3. The sinking fund or purchase fund Rravisions, if any, for tha redemption orpurchags
of shares of such series and, i zny soch fund i5 sp provided for the banefit of such sharse, the )
amouni of such fund and the manner of its appiication:

6. The extam of the voling powers, if any, of the shares of such SATING,

7. Whether or not the shares of such serieg shall ba convertible inta, or exchangenble for,
shares of any other clzss or slasses of stack. or of any series therenf, of the Corporatiag, and,
i 50 convenihie or axchangeahle, the- corvareion gy =xchangs prics op pricsh or ratss, the
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adjustments therant and the other terms and canditions, if any, on which sueh sharas shal
b se convenible or exchangeable: and

8. Any other breferances and relative, participating, aptinnal or other spezinl rights, ang
oualifizazinng, limitaripng oy restrictions tharenf, of shares of surh saries ag are N0t fixed znd
determined nershy,

SeCTion It
CoMMmon Srary

L. ¥oiing Rights, Every holdsr of the Common Stazk ghaj be entitled 10 nne vote for sach
share of the Common Swek standing in his RAME on the bogks af the Corporation,

2. Dividends, Subjee! 10 the provisions of this Arnticle Fourth and any further provisions
prescribed in accardapes hesewith, the holders nf the Common Stogk: shall b mnritled 1 Teceiva,
whzp and as deelared by ths Board of Directors, ow of Tunds lagaliy available for that urposs,
dividands payabla either in tash, 5106k or ofherwiss,

SEcTion I
PREEMPTIVE RitinTs

Except as othearwiss provided in Paragraph 8 of Subsaction B of Sertion ) herenf, o holder
of any of the shares of the Preferred St06k or of the Common Stozk shall be entitled a5 of ripht a
such holder to purchase or 19 subscribe for any shares of stock of the Corporation whaghar now
or hergafier authorized, of bonds, certificates of incicbtcdncss, debentures, or pher Steurities
cenventibie inmo ar carrying spy right tb purchase stock of the Corpormion pf any class, and
sharzs of any such stozk, or such other securities convertibls intp O Larying any right 1o puy-
chase siock, may bs issned and disposed of 1o siach persons and Upon such terms ang for such
l2wiul consideration as may he deerped advisable by the Board of Directaors,

FIFTH: 1. Elections of Direcrors, Elections of Diractors need nop be by written hallo
unless the By-Laws of the Corporatinn shall 50 provida,

1. Number, Election and Terms of Direciors, Exeept a5 otharwise fixed pursusnt tn the
provisions of Artiel Fourry nereod retating to the righte of the holdars of any class or serier of
stock: having a praftrence over the Common Stac): a5 to dividends brupon liguidation 1p Elact
additional directors unter speeifed circumstances, the number of dirattors of the Comomtion
shall be fixed from time to tims by or pursuant 10 the ByLaws, The directors, other than thog
who may be tlected by the hoidars of any olass or series of siop) having 3 preferenes aver the
Common Stock as 10 dividends or upon Houidation, shafl pe ciassified, with TESPECL 1D the 1ime
for which they severally hold offies, ino three classes a3 nearly sgusl in nombar ng possible, s
Gewermined in the manner speeified in the By-Laws, one olass to hold office initially for 5 1z
EAPITing & the annual metiing of stockhoiders ta be held in I9B6, anather clags to hold.office
inivially for a verm expiring at the znnpal mesting of stockholders 1o bs haid in 1987, and another
class 10 hold nffies initiatly for g 1217 expiring at Lhe annual mesing of Btotkhaldsrs 1 b heid in
I9E2. with the membars of tach class 10 hold offics until their mecsssors are slected and guali.
fied. Al each znnual mestng of the siockholdars of ths Corporation, the SUCCES30TS 10 the olass
of tirectors whose temn sxpires at thay meeing shall be elected 1 hold office for 3 1arm expiring
8l 1h® anngei meetiag of stockholders held in the thirg Year following tha Yzar of their slection,
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4. Newlr Cregterd Direciorshins ang: Yacanries, Exeept as otherwise fixed pursuant 1o the
provisions of Anicle Forpry herzof refating 1o the rights of the holders of afly class or saries of
stock having a praference over the Common Siock as 10 dividends or upnn liguidation 10 sleg
Birectorns under spegified tircumstaness, szwly ereated direciarchipg resulting from any inerense
in the number of ‘direciors and AnY vacancies on the Board pf Dirsctars resulting from death,
resipnation, disgualificarion, Temoval or other cause shalj he fillad solely by the affirmative wpte
of a majority of 1he remaining direciors then in offics, mvpq though less than 5 guornm of the
Board of Diremars, Any director electad in accordanes with the preceding sentanpe sha)l hold
office for the ramninder of the full term of the slase of directors in whick the new directorship
was craated or the vasancy ocentrred and until sush GifeCIor's sucemssor shall have been alsgiag
and guzaiffed, Np decrease in the numbear of directoes canstituting the Board of Direcmzjs shall
shorten the term of any incurabant dirastor,

5. Removal of Directors, Subject 10 the rights of the holders of any class or szri=s of stack
having n preference pyer the Common Siook 25 1o tividends pr upon Hguidation 1o alect dirac-
lors under sperified circumstances, any director may be removed from office, with or withou
cavse. but only by the affirmative vate of the holders of at eace 80% of the combined voring
powsr of the then ouistanding shares of capita) stogk of the Corporation antitled 19 VOLe gEnnr.
ally in the sjsetipn of direttors, voring together as 2 singje tlass, :

6. Stockholder dction, ADy action ragpired or permitted o be taken by the stotkholders of
the Corporation must he effected a1 n duly called annps} op spezial meating of such holders and
mzy not be effected by any sonsam in writing by such holders, Exeapt ng otharwiss regnired by
i2w and subject to the rights of the holders of 1Y Clacs or saries of stonk having a prafayencs avar
the Commuon Stoek as to dividends or wpon liguidation, special mesings of stockholders of the
Corporstion may bz oaBed only by the Chairman of the Board or the President, and shal b
called by the Secratary ni tha enuest of the Board of Direciors bursuant 1o z resolution approved
by 2 majority of the sntirs Board of Direcipys, For purposes of this Aniicle FIFTH, the term
“entire Board of Diregtars™ means the totel number of diresiors which the Corporation would
have if there ware o vacancies,

—

7. BuLaw Amendments, Tie Board of Direesors spall have power 10 make, alter, amend
and repeal the Bylaws {(B2cept so far ag the By-Laws adopted by the Stockholders sha); ol
wise provide). Anmy By-Laws miade by the directars vader the powers conferred hereby may ha
alizred, amended or repeaied by the direntors or by the stodkhpldars, wajthstanding the
fofegoing and anything contained in this Restated Certificars of Incorporation 10 the -contrary,
Sections 7 and 10 of Article HI, Semions L, 6 B and B of Ariple IV and Aricle X1V of the By
Laws shai) not be aliered, amended pr repealed and ng PrDvision incansisten; therewith shall be
adopted without 1he affirmativs vate of the holders of at 1nast R0%; of ths combined VOting power
of all the than ouistanding shares of capital stock of 1he Carporation antiyien 10 vols penaraliy in
the slection of directors, vOling togather as 4 single clags,

8. Amendmeny, Repeal, err, Nowithstanding anything containad in 1his Restated Cenis.
cate af Incorporation 10 the Contrary, the affrmative vata of the holders of at least BO% of the
combined ¥oiing power of all the then outstanding sharas of tapital stosk of the Comporation
srtitlad 10 vore Eenerally in tha elemion of dirzotprs, VOlng 1opethar g o siple class, shall be
rguired 1o ajter, amend, 260pt any provision Inconstsent with, o7 repeal, this Article Frrry o
any provizios harenf

SIXTH: In furtheranes and not in Bmitation af the powers conferrad by siatute, the Bazprd
of Direciors js exprassly anthorized:

To make, aitar gr repeal the By-Laws, Any By-Laws made by the Board of Direstars nnder
the powsr conferrad hersby may bx aliered or repealed by the dirscrors or siockholders,
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From ume 15 time, withom the assent or voie of the sinckholders, to fix the times for the
deptaration and paymem of dividends, and 10 ix the 2monm w be reserved as working capital,
over and above hs capital sioek paid in, and t0 anthorze and cause 10 ke execured MmOripages
and liens upon a) tha property of the Comoration or any part theres!,

From time 1p time 10 sell any or all of the then upisseed capital stock of the Corporation,
whether the same ba any of the priging! of is zapital or of any inereass thereof, withow {subjec:
10 the terms heranf) firs ofiering the same 1o the stockhoiders than existing, and 2§ such sales
may e made upon such terms and conditions 25 the Board of Diresiars may deem advisable,

From time 1o time 1o detarmine whether and 1o whal exient and 21 whay times antd pliem
and under what conditions and rapulations tha Actounts and books of the Corperation (nther
than the stonk ledper). or any of them shall be open 10 the inspection of the stockholdars; and g
siockholter shall have any right of inspecting 0% account. book or docwimant of the Carpara.
tion, =xoept ag conferrad by stame, unlzss anthgrized by rasolution of the stockholders or

diractors,

fthe Bv-Laws gp provide, 10 dasignate two or more of its numbear 1p CODSHNe an Exesusive
Comminee, whish Commitiee shall for the time being, g3 pravided by resohirion of the Board of
Directars or i the By-Laws of the Corparation, havs and exercise any or all of the powers of the
Board of Directors in the management of the businzgs png affairs of the Corporarion, and have
powes 1o muthorize the sasl of tha Corporation 1o be affived 16 8l papers which may ranmire it,

The Corparation may in its By-Laws confar Powers upor its directors in addition 1o the
feregoing and in additian to the powers and authorities expressly conferrad upon them by e
Statute. ) : ,

SEVENTH: A sale, lzzse or exchangs of all or subszantia}iy all of the Bropeity and agser of
the Corporation shall require the authorization thereof by the affirmative vote of the hoiders of
1wo-thirds of the stock issued and outstanding having voting power at 2 stockholders meeiing
duly cafled wpon at jean 20 davs notice containing notice of tha Propased sale, lense oy txchange,

EIGHTH: The Corporation Teserves the right 1o amend, glier, change or fepeal any provi.
510N contained in this Restared Certificate of Incorporation, it the IBETINET NOW OF hmreafter
prescribed by stavnes, and all riphts conferred “Pon sinckholders hersin ars pranted subjart 10
this reservation,

NINTH: The following provisions shall apply in addition to any othar 2firmative vom
required by law or this Restared Cendficaie of Incomporating

SECTION |

"CERTAMN Busivess CoMNaTIONS

The afirmative vote of the holders of not less than twowthirds of the outstanding shares nf
Voting Siook fas hersmafiar definzd) held by stockholders other than the Acquiring Perspy {2
hereinaher defined) wih which or by or o5 whose behalf, directly or indireetly, 5 Businass
Combination {2 hereinaiier defined) is proposed, voting a5 2 sinple class, shall be mquitad for
82 approval or authorization ‘of such Businass Combination, Notwithstanding 1he foregoing,
the twouhirgs VOUNg reguiramant shull nol oe applicable i such Hysiness Combination i
approved by the Corporation’s Board of Direetors priorip the Acquiring Person bicoming such
or i the cash or fair market valus pf the Preperty, secivities ar other consideration 1o pe receivag
per share by holders of sharas of each class of Voring Siock i sueh Business Combination as or
he d2te of conenmmation thereof is an ampun niot 1255 1han tha bigher of (a) tha Highest Per
Share Price or the Highes! Equivalen: Frige {85 thasa yerms apa hareinafier dzfined) paid by such
Acguiring Person in acquiring eny of jis hoidings of Vorng Stock, ang {b) the Fair Marker Prigs
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Seemion 17

DEFINITIONS, Ete,
For purposss of this Aricle Nintw:

L. Busines; Combination, The term Y Bwinevy Combinaripn™ shall mean (z) BOY merper or
consoliation af tha Corporation or 2 subsidiery of the Comoration with or inp an. ACtnriring
Person, (b) any sale, ease, exchangs, transfer or other ﬂisnnsiticn, including withou; Hmittign,
3 IROTgage o1 any other sexurity devies, in 5 single transaption or ralated saries of iransaciiong,
af ali or any Substantip) Pan {2¢ bereinafiar dehned) of the HSRele either of the Corporation
{including withput limitation any voiing sacuriting af a subsidiary) or of 8 subsifiary of ths
Corporation 1g ay Acaniring Parson, fc) any merger or consolidating of ap Acquiring Peron
with or ing the Cerporation er 2 subsidiary of the Corpuraﬁon, (d) any saje, leage, exchanpe,
ransfer or other disposition, inchuding withom limiration g mOrigage or athay ssority deviee, §n
7 single transaction nr related series of transactions, of ajf or any Substantial Pars of the agsare of
30 Acguiring Persen 1o the Corperation gr z subsidiary pf the Corporation, (%) the iscuangs of
any securities of 1he Carporation oy 5 subsidiary of the Corporatiog 10 an Acguiring Parsop,

Uon proposed by or on bekaif of an Acouiring Pcrsnn, tnless the surviving or consolidated
torporation, as the page may be, has 2 Provision in j1g eertificars of incorporating subsxamially
idemical 16 this Article NINTH, ang {i) any agTeement, oontract o other arrangemens providing
for any of the transactione destribed in this tefnition of Busines Combination, 4 person who
is an Acguiring Parson pg of {x) the time any definitiva agresment refating'ig 5 Business Compi.
aaven is antapeg imo, {y) the fecord date for the etermination of stackholders =ntitled 1p notiee
of and 16 vouz op a Bosiness Cnmbinaiiun, or {2 imm:diatcly Prior 10tha cOnsUmmation of 2
Business Combination shall be deernag an Acquiring Permnn for purpasss pf this definiting

under the Seourijes Exthange Act of 1934 8510 25ert af Marsh 2, 1983 {ca!l:ctz'vcly, and as sn in
effers, the "Exthange AT and with any other individug], corporation (othay thay tha Corpo-
ratipn}, partnership or other PEISON Of entity with whigh it or they havs RHY Bprecmen; ArTangs.
ment or understanding with TESPEC 10 Acquiring, holding, voting or disposing of Voting Bioek,
Beneficially Owns fas defined in Rue [3d-3 of 1h:‘Exchang: Act)in the 282repats 20% or mors or
the BUisianding Votin 5 Stock ol the Corporation, 4 PETSON O entity, its Afitliares ang Associates
and all such gther PEISONs or entitiss with whom thay have any such agrerment, Arang=mant or
undersianding shall be dearned o single Acguiring Person for purposes of this Artinls NinTH,

3. Substaniiol Pay, The term “Substantial Fart” shalf meap ap amount equal 1o mpre than
20% of tha fajr marks value of the 1012l consolidaiag assers of the Corpratiprn and its sub.

sidiaries mken ag 5 whole s of the eng of' 115 most rapen; fiscal y=ar andeg PTIOr 10 the time the
determinatiog is being made.
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4. Rights 1o Aeguirp, Without Jimitazinn, Eny shars of Voting Stock of the Corporatian tha
any Acouviring Person hag the tight t0 ageuire g1 any time (nmwi!,hsr.anding that Role 13d.3 of
the Exchange Ao dezme-such shares 1o ba beneficially pwned only if suth right may be sxercised
wi:hiszé&.dug}— PUTSHANT 10 any agrasment, ar UDON ex2rzise of conversion fights, warrants or
optfene drotheruiss, shall be dermed 1o be Beneficially Oumed By the Asguiring Persay and
be owsianding for purposes of Paragraph 3 of this Ssotion 1L

3. Other Considermtion 10 Be Received, For tha PArposes of Seetion | of this Article NivTe,
1h2 1amm “other consideration 16 be repeived ™ shall inchedp, withowt limitarion, Common Swock,
Preferred Siock pr oiher capital stock of the Cotporating T2tainsg by i1s existing siockhnldars
Othzr than e Acquiring Person with which ot by or o1 whas behalf, diractly or intdirectly, 2
Busintss Combinatinn has bean proposed or other parties 1o such Busineer Combination in 1he
#vam of 2 Business Combination in which the Corporation i the surviving corporation,

6. Voiing Stack, Tha term "Folng Stocic*” shay mean all of the ontstanding sharss of
capital stock of the Corpuration envitled 10 vote DD each matier on which the holders of record of
Common Stoek of the Corporatian shal] ha entitled 1o vote, and each refarenen 10 a pereemiage of
sharzs of Voling Stock shall refer 16 such pereentage of the vpas 2ntitlad 0 be cagy by such
sharey ' )

1. Time of Acouisirion. an Arquiring Person shal] he tdesmed 1o have acquired a shars of
the Vating Stock of the Corporation at the time when such Acquiring Person bezame the Benes-
cial Gwner thersof The pries paid by an Arguiring Perspp for suzh shares held by a BErzon or
EMITy af the tima it became parn of sueh Acouiring Persan gha)) be desmed 1o be the higher of (a)
the price paid upon the acquisition thereg?” by sueh parsog op entity and {b) the matket prics of
the shares in gquestion at the time when guch SISOn O entity brcems part of such Acruiring
Perzon,

E. Highest Per Share Frice: Highest Eguivalen Frice. Ths terms “Hiphest Por Share Price™
and “Highest Epuivatens Pripe- as used in this Artiele Ny shall mean the following: If thereis
only one cizss of caphal stonk of the Corposation issued and butstanding, the Highest Per Shars
Frice shall mean the highast per share price that can he detrrmined 15 have heen pajd a1 any time
by the Acquiring Person by or on whose brhalf, directly or indirectly, the Bausiness Combinmion
has been prongsad for any share or sharas of tha class of eapital sipek. If thers is more thag ant
class of capital sioek of the Corporarion jssued angd ometanding, the Highan Equivaleny Pripe
shall mezan, with FESPECL 16 each ciass and serieg of capital siosk of the Corporation, tha highest
PEr share price enuivajen of the highest pries thag can b2 detarmined 1p hava been paid n1 anpy
time By such Aequiring Person for any share of shares pf any class or sariss of capital stozk of the
Comperation. In determining 1he Highest Per Share Pripe and Highest Equivalen: Prics, af)
Durehases by an Acqguiring Person shail be taken intg account rapardises of whether the ghares
were purchesed before or afier the Aeguirtng Persan bzeame ap Acquiring Parsan, Also, the
Highest Per Share Price and the Highest Equivalen: Prica shal inelnde any brokerage commis.
sons, transfer wmxes angd soliciting dealers' fees paid by the ACQuiring Person with rEspery to the
shares of capizal siock of the Corpurating azquired by ihe ACoUiring Person, The Highngt Day
Sharz Price and 1pa Highest Eguivalen; Price shall b appropriately adjusied 1n take in1o rereun
stock divirdends, subdivisions, combinations apg reclassificarions,

& Fair Moarker Pripe The term “Fajp Marker Frice™ shag mean for any class of Voring
Statk the highes Closing sale price dury i i
guestion of & share pf sych eciass of Vating S0tk on toe Compogia Tape for New York Soc
Sxachange-lisied 810¢ks, or, if such clags of Voting Stozk is no: quot=d op the Composite Tapz, an
the New York Siopk Exchange, or, if sueh tless of Volng Siogk i no1 istad pn sunh Exchange,
on the principal Uniieg Siates securities exchange regisiered unday the Secprivjes Exchengs Ap
of 1934 on which such tlass of Voring Stosk s listed, or, if such class of Voting S1ock s am tisted
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% any such exchanga, the highegt closing bit quoration WIth Yespect 10 8 shara of such class of
Voting Stack during the 30:dey prried preceding the daw i guestion on the Nmiong| Assooia.
tian of Securitiag Deralers, Ine, Antomates Quotations Systary OF any System then in use, or i o
SuCh fquolations arz zvailable, the fair marks value on the dma iy question: of 2 share of suech

stoek,

Secmion I3
AMENDRIEIGY .
The provisions gag forth in this Amice NINTH may not ke amended, ahsesd, changed or
repealed in eny raspacy unizss such action is approved by the afirmarve vor: of the holders of
not less than twoahirds of tha putstanding shorag of ¥oling Stosk nf the Corparation a1 y
meeting of the soekholdars duly called for ths consideration of such Emendment. ahteration,
cthange or repeals provided, howevar, thar i such action has baey praposed, directly or indiractly,
en behalf of an Acquiring Persan, it must alsn be approvad by the afrmarive voe of the holders
of not l=sz than rwo-birds pf the outstanding shurar af Voting Stock hatg by the stockhaiders

TENTH: A dirscror of the Corporation shajj not b2 prrsonshy liable 10 ¢ Corporation or
its stockholders for Mmonetery damages for hreach of fduciary duty gs 5 dirsctor, cxeapt for
Liability which would otherwise exist pnder applicabls law (i) for any breach of the diractors
duty of loyally 1o the Corporation or j1s stockholders, {ii) for acs or omissions not in good faith
or which invalve intentional miscondect ora knowing vinjgtion oflaw, (fii} wndsr Section 174 of
the General Corporation Law of the S of Delaware or {iv) for zny iransacting from which the
director derived ap improper Personal benefit, Any repeal or modificatinn of, or adoption nf any
provision of this Resiated Certificats of Incorporation inconsisian with, this Amicls Tayy by
the sinckholders of the Corporation arin any othsr manner gs may be permitted by law shal] be
prospeclive only and shall not adversely afan any lmiavon pn the personal lizbility of &
director of 1he Corporation Existing 21 the time of such repza), madificatinn pr adoption,

I WiTnEse WHEREOF, this Restated C.':r_ziﬁcm of Incorporation-har been executed on behalr
of Amerada Hess Corporalion by its Chairman of the Board, nnder jig Corporae s=al ang
allesied by jis Seeretary this August 15 1988

AMERADL HESS Corragatian
icorroRATE 8141

By: LE0N Hess
Choirman of the Board
Allest CARL T, Tupy
Sezretary
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CORPORATION”, CHANGING ITS NAMEZ FROM "AH{EPADA BESS CORPORATION"
TO "HESS CORPORATION", FILED IN THIS OFFICE ON TEE THIRD DAY OF
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CERTIFICATE OF AMENDMENT OF SRV 060437022 - 0DDDL7 Fme

RESTATED CERTIFICATE OF INCORPORATION OF
AMERADA HESS CORPORATION

’ Amerada Hess Corporation (the “Corporation™, » corporation organized and
existing ender ths Genera! Corporation Luw of the Sts of Delaware (the “DGCL™), doss brreby
cerhify thet

The smendments o the Restated Cartificats of Incorporation of the Cotporation
set forth below have been duly adopted in actordance with the provisings of Section 242 of the
DacL:

Asticle FIRST of the Restated Certificats of Iacorporation of the Corporation is heroby
deleted in frs entirety and the folipwing inserted in lien therep®

FIRST: The name ofthe Corpotation is
Heas Corporation,

The [irst paragraph of Article FOURTH of the Restated Cartificate of Tncorporation of
the Corporation is hereby deleled in its entirety and the following inserted in Fou thorof:

"FOURTH: The total number of shares of aT] classes of stock which the
Corporation shall have mithority fo issus is 620,000,000 shares of which
20,000,000 shures shall be shares of Prefarred Stock, of the parvalue of $1 par
shere (“Freferred Stack”™), and 600,000,000 sharss shall ba shares of Common
Stock, ofthe par valus of §1 per shars (“Common Siock™),"

IN WITNESS WHEREOF, the Comporation has caused 1his Cartificate of
Amendment to bz duly axvepited and agknowledged by 1. Barclay Collins, its anthorized officer,
in accondance with Seetion 103 of the DGCL,

AMERADA HESS CORPORATION

Dated: May 3, 2006 By:

SV OFTICBIAAIR HAME CHANG I et ket ansrala i (iewp DOE
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HESS CORPORATION
By-Lows

ARTICLEL
OFFICES

SECTION 1. Registered (ffice. "The registered office shall be in the City of
Wilntington, County of New Custie, State of Delawore.

SECTION 2. Other Qffiees. The Uorporation may also have an office in New
York, New York, and offices at such other places within or without the State of
Pelaware o5 the Board of Directors may from time to time designate or the business
of the Corporation may require.

ARTICLEIL
SEAL

The corporate scal shall have inseribed thercon the nmne of the Corporation, the
veer of its organization and the words "Corporate Senl, Deleware”, The senl mey be
used by causing it or a fresimile thereof lo be impressed, affixed, reproduced or
otherwvise used.

ARTICLE IiL
STOCRHOLDERS' MEETINGS

SECTION 1, Place. All meetings of the stockholders shall be held at such place
either within or without the Stete of Delaware as may bz fixed by the Board of
Directors,

SECTION 2. Damze and Tine of Annual Meeting, An annun} meeting of
stockholders shali be held o the date and at the thoe fixed by the Board of Directors,
wlen the slockholders shall elect a Board of Directors and transact such other
business as may property be brought before the meeting,

SECTION 3. Qheorum and Adjourmnent. The holders of a majority of the stock
issued and ontslanding and entitled to vote therear, present in person or represented by
proxy, shall be requisite and shall constitule a guorum at oll meetinps of the
stockholders for the trensaction of business excep! 25 othenwise provided by the
General Corporation Law of the State of Delaware, by the Restated Ceriiflente of
Incorparation, or by these By-Laws. If] Liowever, such majority shall nol be present
or represented ot any meeting of the stockholders, the stockhalders entitled 1o vote
thereat, present in persan or by proxy, shell have power io adjourn the mecting from
time to time, without notice other than onnowncement at the meeting, unti] the
requisite amonnt of vating stock shall ba proseat. At such edjowrned maeting a1 which
the requisite amount of voting stock shell he represented, any business may be
transacted which might have been transacted at the mesling as originally notified,
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SECTION 4. (a) Foting. Al cech migeting of the slockholders, every steckholder
having the dght o vote shall be entitled to vote in person, or by proxy appointed by
an istrument in writing subacribed by such stockhiolder or by his duly authorized
attomey and bearing a date not wmore than three yems prior to seid merting, unless
said instrument provides for a lenger period.  Exeept os otherwise provided by the
General Comporation Law of the State of Delaware, by the Restated Certifieate of
Incomoration, or by thesc By-Laws, in all matters other than the clection of directors,
1he affinnative vote of 4 majority of the sheres present in person or Tepresented by
proxy at the meeting and entitled to vote on the matier shalt be the act of the
stockhelders.

(b) Pracedure for Election of Directors; Required Vote. Election of dircetors at
ail meetings of the stockholders at which directors are to be elected shail be by ballat
and, subject o the sights of the holders of any class or series of stack having a
preference over the Common Stack a5 to dividends or vpan liguidation to elect
sdditional directors under specified eireumstances, a majority of the voics cast at any
meeting for the election of directors ot wlrich & grorum is present shall elect directors,
For purposes of this By-Law, 2 majority of vates cast shall meas that the number of
shieres vored “for'™ a dircctor's clection exceeds fifty per cent of the number of votes
cast with respect to that director's election. Voles cast shail mchide votes 1o withheld
authority in each cose aud exclude abstentions with respect to that diractor's clection.
Nowwithstanding the foregoing, in the event of 3 contested election of directars,
directors shall be elected by the vote of a plurality of the votes cast at any meeling for
the election of divectors at whish 5 quoram is present. For purposes of this By-Law, n
contested electinn shall mean any election of directors in which the number of
candidates for election as directors exceeds the number of directors 1o be elected, with
the determination thereof being made by the Secrelary as of the close of the appliceble
notice of nomination pertod set fodh in Section | {b} of Article IV of these By-Laws,
tased on whetlier one or wore notice(s) of nomination were timely filed in accordance
with said Section [(b); provided, however, thet the determination that an election is a
“contested clection” shall be determinative onfy as to the timeliness of a notice of
nemination and not otherwise as to its validity. 1F, prior 1o the time the Corposation
mails its initial proxy statement in connection with sueh eleetion of directors, one or
wmore natices of nomination are withdrawn such that the number of candidates for
election ay director no longer exceeds the number of directors to be clected, the
election shall not be considered & contested efection, but In o}l other CA5CS, ONCe an
cicetion is determined to be 2 contested election, direcors shall be lected by the vote
of a plarality of the votes cast.

(t} Director Resignations. To be cligible to be o nominee [or elsction or
reelection as a director of the Comporation, a person must deliver (in sceordance with
the time periods preseribed for delivery of notice under Section 1{b) of Asticle TV of
these By-Laws) to {he Secretary at the principol executive offices of fhe Corporation a
written representation and agreement {in the form pravided by the Secretary vpon
request} that such person will abide by the requirenents of tis Section 4fey of Article
1T of these By-Laws, If a naminee for director who is an insumbent director is not
elected and no seccessor has been elected at such meeting, the dicector shall promptly
tencler his or hor resignation to flie Board of Directors. The torporale goveniznee and
nominating committee shall make a reconnmendation to the Board of Direclars as to
whether to accept or rgject the tendered resignation, or whether other action should be
taken, The Board of Directors shall at2 on the lendered resignation, taking into

Amerdment
authorized and
effective February 2,
2011,
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nceount the corporate govemance and nominating cormmitzee’s recommendalion, and
publicly disclose {by a press releass, a filing with the Securities and Exchange
Commission or other broadly disseminated means of comummication) jts devisien
regarding the tendered resignation and the rationale behind the decision within ninety
days from the dote of the cenification of (ie clection resalts, The corporate
govennce and nominating committee in making its seconmendation, and the Bosrd
of Directors in making its decision, may ezch consider ary factors or other
information that it considers appropriate and relevant, The director wha fexders his or
her resignation shail not participste in the recommendation of the corpotale
governance and rominating committee or the deeision of the Board of Directors with
respect 1o his or her resignation. 1T such incumbent director’s resignation is not
accepled by the Board of Directors, such direclor shalt continue to scrve unti] the next
annuz] meeting and wntil bis or her succeswor is duiy elected, or his ar ker earlier
resignation or removal  If o director’s resignation is aceepted by the Board of
Directors pursuant to this By-Law, or if a nominee for director is not eieeted and the
rominee is not an inenmbent director, then e Board of Directors, in its sole
diserelion, may fill auy resulting vacancy pursuant to the provisions of Section § of
Article TV of tiese By-Laws or may decrease lhe size of the Board of Direclors
pursuant to the provisions of Section 1(a) of Article IV of thase By-Laws.

SECTION 3. Notice of Annire! Meetings. Written notice of the annual niecting,
stating the piace, date and hour of the meeting, shail be delivered in persen, or meiled
postage prepaid, to each stockholder entitied to vote thereat at such address as appedrs
on the recards of tite Corporation, not fess than ten nor more than fifty days before the
date of the meeting,

SECTION 6. List of Stockfvlders, The Seceotary shall prepare end malke, at least
ten days before every meeting of stockholders, a complete list of stockholdars entitled
t0 vole at said meeling, arranged in alphabsticat order, and showing the address of
encl stoekholder and the nomber of shares registered in the name of each stockholder,
Such list shall be open to the cxamivstion of any stockiwlder for any purpose
germane 1o the meeting, during ordinary business hours, for a period of at Jeast ten
days prior to the meeting ¢ither at the place where the meeting s to be heid or 2t
place specified in the notice of meeting within the city where the mecling is to be
held. Such list shall be produced and kept at the time and pleca of the meeting during
the whole time thereaf, and may b inspeeted by any stockholder who is present.

SeCTION 7, Call of Spetial Meetings. Except as otherwise required by law and
subfect to the rights of the holders of any class or serics of stock having a preference
over the Cormmon; Stock as to dividends or upon liquidation, special meetings of the
stockhelders for any purpose or purposes may be colled onty by the Chairman of the
Beaord or the Presideat, and shalt be called by the Secretary at the request of the Board
of Directors pursuant to a resolution approved by a majority of the entire Board of
Directors,

SECTION 8 Business at Special Meetings. Busincss transacted ot all specin)
meetings shall be confined to the purpose or purposes stated in the notice.

SECTION 8. Notice of Speciul Meetings, Writien notice of a special meeting of
stockholders, stafing the place, date nnd hour of the meceting and the purpose or
purposes for which it iz called, shall be delivered in person, or miled postage
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prepaid, at least ten days before such maeting, to each stockholder entitled to vole
thereat at such address as appears on the records of the Corporation.

SECTION 10, Stockholder Action: How Token, Awy action requited or permitted
to be teken by ihe steckholdess of the Comporation must be sffected af 2 duly enlled
annual or special meeting of such holders and may not he effected by 2ny consent in
writing by such holders.

ARTICLEIV,
DIRECTORS

Secrion 1. {n) Manber, Blection wud Terms. Except as otherwise fixed
pursaent ta the provisions of Article FOURTH of the Restated Cepificate of
Incorporation relating to the rights of the hotders of any class or series of steck having
a preference over the Conuynon Stock ss te dividends or upon Jiguidation to elect
additional directors under specificd cirenmstances. the number of directors shall he
fixed from time 1o thne by the Board of Directors but shall not be less than thres, The
directors, other than these who my be elested by the holders of any class or series of
stock laving o preference over ihe Common Stock o5 to dividends or upon
liquidation, shall be classified, with Tespect 1o the time for which they severally hold
office, into three classes, as nearly equal in mumber as possible, as detenuined by fie
Board of Directors, one ciass to bold office initially for a tenn expiring at the snmual
meeting of stockholders to be held in 1986, another class to hold office initially for a
lerm expiring at the anmal meefing of stockhoiders 1o be held in 1987, and another
class to hold office initially for a term expiring at the annual meeting of stockholders
o be held in 1988, with the members of esch class to hold office until their
successors are glected and qualified. At eacli annual meeting of stockholders, the
successors of the class of directors whose term expires at that meeting shall be clected
lo hold office for a term expiring at the annual meeting of stockholders held in the
third year foilowing the year of their election,

The term “entire Board” as used in these By-Laws means (he total number of
dircetors which fhe Corporation would have if there were no vacancies,

{5 Stockiolder Nomination of Birector Candidates. Subject to the rghts of
holders of my class or series of stock having a preference over the Comnion Stock as
to dividends or upon Yquidation, neminations for the elestion of directors raay Le
made by the Board of Prectors or a conmities sppointed By the Boad of Dircetors
or by any stockholder entitled to vote in the election of directors generally. However,
any stockheider entitled to votc in the election of directors generally may nominate
ong or more persons for election a8 dircetors ot a meeting only i wrilten notice of
such stockhoider’s intent to make such romination or nominations has been given,
either by personal defivery or by United Stotes mail, postage prepeid, to the Seerotery
of the Corporation not later than (1) with respect fo an election to be hekd at an onnoat
seeting of stockholders, ninety days prior to the snaiversary date of the immediately
preceding annnal meeting, and (i) with respect to an election to be held at a special
meeting of stockholders for the election of direstors, the close of business on the
teath day following the date on which notice of such meeling is first given to
stockholders. Each such natice shall ser forth: {2} thic nome and address of the
stackholder who intends te make the nomination and of the Person or persons to ke
nowinated; (1) a representation that the stockholder is 2 holder of recard of stock of
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le Comporation entitled to vore at such meeting and intends to appsar i person or by
proxy al the nieeling o nominate the person or persons specified i the notice; (&} a
description of all arangenents or understandings between the stockholder and each
neminee and my ofher persen or persons (raming snch person or persons) pursuant fo
which the nomination or nominations are 1o be made by the stockholder; (d} such
other informution regarding each nominee proposed by sueh stockholder as would be
required to bo included in a proxy statement filed pussnant to the praxy rules of the
Securities and Exchange Commission, had the nowinee been noeminated, or infended
to be nonvinated, by the Board of Directors; and (e) the consent of each pominee o
serve as ¢ divector of the Comoration if so elected. The presiding officer of the
meeting may refuse to acknowledge e nomination of any person nal made in
compliance with the foregoing precedure,

SECTION 2. Powers. In additien t3 the powers and autharities by these By-Laws
expressly conferred upon it, the Board of Direciors mey exercise ail such powers of
the Corporation and do ali such Inwfal aels and things as ave not by flic General
Corporation 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
exclusively by the stockholders,

SECTION 3. Expenses end Fees,  Bach director my be allowed expenses, if any,
for aticndance at gach regular or special meeting of the Board of Directars and of any
committee thereof, and each director whe is not an emplovee of the Corporation or
any of it's subsidiarics shail reezive for services rendered s 7 director or a8 2 member
of any committee of' the Board of Directors such compensation as may be fixed by the
Board of Directors. Nothing lierein contained shzll be construed 1o prechude any
director from scrving the Corporation in eny other capacity tnd  receiving
catpensation therefor,

SECTION 4. Organtization Meering.  As soon a3 practicable after the annual
meeting of the stockhiolders, a meeting of the newly elected Board of Dirccters for the
puspost of orgenization and the clection of ofTicers and otlerwise shall be liekd upon
the cell and notice specified in Section 6 of this Article,

SECTION 5. Regnfar Meetings, Regular meetings of the Beard of Directors sliail
be held without noticc at the grincipa! uffice of the Corporation in New York, New
York, or at such other place within or without the State of Delaware ag shall be fixed
by the Board of Dircotors, at such times as shall be determined by the Board of
Directors,

SECTION 6. Special Meetings. Speciat meetings of the Board of Direciors oy
he cailed by the Clhoirman of the Bosrd or the President, on hva days’ notice to each
director, personally, by mail or by iclegram, and shall be ealted by the Secretary in
like manner and an like natiee on he written request of a majorily of the entire Board
of Dircctars. Special meetings of the Board of Directors shall be held at ihe place and
tinte desipnated in the notiee of mecting,

SECTION 7. Quorum. Atall meetings of the Board of Ditectoes at least filty per
cent of the directors then in office shall be nccossary and sufficient to constitute 2
quortn for the transaction of business, and the vote of a majority of the dicectors
present at any meeting at which a quorum is present shall be the act of the Board of
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Direccors, except as may be otherwise specifically provided by the General
Comoration Law of the State of Delaware, by the Restated Certifieate of

Incotporation or by these By-Laws,

SECTION 8. Newly Created Directorships and Vocacies. Execept as othenvise
Tixed pusuant to the provisions of Anicle FOURTH of the Restated Certificate of
Incorporation relatiag to the rights of the holders of any class or scrics of stock having
a preference over the Conwon Stock as to dividends or upon liquidation to elect
directors under specified circumsiances, newly created directorships resalting from
any incrense in the numsher of directors and any vacancies on the Baord of Dircctors
resulting from death, resignation, disqualification, removal or other cause shall be
filled solely by the offirmative voie of a majority of the remainisg directors then in
office, even though less than 2 quown of the Bozrd of Directors. Any divector elected
in accordance wilh the preceding sentence shall hold office for the remainder of the
full term of the closs of directors in which the new diractorship was created or the
vacancy uccerred and until such director’s successor shall have been elected and
qualified. Na decresse in the number of direztozs constituting the Board of Directors
shall shorten the term of any incumbent director.

SECTIGN 9. Removal, Subject to the rights of any olass or series of stoek having
a preference over the Conunon Stock as to dividends or wpon liquidation to elect
directors under specified ciretmstances, any dircotor may be removed from office,
with or without cause, but only by the aflimtive vote of the hotders of least $0% of
the combined voling power of the then ontstanding shares of capital stock of the
Corporation entitled to vote generally in the election of directors, voting together as g
single class,

SECTION 10. Action Withont Meeting. The provisions of these By-Laws covering
nolices and meetings fo the conlrary notwithstanding, any aclion reguired or permittcd
fo be taken at any meating of the Board of Directors or of any committee thereof may
be taken without 2 meeting if afl members of the Board of Directors or of such
cominiliee, a5 the case may be, consent {lerclo in writing, and the writing or writings
are filed with the minnles of preceedings of the Board of Directors or commiitce.

ARTICLE V.
COMMITTERS

The Boord of Directors, by resolution pussed by & majority of the whole
Board of Dlirectors, may designate one or more conmitiees, cach committee to consist
of two or more of fhe directors of the Corporation. Ench sueh committee, to the
extent provided in these By-Laws or as authorized by the Board of Diractors, shofl
have and imay exercise the powers of tlhe Bosrd of Directors int e managemeint of the
bsiness and affairs of the Comporation, and may suthorize the seal of the Corporation
1o be affixed 10 al) papers which may require it,

Each such cenunittee shall keep a record of its proceedings and all actions of
each such committee shall be coparted to the Board of Dircctors at the meeling thereof
next succaeding lhe toking of such action.

Each such commtittee shalf fix its own miles of procedure, but the presence of at
lenst fifty per cent of the members of the whole committee shall in each case be
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necessary to constilite a guorum of the committee and the affirmative vole of 2
majarity of the members of the committes present at the meeting shall be necessary to
take any action. In the absence of 2 member of any such committee, the member or
Inembers thereof present at auy meeting and not disqualified fom voling, whether ar
not he or they constitute 2 quonsm, may enanimousty appoint ancther member of the
Board of Dircetors to get at the meeling in the place of any such sbsent or disqualified
person.

ARTICLE VI
OFFICERS

SECTION L. Tirles. The efficers of the Corporation shall be a Chainnan of the
Bonrd, a Chairman of the Exceutive Connmitiee, a President, one or more Vice
Presidents (one or more of whom may be desighated Senior Executive Viee President,
Executive Vice Tresident, Group Vice President or Senior Viee President), a
Scerctary, a Controller, an Audifor and a Treasurer.

SECTION 2. Efection. The Board of Ditectors ot ifs first meeding after each
annual meeting of stockholders shall elect the Chairmen of the Board, the Chairman
of the Exerutive Commiitee nnd the President from their own nimber, and in addition
shall clect one or more Vice Presidents (one or more of whom may be designated as
Senior Execntive Vice President, Executive Vice President, Group Vice President or
Senior Vice President), the Secretary, fhe Controller, the Auditor and the Treasurer,
who need not be members of the Baard of Tirectors.

SECTION 3. Other Qfficers. The Board of Direclors may appoint oRG or maore
Assistant Secretarics, one or mare Assistant Conlrollers, one of tare Assistant
Anditors and one or more Assistant Treasurers, and such other officers and agents os
it shalt deem: necessary, who shall kold their offices for such terms and shall exercise
such powers and perform such duties 25 shall be determined from time to time by the
Board of Direciors,

SECTION 4. Safaries. The salarles of the elected officers of the Carporation shall
be fixed by the Board of Directors. The salaries, wages of cempensation of at! other
emplovees, representatives and agents of the Corporation shall be fixed by the Board
of Directors te the cxten! determined from time 1o tims by the Board of Directors and
otherwise in the memaer determined by the Chainnan of fhe Board,

SECTON 3. Terms of Office. ‘The officers of the Corporation shall hold office
unti} their successors are chosen and qualificd. Any officer elccted or appointed by
the Booard of Diractors may be removed at any time by the affirmative vole of o
majarity of the whole Board of Directors. I the offies of any officer shall become
vacant for any reason, the vacancy shalt be filled by the Board of Directors.

SEcminn 6. Orfer Powers.  In addition to the powers and datics hersinafter
spocificatly preseribed for the respestive officers, the Board of Directors mey fom
time to time impose or confer wpon any of the officers such additiona? duties and
powers 25 the Board of Ditestors may see fit, and fhe Board of Directoss may from
time to Hme impose or confer any or all of the duties and powers heretanfler
specificolly prescribed for any officer upon any other officer or officers.

Amcntiment
authgrized ond
effective famary B,
1986, {supercedes
amcndments of
January 9, 1080)

Amendinent
anthorized and
effective January §,
1986, {supercedes
amendments of
January 9, 1980)



SECTION 7. Divisions end Division Qfficers. The Board of Dirsttors may from
time to time establish one or more operating or adininistetive divisions of the
Corporalion and assign o such divisions respoansibilities for such of the Corporation's
business, operations and affairs as the Board may determine. The Board of Diretrors,
or the Chairman of the Board, the President, or any other officer of the Corporation so
autherized by the Boord, way appoint officers of a division for such tenms nnd liaving
such titles, oxercising such powers sad performing such duties as the Beard or such
appointing officer of the Corporation may determine. An officer of a division shall
not as such be en officer of the Corporation. An officer of a division shall heve the
pewer fo execute and deliver contracts and other doewments relating 1o the business,
opatations and affairs of such officer’s division an behnlf of the Corporation, but shafl
not have such pesver with respect to any other division of the Corperation. An officer
of 4 division may be removed with or without canse by the Board of Direstors or by
the Chainman of the Board, the President or eny other officer of the Corporalion then
authorized by the Board ta appoint offfcers of a division,

ARTICLE VI
DUTIES OF OFFICERS

SECTION I, Chaivinor of the Board, The Chainuan of the Board shell be the
cltief executive offiver of the Corporation; he shall preside at wootings of the
stockinlders and the Board of Directors; he shall, sulijcet o contro) by the Board of
Directors, have full power and complete authority in the monngement of the business
and offairs of the Corporation and shall see that all orders and resolutions of the Board
of Directors and of all committess thereof are earried into effect, The Chairmen of
the Board shall perfom the duties of the Chaimmn of the Executive Commilice in his
absence or inability to acl.

Secrion 2. Chairman of the Execmtive Committee. The Chairman of the
Executive Committee of the Board of Birectors of the Carporation shall preside at
meetings of said Exeentive Committee. No aclion of the Exceutive Commmittee shell
be valid uniess the Chainman of fhe Executive Commiltes or, in his absence or
inhitity to act, the Chairman of the Boerd shall concur therein. The Chainnan of the
Exeentive Commitiee, subject to control by the Board of Directors, shall {2) have
responsibility for e capital expenditure budget, (b} review end mtify operating
expanse budgels, {c) review financial effairs of the Corporation, including the status
of capital eapenditure 2nd sperating expense budgets, snd (d) repon his findings,
together with his recommendations, to the Board of Dircctors of the Corporation. He
shall perform snch ofher duties as may be preseribed from time to time by the Board
of Dhreetors or by these By-Luws,

SECTION 3. Chairmn of the Finance Commitiee. The Chairman of the Finance
Convnilice slhall preside of meetings of (he Finance Conunittee. No action of the
Finance Commitize sholl be valid imless the Chairman of the Finance Comumillee
shail coneur thescin, The Chainuan of the Finance Committes shall perform such
cther dutics as may be prescribed from time o time by the Boned of Directors or by
these By-Laws,

Secrion 4. Presidest.  The President shall perform such duties a8 moy be
assigned to hime fiom time to time by the Board of Directors or the Chasnman of the
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Board. The President shall perform the duties of the Chairmen of the Bonard in his
absence or inability to act.

SECTHN 5. Sewior Viee Executive Presidents and Evecutve Vice Presidents.
The Senior Executive Vice Presidents and the Executive Vice Presidents shall
perform such duties as may be assigned to them from time to time by the Board of
Diirectors or the Chairman of the Beard.

SECTION 8. Vice Presients The Vice Presidents (including Group Vice
Presidents and Senior Viee Presidents) shall perform such duties as may be
nssigned to them from time to time by the Board of Directors or the Chairman of
the Baard,

SECTION 7, Secretwry, The Scerctary shall atend and keep the minutes and
records of alt meetings of the stockholders and of she Board of Directors. He shall
give or cause to be given nolice of o]l miectings of stockholders and of the Board of
Directors, He shall keep in safe custody the seal of the Comporation. He shalf have
power whten requived to affix the seal to any instrumment, and when so 2f5xed (e scat
shali be attested by the signature of the Secrelary or such ether officer or agents as
rnay be designated by (he Board of Directors. The Secretary shall perform soch otfer
duties ag may be prescribed by the Board of Directors or the Chairmen of thie Board,

SecTion 8. dssisiant Covporate Secretaries and Assistant Secretaries. The
Assistant Comporate Secretary or Assistant Corporate Secretaries and he Assistan!
Secretary or Assisiant Szeretaries shall perform such of the duties of the Secratary and
such other duties 25 may he sssigned from time ro time by the Board of Directors, the
Chairman of the Board or the Secretsry,

SECTION 9. Treasurer. The Treasurer shll have general charge of the coipoate
funds and sccurities and shal! keep or canse to be kepl full and accomle accounts of
receipts and disbarsements in bocks belonging to the Corporation, and shahl depositor
catise 1o be deposited all moneys and other veluable effects in the name mnd to the
credit of the Comporation, in such depositories as may be designated pursuant to these
By-Laws or by the Board of Ditectors. He shall sze that proper vouchers are 1eken for
all disbursements, and shall render to the Chainnan of the Board and the Board of
ilirectors, whenever required, and accousnt of all transzetions of his office. He shall
perfonm such other duties as may be preseribed by the Boord of Dircctors or the
Chairman of the Board,

He shiaf] give the Corporation a bond if required by the Board of Directors, i a
sum and with ene or miore sureties satisfactory te the Bonrd of Directars, for the
faithful performance of the doties of his office and for the restoration to the
Corporation, in case of his deatly, resignation, retirement, or removal from office, of
ali beoks, papers, vouchers, money and other property of whatever kind in his
possession or under his conlrol belonging to the Corporation.

SECTION 10, Assistamt Treaswrers. The Assistant Treasurer of Assistamt
Treasuress shall perform such of the duties of the Treaswrer and such other duties 25
may be assigned to him or them from time to time by the Board of Dieelors, the
Chairmim of the Board or the Treasarer,
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SECTION . Connofler. The Controller shall be the chief accounting officer of
the Corporation ond sliall be in charge of, and shall be responsible for, acoounting and
accounting metheds, budgels and preparation of statisties to a35ist in executive control
of the Comoration. He shall prepare such fuancial stetements snd reports end
perforn such ather duties as may be prescribed hy the Board of Directass or the
Chatrman of the Board.

SECTION 12, Assistanr Confrallers. Tho Assistamt Controller or Assistant
Conttrollers shall perform such of the duties of the Controller and such other duties as
may be assisned lo hiny or them from time to time by the Board of Directors, the
Chatnnan of fie Board or the Controller.

SECTION 13. Awditer. The Auditor shell review the accounting, finuncial, and
related operations and shall be responsible for measuring the effectiveness of controls,
He shil] appraise procedures, verify the extent of complience with controls, prevent
and detect fraud or dishonesty, aud parform such other dulics #s may be prescribed by
the Board of Direetors or the Chainnan of the Board.

SecTioN 14, dssistant Awditors. The Assistant Avditor or Assistant Auditars
shall perforin such of the dutics of the Audilor and such other dutics as may be
eszigned 1o bim or thens by the Board of Directors, the Chairman of the Board or the
Auditor,

ARTICLE VI,
INDEMNIFICATION

Every person who is or was a direcior, officer or employee of the Corperation, or
of any other corporation which he serves or served as such at the request of the
Corperation, shall, in accerdance with fhis Article VIIT but not if prohibited by lnw,
be indemmified by the Corporation as hereinafter pravide against reasonable expense
and any fiability paid or incurred by hins in connection with or resulting from any
reatened or actuel clainn action, suit or proceeding {whether brought by or in the
right of the Corporation or such other corporation or eihierwise), civil, criminal,
administrative or investigative, in whicl he may be involved, es 2 paity or otherwise,
by reason of bis being or having been a dircctor, officer or emiployee of the
Corporation or such oiier corporalion, or by rexson of any action taken er 1ot taken
in his capacity as such director, officer or employee, whetler or not he continoes 10
be such at the time such expanse ot Hability shall kave been paid or incurred.

As used in this Article VIII, the term “expense” ghall mean counse! fees and
disbursements and all other expenses (exeept any liability) relating to any such claim,
action, suit or proceeding, and tlie terrm “Hability” shall mean amounts of judgnents,
Tmes or penaltiss agaiast, and @mounts patd in setilement hy, a director, officer or
employes with respect to nny such claim, action, suit or proceeding,

Any person referred to in the fivst paragraph of this Article VT who has bzen
wholly successful, on the merils or otherwise, with respeet to any claim, action, suit ar
proceeding of the clinracter described in such frst peragraph sholl be reimbursed by
the Corporation for his reasouable expense.

Any other person claiming indemnification under the [first parngraph of this
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Article VIII shall be reimbursed by the Corporation for his reasonable expense and for
any Hability (other than any aniount paid to the Corperation) if 2 Referee shall deliver
1o the Corporation his written finding that such person acted in good faith in what the
reasonably believed 1o be the best interests of the Corporation, and, in nddition, with
respect to any criminal ection or proceeding, reasonably helieved that his conduct was
lawfil.  The tesmination of any elaim, aetion, suit or proceeding of the charcter
deseribed in the first paragraph of this Article VAT, by judginent, setilement {whether
witle or without court approval), adverse decision er conviction afler trfal or upon a
plea of guilty or of nolo contendere, or its equivalent, shall not exzate & presumption
that 2 director, officer or employee did not meat the foregoing standards of conduct,
The person <lalming indernification shall at the request of the Referes appear before
him and answer guestions which fhe Referee deems relevant and shail be given ample
opporiunily to present to the Referre evidence upon which he relies for
indemaification; and the Corporation shall, at ihe request of the Referze, make
available to the Referce facts, opinions or other evidence in any way refevant for his
finding which sre within the possession or control of the Corporztion.  As used in this
Article VIHI, the termn “Referee” shall mean independent legal connse) (whe may be
reguler counse] of the Corporation), or other disintesested person or persons, selected
by the Board of Directors of the Corporalion fwhether or not a disinterested quorum
exists) 10 act a5 sueh hereunder.

Any expense incurmed with respect to any claim, action, stit or proceeding of the
character described in the first paragraph of this Article VI may b2 advanced by the
Corporation prior to the final disposition thereof upon receipt of an undertaking made
by or on behalf of the recipien? to repay such advance if it is ultimately determined
that he is not to be indemnified under this Articie Vil or, if it is ultimately determined
that Tie 5 to be indenmified under this Article VI to the extent that the advance
exceeds the amount of the indenmification.

H any clense of provision of this Article VIIZ shall for any reason be detenmined
1o be mnvalid, the provisions hereof shall not otherwise be affected thereby but shaf
semain in full force and effect.

The rights of indemnification provided in this Article VIIF shalf be in addition to
anry rights 1o which any such director, officer ar employer niay othenwisz be entitied
by contract ar a5 o matter of Jaw and, in the cvent of such person®s death, such rights
shall extend to his heirs and legal represcntrtives.

ARTICLEIX.
CERTIFICATES OF 5TOCK

SECTION |, Form, Every holder of stock in the Corporation shall be entitled to
have a certificate signed by, or in the pame of he Corporation by, the Cheirman of fle
Board. or the Chairman of the Executive Conmittee, vr the President, or a Vice
President, and the Treasurer or an Assistant Treasnrer, or the Sceratary or an Assistant
Secretary of the Corporation ecrtifying the number af shases owned by him in the
Comoration, Ifsuch certificate is coumlersigned (13 by a transfer agent other than the
Corporation or its employge, or (2} by a registrar othor than the Corporation ar il
cmployes, the sigaatures of the officers of the Comeration may be facsimiles, In case
any officer who has signad or whose foosimile signature has been placed wpon a
certificate shall have ceased to be such officer before such centifieate i5 issued, it may
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be igsued by the Corporation with the same effect as if he were such officer ot the date
of issuz,

SECTION 2. Transfer. Upon surtender to the Cerparstion or ths tramsfer agent of
lhe Corporation of a certificate for shares duly eudorsed or sccompanied by proper
evidenee of succession, assignment or awthority to frapsfer, it shall be the duty of the
Corporatior fo issee a new certifieate lo the person entitled theretn, cancel the old
certificate and record the transaction upon its books,

SECTION 3. Fixing Date for Beterniination of Steckiiiders of Record. Tn osder
that the Corpomation may determine the Stockhofders entitled to notice of or to vote at
any meeting of stockholders or a1 any adfournment thercof, or entitled to receive
payment of any dividend or distribution or sllotment of any rights, or entitled to
exercise any rights in respect of any change, conversion or exchange of stock or for
ihe purpose of any other lawful action, the Board of Directors may fix, in advance, 2
record datz, which shall niot be more than sixly nor less than ten deys before the date
of such meeting, nor more than sixty days prior to any ofler aclion.

SECTION 4. Holder f Record.  The Corpotation shall be entitled to trea! the
holder of record of mny share or shares of stack as the holder in fact thereof and
aceordingly shail not be bound to recognize any equitable or other eleim to or interest
in such share on the part of any ofher person, whether or not it shall have expIress or
other nofice thercof, save os expressly provided by the General Corporation Law of
the State of Delaware.

SECTION 3. Lost. Stolen or Destrayed Certificates.  Any person claiming »
certificate of stock to be lost, stolen or desiroyed shall make sn alfidavit or
affinmation of that fact and advertise the same in such manner as the Comporation may
require and shall, #f the Corporntion 50 requires, give the Corporation a bond of
indemnity, in form and with one or more streties satisfaclory to the Corporation and
in an omeunt deemed by the Corporation sufficient to indermify the Corpomtion,
wherenpon a new certificate may be issued of the same tener znd for the same
number of shares as the one alleged to be lost, stalen or desiroyed.

ARTICLE 3
NOTICES

SECTION |, Notice by Mzil, Whenever under the provisions of the General
Corporation Law of the State of Delaware, or of the Restated Cortificate of
Incorporation or of these By-Laws notice i5 required 1o be given tu any disector or
stockholder, such noties may be given in writing by i), addressed 1o such director
or siockholder ot his address as it appears oo the records of the Corporation by
depositing the same in a post office ar letter box, post prepaid and such notice shall be
deewmed to be given ot the time when the same slall be thos mafled,

Amendiment
awhorized March 8,
1935, cffective May
13, 19835,
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be issued by the Corporation with the same effect as if he ware such officer st the dote
of issue,

RECTION 2. Fransfer. Upon surender 10 the Cotporation ar the transfer agent of
the Corporation of a certifienate for shares dulv endorsed or accompanied by proper
evidence of succession, assignment or authority 1o transfer, it shall be the duty of the
Corporation fo jssue a new cenificate 1 e porson entitled theseto, cancel the old
certificate and record the transaction upon its books,

SECTION 3. Fixing Date for Determination of Stockiolders of Record, Tn order
that the Corporation may determine the Stockholders entitled fo notice of or to vote at
any meeting of stockhalders or at amy adjounument thereof, or entitied to receive
payment of any dividend or distribtion or allotment of any tights, ar entitled to
exercise any rights in respect of any change, conversion or exchange of stock or for
the pumpose of any other Jawfi! action, the Borrd of Directors may fix, in advonce, a
record date, which sixafl not be more than sixty nor less thar fen doys before the date
of such weeting, nor more Mhan sixty dava prior to any other action.

SECTION 4. Holder of Record. The Corporation shall be entitled fo trent the
holder of record of any shore or shores of stock as the holder in faot thereol and
accordingly shall uot be bound to recognize any cquitable or atlier claim to or intevest
in saeh share on the part of any other person, whether or not it shall have BXPIEs5 GT
other notice thereof, save as expressly provided by the General Corporation Law of
the Stple of Deiavare,

SECTION 5. Lost, Stolen or Destraved Cortifieates. Any person cliiming a
cerlificate of stock to be lost, stolen or destroyed shall make an affidavit or
affitmation of that fact and adverise the same in such manner as the Comporation may
require and shall, if the Corporation so requires, give the Corporation & bond of
indemnnity, in farm aud with one or more surelies satisfactory to the Corporalion and
i an amourt deemed by the Corporation sufficient to indeninify the Corporation,
whereupon o new certificate may be issued of the same tenor and for the same
mumber of sharcs as the one alleged to ba lost, siolen or destroyed.

ARTICLEX.
NoTicEs

SECTION 1. Notice by Mail. Whenever under the provisions of ihe General
Corporation Law of the State of Delaware, or of the Restnted Certificate of
Incarporation or of these By-Laws notice is required 1o be given to any director or
stockholder, such notice may be given in writing by mail, addeessed to such director
or stockhalder ot his address as it appears on the records of the Corporation by
tepositing the same in a post office or Jetter box, post prepeid end such notice shall be
deewmed ta be given al the time when the same shail be thus mailed.

Amendhaent
autiorized March 6,
1085, cffeelive May
13, 1933,
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SECTION 2. Waiver of Nefice. Ary notice required to be given under these By-
Laws, the Restated Certificate of Incorporation, or the General Corporation Law of
ihe State of Delaware, may be waived in writing, signed by the person or pessens
cntitled to seid notics, whether before o after the time stated therein, and such written
waiver sliall be deemed squivalent fo notice. Naither the business ra be transacted at,
nor the purpose of, any regular or special meeting of the stockliolders of of e Roard
of Directors (ot eomumitices thereof) need be specified in any written waiver of notice.

ARTICLE X1
INSPECTION OF BODXRS

The Board of Directors shall detormine from time to time whether snd, if
eflowed, when and under what conditions and regulations the accounts and books of
the Corporation {except such as may hy statute be specifically open to inspection) or
any of {hem shafl be open to tie inspection of the steckholders, and the stockholder's
rights in this respect are and shall be resiricted and Timited accordingty.

ARTICLE XIL
CHECK AND NOTES

The ;uoneys of the Corperation shall be deposited in the name of the Corporation
in such bank or banks as the Chairmen of the Board, the Cheirman of the Execative
Committee, the President or 8 Vice President and the Treasurer or an Assistant
Treasurer of the Corporstion may from lime to time desigaate, and 81 checks, noies.
drafts and bills of cxchange of the Coporation shall be signed by such officers or
agents a5 the Choirman of the Board, the Chairman of the Executive Comntities, the
President or 8 Vice President, and the Treaswrer or an Assistant Tressurer of the
Corporation may from time to time designate.

ARTICLE X1,
FISCAL YEAR

The fiscal yeor shall begin the first day of Janvary in each year.

ARTICLE X1V,
AMENDMENTS TO THE BY-LAWS

SECTION 1. By the Stackholders. Subject to the provisions of the Restated
Centificate of fncorporation, ihese By-Laws may be altered, amended or repealed, or
new By-Laws cnncted, at any special meeting of the stackholders if duly called for
that purpose (provided (hat in the notice of such speciai meeting, notice of such
purpose shall be given), or a1 any annusl meeting, by the affimative vote of a
majority of the stock represented and crtitled to vote thercat,

SECTION 2. By the Board of Divectors.  Suliject to the lows of the State of
Delwware, the Restated Certificate of Incorportion myd these By-Laws, these By-
Laws may zlse be altered, amended or tepezied, or new By-Laws enneted, by the
Board of Dircetors at any meeting of the Board of Directors,

Anendient
authorized March 6,
985, effective May
13, 1985,

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

COMMONWEALTH OF TAX CERTIFICATION
PENNSYLVANIA STATEMENT
PUBLIC UTILITY COMMISSION

A compigied Tax Certification Statement must accompany afl xpplications fot new licenses, rencwals or transfers. Faitur'te provide the requested information
and/or any outstanding state inzoms, corpomtion, and sales (including faifure to file or register} will cause your application 1a be rejected. If additional space is
needed, please ose white 81/2" x 1) paper. Type or pont all information requesied.

i. CORPORATE OR APPLICANT NAME 2, BUSIMESS PHONENG. ( 732 }750-6385
HESS SMALL BUSINESS SERVICES, LLC CONTACT PERSON(S) FOR TAX ACCOUNTS: JAMES 8. LAKATA

3, FRADEFICTITIOUS NAME {IF ANY)

4, TICENSED ADDRESS {STRELT, RURAL ROUTE, P.0. BOX NO.) (FOST OFFICE) STATE) (2tP)
| HESS PLAZA WOODBRIDGE NJ 07095
5. TYPEOQF ENTITY [} 50LE PROPRIETOR ___ L1 PARINERSHIP [} CORPORATION
LLC [ OTHER {Describe...)

& LISTUWNER(S), GENERAL PARTNERS, OR CORPORAT: OFFICERS(S)

NAME (FRINTY SOCIAL SECURITY NUMBER  (OPTIONAL}
SEE ATTACHED LIST N RN NN T N VORI SN | [ |

NAME (PRINT) SOCTAL SECURITY NUMBER  (OFTIONAL)
[ S (O WU PO R IR R | |

NAME (FRINT) SOCTAL SECURITY NUMBER  (OPTIONALY
et & J-t bt 1 i J

NAME (PRINT) SOCIAL SECURITY NUMBER _{OFTIONALY
4t -1 41 I i ]

NAME (PRINT) SOCIAL SECURITY NUMBER  (OPTIONAL)
S SN OO RO (O NN B I N ! ]

LB THE FOLLOWING STATE & FEDERAL TAX TDENTIFICATION NUMBERS (ALL ITEMS A.B, & C MUST BE, COMPLETED)
Applicant musi provide explanation If submitling VA for any items

1tem A- Designaied by the Pennsylvania Depurtmest of Revenue,

tem B - Designated by the Internal Revenug Service.

temr C — Dosignated by the Pennsylvania Department of Revenue, The Corpoerate Box number may also be meferred Lo a5 the Cotporate Account number,

A. SALES TAX LICENSE {8 DIGIL APPLICATION C, CORPORATE BOX NUMBER (7 DIGITS)  APPLICATION
PENDING  N/A PENDING NIA
5 R AR A 0 O I T w R K R L K R A K B o a

B._EMPLOYVER ID[EIN} (8 DIGITS:  APPLICATION
PENDING NIA

sy e e pfilelog O

TPy e
§. Do you have PA smplovecs: resident or nasu:esident? YES @ NO
9. Db vou gwn any.assets or have an office in PA? L1 YES <)
NAME AND PHONE NUMBER OF PERSON(S} RESPONSIBLE FOR FILING TAX RETURNS
JAMES 5. LAKATA JAMES DEROGATIS
PA SALES
AND USE TAX EMPFLOYER TAXES CORPORATE TAXES
732-750-6385 732.750-6825
PHONL
PHONE PHONE

Telephone inquiries about this form may be directed to the Pennsylvania Department of Revenue at the
following numbers: (717) 772-2673, TDD¥ (717) 772-2252 (Hearing [mpaired Only)
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Hess Small Business Services, LLC Disclosure Statement

This is an agreement for natural gas services, between Hess Small Business Services, LLC (HSBS) and
customer's name and full address,

Background

We at Hess Small Business Services, LLC are licensed by the Pennsylvania Public Utility
Commission to offer and supply natural gas services in Pennsylvania. Our PUC license number is
A-110XXX.

» We set the prices and charges that the customer pays. The Public Ufility Commission regulates
distribution or delivery prices and services. The Federzl Energy Regulatory Commission regulates
interstate pipeline prices and services.

= Customer will receive a single bill from [billing agent name to be inserted] that will contain [distribution
utifity name to be inserted] charges and HSBS's charges.

» Right of Rescission - Custorner may cance! this agreement at any time before midnight of the third
business day after receiving this disclosure.

Befinitions

+ Interstate Pipeline Charges - Charges for moving natural gas to the distribution lines of a distribution
company.

Terms of Service
1. {a) Basic Service Prices
Customer will pay _ rate per Dth for the commaodity of natural gas.

HSBS offers two (2) different variable rate products:

i) A New York Mercantile Exchange (NYMEX) plus interstate pipeline transportation charge
("Basis") rate; and
ii.) A monthly variabie rate based on market conditions.
2. Length of Agreement

Customer will buy natural gas services for the above sireet address from MSBS beginning on a date to be
set by customer's Natural Gas Distribution Company “NGDC" through dale of expiration, if any to be
inserted.

3. Penalties, Fees and Exceptions
HSBS does not impose an early cancellation fee but any costs imposed on HSBS as a result of a
customer-initiated early cancelation will be the responsibility of the customaer,

4, Cancellation Provigions

This agreement may be cancelled for the following reasons: (i} non-payment: if customer's natural gas
service is terminated by their natural gas distribution company, then this agresment is carcelled on the
date that customer’s service is terminated. {if) company-initiated cancellation: if HSBS cancels this
agreement for any reason other than customer non-payment, HSBS will follow applicable rules in
providing notice to the customer. {iii) customer-initiated cancellation: if the customer eancels their
agreement before the end of the initial term, the customer may be subjected to costs described in Section
3.



5. Renewal Provision

Upan the expiration of the Defivery Period, a Transaction shall continue for successive one month terms
(collectively the "Renewal Term") until either Party notifies the ather Party in writing of its intention to
terminate, at least 15 days prior to the end of the Delivery Period or 15 days prior to the end of each
successive month Renewal Term. The termination date shall be the next effective drop date permitted by
the Utility. All terms of the Agreement will remain in effect through the termination date as set by the
appiicable Utifity. During the Renewal Term, the Purchase Price for each successive month Renewal
Term will be the then Market Price for delivery to the Delivery Point, unless otherwise agreed to in writing
by the Parties.

8. Agreement Expiration/Change in Terms

If customer has a fixed term agreement with HSBS and it is approaching the expiration date or if
HSBS proposes to change our terms of service, HSBS will send customer written notice in each of
our last three bills or in separate mailings before either the expiration date or the effective date of the
changes. HSBS will explain customer's options in these three advance notices.

7. Bispute Procedures
Contact HSBS with any questions concerning our terms of service. The cusiomer may call the PUC if
they are not satisfied after discussing their terms with HSBS.

8. Contact Information

Supptier Name; Hess Small Business Serviges, LLC

Address:

One Hess Plaza
Woodbridge, NJ 07005

Phone Number: 1-800-HESS-1SA

Internet Address:

Distribution Company Name:

Provider of Last Resort Name:
Address:

Phorne Number:

Public Utility Commission (PUC)
Address:

Natural Gas Competition Hotline Number:
Universal Service Program Name:

Phone Number:

www.hesssmallbusiness.com

[Applicable LDC's info to be insered]

{Applicable LDC's info to be inserted)
[Anplicable LDC's info to be inserted)

P.O. Box 3265 Harrisburg, PA 17105-3285

1-888-692-7380

[Applicable LDC's info 1o be inserted]

fApplicable LDC's info io be inserted]
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Hess Small Business Services
Organizational Chart

Hess Corporation

l

Hess Energy Marketing
(Division of Hess Corporation)

)

Hess Small Business Services
(Wholly-owned Subsidiary of Hess
Corporation)
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Hess Corp, Ratings Raised To 'BBB’ From 'BBB-' On Continued Solid

Operating Performance; Outlook Stable
Publication date: 22-Jul-2010 12:12:54 EST

Mgy Ana
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T GOEpLIate credif and igniox

FEW YORK (Standard & Poox's] July 22, 2010~~Standard & Poor's Ratings Services
today raised its corporate credit and senfor unsecured debt ratings on Hessg
Corp to 'BBEE' from 'BBBE-'. The sutlook is stable. Approximately 34.32 billipn

af funded debt was outstanding as of March 31, 2010.

"The ratings upgrade 18 based on the company's continued healthy operaring
performance, good frack record of reserve replecement, and maintenance of a
reiatively conservative halance sheet and financial policy,” said Standard &
Poor's credit analyst Patrick Jeffrey. We believe the company will continue to
manage its operating and financial profile consistent with the revised
ratings. We expect Hess bto continue to benefit from higher cil prices in the
ngar term becanse more than two-thirds of its production came from oil and
natural gas liquids ressrves in 2009. While we expest Hess will continue to
invest in building its assets base in Both international deepwater and 0.5.
enshore assets, we believe the company's cperaticns will benefit frem its
competitive cost structure and diverse asset pertfolin over the next one to
two years. As a result, we expect Hess will maintain an funds fram operations
{FFO) to total debt ratio in the mid~40% area or bhetter during this period
ased on our pricing assumptions.

The ratings on Hess Corp, reflsct a satisfactory businass profile,
characterized by the company's gecgraphically diverse oil and gas exploraticn
and production (EfP) business, a sizable crude cil refining joint venture, a
competitive retvail marketing business in ths eastern 0.8., and improved
financial leverage measures. Partially offsetting these strengths are the
volatile, capital-intensive nature of Hess' Segments.

e supect the company's key credit measures and liguidity to remain in line
with the ratings despite continued challenging industry conditicons and Hess'
large capital spending praogram, In our view, FFO to debt will likely be in the
mid-40% area in 2010. We would consider a negative rating action if FFO to
total debr approached the low-30% ares using our long-term pricing
assumptions. We view the possibility of a positive rating action limited over
the cutlook pericd given challenging industry and eccnomic conditions.

RELATEL CRITERIA AKTD RESEARCH
“standard & Poor?s Standardizes Liguidity Descriptors For Global Credit Issuers
S Tuly 2, 2010
Contact Chnnt

http:/fwww.standardandpoors.com/prot/ratings/articles/en/us/?asseti D=1245218203286 7/22/2010
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"Corporate Ratings Criteria 2008, " 2pril 1%, 2008

Complete ratings information is aveilable ro BatingsDirect on the Gicbal

vas

Services

1-BFF-SPUENT
T3P0 ¥TE5A35

Page 2 of 2

Cafl Tree Cptlons

Credit Portal subseribers at waw.globalereditportal . com and RatingsDirect
subscribers at www.ratingsdirect.com. ALl ratings affected by this rating
Zction can be found on Standard & Poor's public Web site at

wiw. standardandpoors.con. Use the Ratings search box Iocated in fhe lefe

colyme:.

Primary Credit Analyst: Patrick Jeflrey, CFA, New York (1) 212-438-7840;

pat_jeffrey@stangardsntposars.com

Secondary Credil Apalyst:  Lawrence Wilkinsen. New York (1) 212-438-1882:

lenrence_wilkinson@standargandpoors,com

Ne conlent (including ratings. credit-relsted analyses and data, motel software o olher apeheshan or
euiput therefrom) or any pard ihnreck {Corleny may be modifien, revares enmingered. repraduced o
disliiduted in any form by any menns, of stered In a databese or relrisval systam, withaut the prior written
permission of 827 The Content hall nof be used far #ny unlawhdl or unguikarzad purposes. S&P, is
effiates, end any Isird-pary providere, as well as thair dirsetors. officors aharsholders, employees or
Agante (collectively SEP Parkias) de ot the Y p . Ut oF avaliakifty of
the Conlert, S&F Parties srs nol respansitia for Ay Brrers oF omissions, reftardieds of the cause, for the
resuils oblained from the use of the Cenent. ¢r for lhe security of matnlenance of aby dais Inpul by the
user. The Confen! #s provided on an 2as Is? basis. 2P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
{MPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF

MERCHANT ARLITY DR FITNESS FOR A PARTICULAR PURPOSE OF USE. FREEDOM FROM BUGSE,
SOFNWARE ERRORS OR DEFECTS, THAT THE CONTENT?S FUNC TIONING WILL BE
UNINTERRUBTED OR THAT THE CONYENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION, in no event chall S8P Pariies ba fabis fo any pary for ny direct, ncirect, Incidental,
exempldry, compensalory, punitive, specia! or consequental damages, Coss, axpansas, ipgal fees, or
fosses (inzluding, without limitalion, lost income of fo profits and cpporunity cosls) in conectisn with any
use af the Cantenl even if advised ol the possitily of sach damages.

Credil-relaled anatysss, Inziuding ratings, asd statements in the Contenl 2ro Stalements of apuiiess 22 of the
dale lhey are expressed and nol of fagt orr 10 | . hokd, OF ek aky
securities or fo make any investment decisicns. SAP assumes ne obfigalion to update the Sontent Bltowling
pubtcatior; in shy f6m Se format. The Content should nat be relied on and = nol & subsilute for the: skl
kigymen! and experiencd cfthe user, fs managerant, empioyess, agvisors andfor eients when making
lawasiment and other businass deslalens. S&F?s epinions and aralyses de nol address the suitabisty af
any sacurity. S2P doss nol act a5 3 fitutiary or an investment adviser Whils S&P has oblained information
fam sturces it befeves {c be reliable. S&P does not perform an audit and uncertaxes no dity of due
diligente orindepandent verthtation of any infarmebon ¢ receives

SAP kdeps certain aclivilies of s 2 uni's saparale from each oiher in order [o preserve the
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have information that is not avallable 1o other &P business Nz SEF nas astahished poticies anag
procederas lo maintain the confidentieffy of ceraln nan-pubsc fnf i d k% col licn wih each
anatytical prosess

S&F may recaiva compensation for 28 ralings and certain credi-refaed analyses. hermaly from (ssuers or
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of charge), ans www.ralingstfrest,com and www.glataitrediicanai.com (subscrptien), and may be
distritied thiough olher means, including via S&P publisalions an third-party rodistibitors Acdifiena)
intermatian akout our ratings fees is nvaitabla ot W slandardandpooss camlusratingsfacs

Any Passwordsiuser 10% issued by S&P 1o usars are single user-gedicales any may ONLY b4 used by the
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secess vis e sarie passwardiuser 1D s parmited. To repriat, trarskate, dr use the data of sfermation
othtr thsn ns provided herein, cantact Cient Services, 55 Waler Bireet, hew York, NY 10061, (15 212-428-
7280 or by &-mai lo: resvarch_requesighstandardandpoors,zom
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Mooby’s

INVESTORS SERVICE

Credit Opinlon: Hess Corporation

Global Credit Research - 18 Aug 2010

New York, New York, United States

Category Moody's Rating
Cutisok Stable
Senior Unsecured Baa?
Supordinate Sheif {F)Baa3
Preferred Sheif (P)Ba1
CORMBER 77
Analyst Phons
Francis J. MessinaiNew York 212.563,1919
Sleven Wood/New York 212,553.0591
Key Indicators . 5
Hess Corporation[1]{2)

3/31/2010{L) 12/3172009 12/31/2008 12/31/2007 12/31/2006
Avg Dally Produclion Quarery (Mbaesi) 423.5 4486 409.5 418.6 3994
Proved Developed Reserves (Milon boe} 8505 850.5 B09.5 746.7 742.2
Total Proved Reserves (Milion bos) 14312 1437.2 1432.2 1328.7 12430
3-year All-Sources F&D {$ibos) $18.8 3188 $16.4 5144 $12.8
S-year Drillhil F&D Costs Including Revisions ($/boe) $16.3 $16.8 $16.1 7 §16.3
Leverage Full-Cycle Ratio 1.8% 1.5% 31x 2.6% 2.8x
E&P Debt / Average Daily Production Quarterly 5107514 $10444.8 30,9995 $87932 48,7510
E&P Debt/ PD hos Reserves 354 $5.5 $5.1 349 47
(E&P Debt + Future Development Gapex) / Total Froved $10.8 $10.8 $10.3 $104 $8.5

Reserves

{Relained Cash Flow - Sustaining Capex) ! Total Debt 19.5% 5.0% 43.4% 29.7% 34.2%

[1] Standard adjusiments in accordance with "Raling Methodology: Moody's Approach (e Global Standard Adjustments in he Analysis of
Financial Staterments for Non-Financial Corporations, Parl 1, 2, and 3. In adeilion, Maody's adjusts for one-lime #ems. {2) Sauree: NMeody's
Financial Metrics TM

Note: For definitions of Moody's most common ratio terms piease see the accompanying Users Guide,

Opinlon i i

Rating Drivers

=Bolid upstream scale and production growth ocppottunilies

>Compatitive reserve replacement and cos? structure

>Downstream integrationidiversification benefits

»Censervative balance shee! and liquidity management

Corporate Profile

Hess Corporation is a mid-sized pefroleum campany with operations primarily corcentrated in off and gas exploration and production. Hess also
has refiring investments. psimarity through a 50% stake in HOVENSAS joint-veniure (Baa3 secured that is a 500,000 bpd refinery in the U.S.

Virgin Islards, and in marketing via a chain of more than 1,350 service slations and convenience stores concentrated on the east coast of the
us.

Rating Rationale



Hess Corporation's Baa2 senior unsecured long-term debt rating reflects the company's solid positioning as a mid-sized petroleum company
wilf: an exploration and production porifalio primarily in LS, and growing internationally, Downstream refining and preduct marketing s focused
on the East Coast of the 1.8.. The company's operaling and financial profie has improved over the past few years as it has purstied a sirategic
plan to diversify and expand its upstream oparations info new areas that have mere reserve and preduction growih potential and fower unit
costs,

Hess' upstream performance has improved, as measured by reserves replacement and reinvesiment efficiency, and it has maintained s cost
structure infine with its peers during a perlod of rising secier costs, Hess has a falrly high leve! of proved undeveloped reserves {PUDs) and a
shor proved developed {PD) reserve life refative to i pesars, indicaling more elevated capltal spending requirsments and reinvestment risk in
devetoping its reserves. However, it is shawing a rising production irand with good visibility on growth for tha next few years, and is making
progress on a rostar of major development projects. which should continue to be funded largefy from inlemal cash flow, Al the same time, the
cempany has managed its balance sheet and liquidity conservatively ta preserve ils financial fiexibifity for futura exploration and developman!
oppariunities.

DETALED RATING CONSIDERATIONS
SOLID UPSTREAM SCALE AND PRODUGTION GROWTH PROFLE

Hess is a mid-sized E&P company, wilh 1.44 billion BOE proved reserves, production volumes averaging aboul 413,000 bpd for the first six
months of 2010, and & medium level of diversification in lerms of geographic spread. The campany's proved reserves and production are rearly
evenly split between the 1.5, Europe, and Africa and Asia, which accounted for almost 50% of ils proved reserves and production through 20
2010. Total proved reserves have increased abeul 31% since 2005, Hess ramains distinctly more crude oil-orierted than marny of lls peers, with
& current reserve spiit of abou! 87% crude/NGLs and 23% natues] gas. Part of ihe company's strategy over lime is 1o add more leng-lived
reserves to the asset base. Qver the past decade the company has underteken significant assa! sales, preperty swaps and develogment
activities to re-position ils reserves in new higher-growth areas oulside the U.S, and North Sea. These include Equatcrial Guinga, the Mataysia-
Thailand join! development area (JDAY, Algeria, soversl large discoveries in the deepwater Gulf of Mexico. Libya, and Russia, the latter through
the 2005 acquisition of a $mal Russian preducer, Samara Nafla,

Hess is 1argeting reserves and production growth over the long-term in the area of 3% p.a. Average production in the second auarter 2010
increased to 445,000 BOE/day, suppartad by growth in oil in 1he Bakken, Okume complex in Equatarial Guinea, Shenzi and Genghis Khar in the
Gulf of Mexico, and natural gag in Thaitand, Norway and Indonesia, Progduction for the first six menihs of 2010 averaged 419,600 BOE/day and
the company has increased its guidance for average production in 2010 to 405,000 - 415,000 BOE/day, with grawth coming from arrieng others
the Shenzi field in the Gull of Mexite, the Valhal field in Norveay, The Bakken shale in Nerth Dakala, and natural gas inAsia, The company is
aclively exploring in the Gull of Mexico where i fs avaluating the 200 million BOE {net resource) Pony discovery, in offshare Australia in a 16 well
program, n the Bakken shale where managemen! estmates it will end 2010 al 20,000 BOR/d of produstion, in the Santos Basin in Brazil, and in
Ghana and Libya,

Hess' [otal proved raserve [ife index has increased steadily from 7.4 years in 2003 to 10.1 years in 2008 and the company's goal is 1o mainlain it
ai that fevel. Hess has a rafalively high level of 41% proved undeveloped reserves. with the largest concentrations in Asian natural gas. and oit in
the U.8. and North Sea. Bis proved developed reserve fife at 5.6 years is shorler than most, reflecting bath a high level of PUD reserves end a
rising production profile. The PLIDs wil require sontinued teavy invesiment in maor develupment projects to diversify and suppaort future
production growth, and lend iobe a negative facler in assessing Hess's financial leverage relative to its peers,

COMPETITVE RESERVE REP|ACEMENT AND COST STRUCTURE

Hess' reinvestment risk and capital efficiency measures have steadily improved and are competifive with its peers despite a concentration of
produetion in mora mature 1.8, and North Sea basins, & heavy develcpment spending cycle, and inflationary cost pressures. s theee year all-
sources F&D cosis in 2009 of $18.04 per BOE have been increasing but are in line with mdus!try (rends and peer group averages. Totai reserve
replacernant In 2009 was 103% (146% three year average), or 93% excluding revisions, vinually afl generated from exdensions, discoveries and

Hess has experienced declining cash margins and decreasing uril economics reflected in ils leveraged full-cycla ratio which has declined from
a 2008 high 3.7x 1o a 2009 leval of 1.51x, As of June 30. 2010 the company provided production cost guidance for 201G of $28.50 - $30.50 per
BOE. Management has increased iis capital and expleratory spending program by $1.4 hilliers to 35,5 billion primarily to reflect ifs acquisitions of
Valhall and Hood, the acquisition of American Oil and Gas, and further appraisal ¢zllling in Australia, Almost al of Hess' cap ex will ba invested in
the upstream business. In a $75/bbl pricing environmenl fie comgany is likely to be free cash flow negalive after dividsnds and capital spending
(includes acquisitions), leading to seme debt increase and reduction in cash balances. The company is actively pursuing assel sales,
rationalizing ils portfolic and generating approximately $600 millon is proceeds.

DOWNSTREAM INTEGRATION AND DNVERSIFICATION BENEFITS

Hess benefits from downsiream diversification with a significant investment in retail marketing and a 50% stake in the HOVENSA refinery joint-
venture, Hess generally views the downstream as a source of free cash flow for upstream reinvestmant. The markeling business inciudes
praduct terminals and mora than 1,350 Hess branded slations, many with cenverience stores.

Total gasoline sales volumes per site have beeron a rising trend bid were down overallin 2008 and 2009 as a resull of the economic downturp,
In refining, HOVENSA (s one of the largest refineries in North Amserica, with 500,000 bpd of crude capacity. 1t has been upgraded as & complex
coking refinery to process heavy sour crude's inlo dislilates and gasone. Approximately half of its crude is Ssupplied via a longerm conlract with
#s ather 50% owner, Petioles de Venezuela (B1 lssuer Rating). As & primarily heavy onude refiner, Ovens' feturms have bean hurt by the collapse
in ight/heavy crude differentials, weak demand and high produet inventories. Longer-lerm it will be advaniaged by its crude feedstack and a
return to wider lighifheavy differentials,

CONSERVATIVE BALANCE SHEET AND FINANCIAL MANAGEMENT

Hess' feverage and cash flow metrics have impreved in the Baa range despite the generally higher leve! of PUDs in ifs reserve base. Financial
‘everage has increased slightly as measured by tots! adjusied debl per PD BOE in 2009 at appreximately 7. 15/BOE, or $5.51/20E with deht



allocated 1a the downsiream, Primary debt adjustments include opsrating leases {using the PVC of lease paymenits), and & relatively nominal
amount of guaraniees and unfounded pension liabilities. Cash flaw from operating activilles was 51.8 billion for the first Falf of 2010 a 50%
increase over the similar 2008 prior. Hess remains committed 1o managing #s sapital spending and leverage lo maintzin finangial fexibility in a
Iower price envirenment,

Liepriclity

Hass demonsirates a solid figuidity profile stemming from conservative financial management policies. The company has carried sizable cash
balances in recenl years, which are availatle to meet capital spending and ather liquidity and working capilal needs, August 2616, Hese issued
$1.25 billion of 30 year debl with the proceeds used lo finance recent acouisitions. The company has ready access under a $3.0 bifion
syndicated revolving credil facility, substanlially all of which is commitied through May 2012, Al June 30, 2010 all $3 bifion was available and had
sizable leevsay under a maximum Tolal DeblUCapital covenant of 52.5%. Ih addition, it has a 384-day asset basket receivables facifity, which is
currently mainly used for L/Cs to meel collateral pasting reguirements. Collataral posiing requirements are also mel by a combination of
commitlad and uncommitled LIC facililies. Hess bas no significant ratings triggers and its debt maturity schedule is modest and well spaced,
with $32 milliors due in 2011 and $34 million due in 2012, For 2013 and 2014 debt maturities totaled $370 million and $333 million, res peclively.

Rating Outtook

The raling outlcok is stable, based on the expectation of gradual progress in the reserve development program and meintenance of a
conservalive financial leverage profile.

What Could Change the Rating - Up

Consistent execulion of the devefopment plan, in tandem with mereasing produciion and reserves, mainignanca of a competitive cost structura
and sustainable lower teverage melrics could lead to a fulure Upgrade.

What Could Change the Rating - Down
Sigrificart setbacks to the development program and an nereasing leverage trend could put pressure on the Baa2 raling.
Other Considerations:

Methodology Comment: We analyze Hess as an indepandent exploration ang production company hased on the predominance of samings,
capital emploved and reinvesiment risk in the upsiream operations. We also recognize thal cyclical downstream operations generally provide
additional returns and free cash flow, particularly during strong periods in the refining cycle. Application of Moody's E&F raling mathodology vields
a rating of Baa3, ona nolch below the company's rating, with solid posilioning of scale and lsverage metrics somewhat ofiset by lower
reinvestmen! metrics, Hess ranks compeliively among its mid-range Baa peers in virtuafly afl of its metrics, following several vears of progress
in repasitioning its asset base for sustainable growth al more compelilive cosis.

While primarily focusing on unit costs and leverage in relation 1o the upsiream cperations, we adjusi Hess's debt by alloeating & portion of the
consolidated debt ' the downstream. We analyzed the cash generating capacity of the marketing business on an average basis ard
HOVENSA's expected pro-rala cash disiributions under mid-cycle assumptions. Based on variaus cash fow multiple measures, we have
allocated $1.4 billior of dabt fo the downstream and expect to continue using this segment allocation, barring 2 major change in the downslream
cash flow profile.

Raidg Fastors 7

Hess Corporation

Independent Exploration & Production Industry Aaa | Aa A |Baa | Ba: B | Cas

Factor 1: Reserves & Producticn Characteristics (40%) [1][2}
a) Avg Baily Production Quarterly {Mboerd)

12} Proved Developed Reserves {Million boe)

c) Total Proved Reserves {Million bee)

Factor 2: Re-lnvestment Risk (12%) [1][2}
a) 3-year Al-Sources FAD (S/hoe) X
b} 3-year Prillbit F&D Costs ncluding Revisions ($/boe) X

Factor 3: Operating & Capital Efficiency (16%) [1][2}
a) Leverage Full-Cycle Ratio X

Factor 4: Leverage And Cash Flow Coverage (32%) [12]
a) E&P Diebt / Average Daily Production Quarterly X
by E&F Debt / PD boe Reserves X
¢} (E&P Deb! + Fulure Development Capexj / Total Proved X
Reserves
d) (Retained Cash Flow - Sustaining Capex) / Total X
Debt
Rating:
a} Indicated Rating fram Grid Bat
b) Actual Raling Assigned Baaz

B




[#] Standard adjustments in accordance with "Rating Methodology. Moody's Agproach 1o Global Slandarg Adjustments in the Analysis of
Financial Statements for Non-Financial Corporetions, Pari 7, 2. and 3." in additien, Moody's adjusts for one-time ilems. [2] As of 3/221/2040(L);
Source: Magdy's Financial Matrics
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Fitch Affirms Hess Corporation’s IDR at ‘BBE'; Outlook Stable Ratings Endorsement
Policy
08 Dec 2011 10:52 AM (EST)

Fitch Ratings-Chicago-06 December 2011: Fitch Ratings has affirmed Hess Corporation (Hess; NYSE: HES) issuer
Defautt Rating (IDR) at 'BBB". The Rating Quliook is Stable. Anproximately £5.58 billlon in debt is affacted by today's rating
action, A full fist of ratings is at the end of this release.

Ratings Rationale

Hess' ratings are supporied by the company’s high exposure to liquids in the upstream (approximately 70% of reserves
and production were liquids at year-end [YE] 2010); strong operational metrics as calculated by Fitch, including competitive
three-year FD&A costs of $10.80/barre! of equivalent (bos); respectable three-year all-in reserve replacement of 1419%;
salid reserve growth, which has averaged 7.1% from 2005 to 2010: and sanservative debt balances. The company also
enjoys a modest level of diversification through its marketing and refining (M&R) segment, which includes a 50% stake in
the 350,000 barrels per day (bpd) HOVENSA jeint venture (JV) refinery, a 70,000 bpd FCC unit in Port Reading, NJ, and a
network of terminais and retail gasoline stations.

Ratings downsides for Hess center on high capex (latest 12 months [LTM} capex of $7.2 billion at Sept. 30, 2011 versus
$5.5 piltion in 2010%; recent chalienges in the upstream which have pushed the company to the lower bound of its 2011
guidance (375,000 boepd); higher Asset Retirement Obligations ($2.13 billion at Sept. 30, 2011 versus $1.36 bilion at YE
2010); and the possibility of additional {atbeit limited} spensor suppart for the HOVENSA JV.

Recent Upstream Performance

In terms of output, Hess' third quarter (3Q) production declined to just 344,000 boepd (17% below the yvear-ago period),
and was negatively impscted by the loss of Libya {23,000 boepd in 2010}, a fire at North Sea Valhall figld (17,000 bpd);
mechanical issues at the Llano #3 well in the Guif of Mexico, and poor weather in the Bakken, A number of these
stoppages are either temporary or expected to see restarts, including Valhali (September restart), and Llano #3 (an
expected first half [1H] 2012 restart). While no guidance has been given on restoration of production in the Libyan Sirte
basin, the Waha concession is now reported to be producing approximately 16,000 boepd (5% of total capacity} as of the
end of November--approximately 1,000 boepd of which is net t6 Hess.

Financial Performance

Despite the production glitches noted above, Hess' latest finarcial performance has been solid, driven by a very rabust oil
pricing environment. At Sept. 30, 2011, Hess generated LTM EBITDA of $7.22 billion. versus $6.54 billion at YE 2010 and
finished the period with debt largely unchanged at $5.59 billion, resutting in debVEBITDA leverage of just 0.77 times (x)
and interest coverage of 18.1x. High capex over the LTM geriod led the company {o generate negative free cash flow
{FCF} of $2.04 pillion. Fitch anticipates the company witl be FCF negative again in 2012 under Fitch's conservative base
case assumptions (WTI=%75/barrel, natural gas=%4.50/mef). However, Fitch also believes that Hess retains flexibility to
modify #ts capex budget and would note that during the 2009 downturr, the company dialed capex back to stay FCF
neutral in a lower hydrocarbon price environment,

Leverage, as maasured by debt per boe of proven reserves, ended 2010 at competitive levals. Tokal debtfboe of proven
reserves was $3.63 at YE 2010, and total debt per barre! of proved devetoped reserves was $6.60. After adding tax
adjusted asset retirement obligations and assigning approximately $750 million to other operations, adjusted dabt to
proved developad reserves was $6.83/boe at YE 2010,

Liquidity
Hess' liquidity was good at Sept. 30, 2011, and included cash and equivalents of $827 million, availability of $3.76 biflion
on the company's 34 billion senior unsecured revolver (maturing in 2016}, $93 million in avzilability on its $455 million A/R
securitization facility, and $2.15 billion in availability from other commilied iines expiring through 2014. Hess' main financial
covertant is a maximum debt-to-capitatization ratio of 62.5% (versus an actual ratio of 22.8% at Sept. 30, 2011). Near-term
maturities are fight and include project lease financing amortizations of $35 million in 2012 and 37 miliion in 2013, 5250
million in 7% notes due 2014, and no other major maturities due untit 2019,

http://www fitchratings.com/creditdesk/press_releases/detail.cfm?print=1 &pr_id=735482 272172012
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Catalysts

Catalysts for positive rating action include continued strang operational performance driven by reserve and preduction
growth at economic prices; additionat demanstration of capex flexibility fo prevent |arge negative FCFs: the ability to
maintain a strong credit profile during periods of weak commodily prices; and restrained growth in debt,

Catalysts for negative rating action include ongoing and sizable negative FCFs which resuit in additionat barrowings and
are iaveraging on 2 debt/boe basis; a leveraging acquisition, prolonged weak operational perforrnance or major regulatory
setback in the Gulf of Mexico; or a major iose af the company's energy trading operations.

Hess is a large, independent oil and gas producer with upstream operations focused in four core regions: the North Sea:
the United States, including the Gulf of Mexice; Africa; and Southeast Asia, At YE 20410, Hess' exploration and production
operations included praven reserves of 1.537 billion boe. Hess also owns a 50% interest in the 350,000 bpd HOVENSA JV
refinery in the U.S. Virgin 1slands and 100% of the 70,000-bpd Part Reading refinery in New Jersey. Hess' marketing
operations include a retail network of about 1,350 stations and energy trading operations.

Fitch affirms Hess' ratings as follows:

--Long-term DR at 'BBR

--Senior unsecured notes/debentures at 'BBS"
--Senior unsecured bank facility at 'BBB";
--Short-term IDR at 'F2";

--Commercial paper at ‘F2'.

Contact;

Primary Analyst

Mark C. Sadeghian, CFA
Senior Director
+1-312-368-2090

Fich Inc.

70 W. Madison Street
Chicago, L 60502

Secondary Analyst
Sean T. Sexton, CFA
Managing Director
+1-312-368-3130

Cammittee Chairperson;
Johin C Culver, CFA
+1-312-368-3216

Media Relations: Brian Berisch, New York, Tel: +1 212-808-0549, Emnail brian.berisch@fitchratings. com.

Additional information is available at 'www. fitchratings.com’. The ratings above were sulicited by, or on behalf of, the
issuer, and therefore, Fitch has been compensated for the provision of the rafings.

Applicable Criteria and Related Research

--Comorale Rating Methodology' (Aug, 12, 2011);

--'Rating Qil and Gas Expioration and Production Comparnies' {Aug. 5, 2011);

--'Shert-Term Ratings Criteria for Non-Financial Carparate’ {Aug. 12, 2011).

~-Updating Fitch’s Oil & Gas rice Deck--Mid-Year Update' {Aug. 10, 2011);

--0il & Gas Stafs Quarterly--First Quarter 2011 {July 27, 201 13

- Political Turmoil in North Africa and the Middle East (Implications for North American Upstream Companies), Feb. 25,
2011.

Applicable Criterla and Related Research:

Corporate Rating Methodolegy

Rating Oil and Gas Expforation and Production Comparnies
Shent-Term Ratings Criteria for Non-Financial Corporate

http://www.fitchratings.com/creditdesk/press_releases/detail.cfim Pprint=1&pr_id=735482 2/2122012
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Updating Fitch's Oif & Gas Price Deck -- Midyear Update

Cil & Gas Stats Quarterly -- First-Quarter 2071
Political Turmoil in North Africa and the Middle East (Implications for Narth American Upstream Companies)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP:{/F%TCHRATiNGS‘COMIUNDERSTANDJNGCREDETRATiNGS. [N ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
VWWW.FITCHRATINGS,COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST. AFFILIATE
FIREWALL, COMPLIANCE AND OTHER RELEVANT PGLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM
THE 'CODE OF CONDUCT' SEGTION OF THIS SITE.

Copyright @ 20112 by Filch, Inc., Filch Ratings Lid. and ils subsidiaries.

http:f/www.ﬁtcl‘:ratings.com/creditdesk/prcssw_releases/d etail.cfm?print=1&pr_id=735482 22172012
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OUR
COMPANY

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

and natural gas, as well as in refining and in marketing refined
petroleum 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 corporate
citizenship 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 2011 2010
Sales and other operating revenues $38,466 $33,862
Net income attributable to Hess Corporation $ 1,703 $ 2125
Net income per share diluted $ 5.01 $ 6.47
Common stock dividends per share $ .40 $ 40
Net cash provided by operating activities $ 4,984 $ 4,530
Capital and exploratory expenditures $ 7,462 $ 5,855
Weighted average diluted shares outstanding 339.9 328.3
FINANCIAL — AT YEAR END 20M1 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 2011 2010
Production — net
Crude oil and natural gas liquids (thousands of barrels per day)
United States 94 89
International 172 218
Total 266 307
Natural gas (thousands of mcf per day)
United States 100 108
International 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 430 471

(a) Total debt as a percentage of the sum of total debt and total equity.
(b) Reflects 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 oil 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 billion, 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 comparable to the previous year. Crude oil
and natural gas production was 370,000 barrels of oil
equivalent per day, an 11 percent decrease compared to
the 418,000 barrels of oil 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 Exploration 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 50 percent interest
in nearly 200,000 acres and acquiring Marquette
Exploration 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 more than 670 square

miles in a major petroleum province in Kurdistan.

Marketing and Refining lost $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 oil 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 earned $185 million in 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. Our debt 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 all
dedicated to Exploration and Production. 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 expect 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 oil 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 oil equivalent per day, compared

to an exit rate of 20,000 barrels of oil equivalent 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
expansion, 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 investment in our conventional opport-
unities, sanctioning the Tubular Bells project in the deep-
water Gulf of Mexico, in which Hess has a 57 percent
interest and is the operator. We anticipate first production
in 2014 and expect peak annual net production rate of
about 25,000 barrels of oil equivalent per day. In
Australia, 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 net feet of oil

and gas condensate. Further exploration drilling 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 gasoline 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 oil 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
to 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
improvement 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 million partnership to enhance the transition
from school 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 partnership with the government to
help transform primary and secondary education.

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

Hess was recognized for our efforts to communicate
openly about sustainable business practices. We were
cited by Bloomberg as first among 2,454 oil companies
in the world for disclosure of environmental, social and
corporate governance issues. Hess was also ranked
No.1 among S&P 500 companies for “Clean Capitalism”
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.

aaawé-%

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

e Doubled Bakken production to 30 mboe/d despite
harsh winter weather and severe spring floods

e Executed strategic entry into emerging Utica Shale play
in Ohio where Hess now has nearly 200,000 net acres

e Sanctioned the Hess operated Tubular Bells
development in the deepwater Gulf of Mexico

e Encountered 490 feet of net hydrocarbon pay at the
Hess operated Paradise-1 well in Ghana

e Acquired two promising exploration blocks in the
Kurdistan Region of Irag covering a combined area
of approximately 670 square miles
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AUSTRALIA

MARKETING AND REFINING
HIGHLIGHTS

e Advanced construction of a 512-megawatt natural
gas fired power plant in Bayonne, NJ which when
operational in 2012 will generate enough electricity
to power 500,000 homes in the New York City area

e Expanded Supply & Terminals marine diesel fuel sales
to include Philadelphia harbor

e Opened three new Hess Express locations and
expanded our Dunkin’ Donuts offering to a total of
555 sites

e Achieved outstanding safety performance

e Closed HOVENSA joint venture refinery in St. Croix,
U.S. Virgin Islands 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 oil equivalent per day in 2010. This decrease
primarily resulted from short-term setbacks, including
severe weather in North Dakota, the temporary
shut-in of the Llano No. 3 well in the Gulf of Mexico
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 oil equivalent per day from 15,000
barrels of oil equivalent per day the previous year,
despite harsh winter weather and severe flooding

in the spring. We generated strong growth throughout

the second half of the year and exited 2011 at a
net peak rate of approximately 50,000 barrels of ail
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
Eagle 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, operating a three rig program and

drilling approximately 25 to 30 wells in 2012.

In the deepwater Gulf of Mexico, net 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 well were also drilled and completed.
Additional wells are planned in 2012 and 2013.

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

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

per day. A 4D seismic survey of the block has
identified additional drilling opportunities to extend
the life of the fields. In Russia, a subsidiary in
which Hess holds a 90 percent interest drilled 28
wells 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 57 percent interest and is the
operator. Hull and topsides fabrication commenced
and first production is targeted for 2014.

Several projects in Europe hit important milestones. In
the Norwegian North Sea, redevelopment of the Valhall
Field (Hess 64%) 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 Kingdom, the Schiehallion

Field (Hess 16%) Floating Production, Storage 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 62%, 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 wellhead platform No. 7,
fabrication of platform No. 8 and sanctioning of
platforms No. 9 and No. 10. In Indonesia, Ujung
Pangkah’s (Hess 75%, operator) central processing
and accommodation and utility platforms were

completed 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 Notice of Discovery was filed with the Minister

of Energy of Ghana. The well encountered an
estimated 490 net feet of oil 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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On the Semai V Block in Indonesia, the Andalan No.1
and No. 2 wells were completed without encountering
commercial quantities of hydrocarbons. Hess is

the operator and has a 100 percent interest in the
license. Data from both wells are being processed
and interpreted. On Block CA-1 in Brunei, the

Julong Center well was completed but did not
encounter commercial quantities of hydrocarbons.
Hess has a 14 percent interest in the license

and additional wells are planned during 2012.

In Peru, on Block 64 in the Marafién Basin, the
Situche Norte 4X well spud in November and will be
completed in 2012. This well follows the previous
Situche Central light oil discoveries. Hess has a 50

percent working interest with Talisman as operator.

In August, our company acquired Marquette
Exploration for approximately $750 million, which
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

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

and drill approximately 29 appraisal wells.
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In Australia’s Beetaloo Basin, Hess announced a
partnership with Falcon Oil & Gas on the EP76, 117
and 98 licenses. These licenses cover more than 6.2
million acres in a large under-explored basin in northern
Australia with conventional and unconventional
potential. Hess has an option to earn a 63 percent
interest in the area. A 2D seismic program commenced
in 2011 and will continue in 2012.

In Kurdistan, Hess and partner Petroceltic

International signed production sharing contracts (PSE)
with the Kurdistan Regional Government of Iraq for
the Shakrok and Dinarta blocks. Hess is the operator
and has an 80 percent paying interest in these licenses.
The blocks are located northeast of Erbil and cover

a combined area of approximately 670 square miles.
Each PSC has an initial three-year exploration period

in which the joint venture plans to acquire 2D seismic
and drill at least one exploration well in each block.

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, a joint venture between Hess Corporation
and Petroleos de Venezuela S.A. announced in
January 2012 that it would shutdown its refinery

on St. Croix, United States Virgin Islands. Following
the shutdown, the complex will operate as an oil
storage terminal. Losses at the HOVENSA refinery
totaled $1.3 billion over the past three years and
were projected to continue. These losses were
caused primarily by weakness in demand for refined
petroleum products due to the global economic
slowdown and the addition of new refining capacity
in emerging markets. In the past three years, these
factors have caused the closure of 18 refineries in the

United States and Europe with capacity totaling

more than 2 million barrels of oil per day. In
addition, the low price of natural gas in the
United States put HOVENSA, an oil-fueled

refinery, at a competitive disadvantage.

Hess’ Port Reading, New Jersey, fluid catalytic
cracking (FCQ) facility located near New York
Harbor produces gasoline and fuel oil primarily for
markets in the Northeast United States. The facility
averaged feedstock runs of about 63,000 barrels
per day in 2011 versus 55,000 barrels per day in
2010. Feedstock runs were higher in 2011 due to

a planned major turnaround the previous year.

13



Hess Energy Marketing Customeré

SUPPLY & TERMINALS

Hess operates a network of 20 refined product
terminals on the East Coast of the United States, as
well as an oil storage facility in St. Lucia. Our East
Coast terminals provide the company a competitive
advantage in the supply of refined products to our
Retail and Energy Marketing businesses.

ENERGY MARKETING

Hess Energy Marketing is a major supplier of
natural gas, electricity and fuel oil to commercial,
industrial and utility customers in the Eastern United
States. In 2011, natural gas and electricity volumes
grew and operating margins improved due to strong
supply optimization results. In 2011 construction
continued in New Jersey on the Bayonne Energy
Center, a 512-megawatt, natural gas fueled electric
power plant 50 percent owned by Hess Corporation.
Once operational in mid-2012, the facility will
generate enough electricity to power approximately
500,000 homes in the New York City area.

14

RETAIL MARKETING

Retail Marketing is the leading independent gasoline
convenience store retailer on the East Coast with
1,360 Hess branded locations. Annual convenience
store revenues in 2011 excluding petroleum products
were approximately $1.2 billion, a decrease of

2 percent from 2010. Overall store gross margins,
however, increased in 2011 versus the prior year,
driven by improved store offerings including
development of a new fresh food concept and
testing of nationally branded quick-serve restaurant
concepts.

In addition, during the year the company opened
three new HESS EXPRESS locations and expanded
its successful Dunkin’ Donuts offering to a total

of 555 Hess and WilcoHess locations.
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Hess supports local fishermen at its Pangkah, Indonesia operation

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 company is committed to helping meet the
world’s increasing demand for energy in a manner that
safeguards our employees, preserves the environment
and makes a positive impact on the communities
where we operate. We strive each day to be a
trusted energy partner to communities, employees,
business partners, customers and investors

through sustainable business practices, which we

believe are essential to our license to operate.

Employee safety performance improved for the
seventh consecutive year in 2011. Contractor
safety performance deteriorated, driven primarily by
significantly increased activity in our North Dakota
operations. We took aggressive steps to address
this challenge, resulting in marked improvements

in safety performance by year end. We expect these
improvements to continue and we are focused on
regaining our trend of continuous improvement in safety.

With our rapid growth in unconventional energy
resources, we took measures to assure the public about
our approach to hydraulic fracturing. We registered

as a voluntary user of the web-based FracFocus
database, www.FracFocus.org, where we publicly
disclose the chemical composition of drilling fluids.

While we are focused on preventing safety, health and
environmental incidents, we recognize the importance
of maintaining a high level of emergency response
preparedness. As part of an effort to learn from the
Macondo incident in the Gulf of Mexico, Hess carried
out a comprehensive review of our emergency response
preparations. We joined the Marine Well Containment




Hess volunteers help in community gﬁuilding, North Dakota
|

Company and Helix Well Containment Group,

giving us access to rapidly deployable state of the
art containment response systems. In addition,

Hess participated in industry working groups and
task forces focusing on emergency preparedness
and response capabilities in the United States

and globally. At the same time, we confirmed the
integrity of our deepwater drilling operating methods
and adherence to worldwide drilling standards.

With respect to climate change, Hess has taken
measures to assess, monitor and reduce our carbon
footprint at existing and future operations. We made
considerable progress toward our 2013 goal of a
20 percent reduction in greenhouse gas emissions
intensity based on a 2008 baseline. We decreased
flaring from operations in Algeria and Equatorial
Guinea by more than 50 percent during the past
several years, achieving our flare reduction target
ahead of schedule. Our climate change strategy
also includes the purchase of certified renewable
energy certificates equivalent to at least 10 percent
of our annual net purchased electricity, along with
the purchase of certified carbon offsets to ensure
that the impact of our commercial air travel is
carbon neutral. For the third consecutive year, Hess
was included in the Carbon Disclosure Project’s
Global 500 and S&P 500 leadership indexes for

the quality of our climate change disclosure.

18
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Hess is an active supporter of several international
multi-stakeholder frameworks that seek to protect
the environment, promote transparency and advance
human rights, including the Extractive Industries
Transparency Initiative, the United Nations Global
Compact, the Voluntary Principles on Security

and Human Rights and the International Labour
Organization’s Fundamental Principles and Rights

at Work.

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. The first five-year phase of our partnership
in Equatorial Guinea to improve primary education is
nearing completion. A second five-year program will
launch in early 2012 and will focus on strengthening
secondary education and vocational training. We will
also continue efforts to support primary education.
In North Dakota, we announced a five-year $25
million partnership with the state government to
enhance secondary, higher and vocational education
in order to better prepare students to succeed in the
workforce. The company also supported activities

in more than 20 countries in the areas of youth and
community development, education and health.



Hess supported school, St. Lucia
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PART I

Items 1 and 2. Business and Properties

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 Iraq, Libya,
Malaysia, Norway, Peru, Russia, Thailand, the United Kingdom and the United States (U.S.). 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. In 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
Liquids (c) Natural Gas (BOE) (a)
2011 2010 2011 2010 2011 2010

(Millions of barrels) (Millions of mcf) (Millions of barrels)

Developed
United States ........................ 190 180 199 199 223 213
Europe (b) ...... ... 212 210 273 424 258 281
Africa......... .. 194 215 63 54 204 224
ASia ..o 25 22 677 638 138 128
621 627 1,212 1,315 823 846
Undeveloped
United States ...................c.... 183 124 161 81 210 138
Europe (b) ...... ... i 282 256 290 295 331 305
Africa ... i 56 55 8 9 57 56
ASIa .o 27 42 752 898 152 192
548 477 1,211 1,283 750 691
Total
United States . ................co.... 373 304 360 280 433 351
Europe (b) ...... ... 494 466 563 719 589 586
Africa......... ... 250 270 71 63 261 280
ASia ..o 52 64 1,429 1,536 290 320

1,169 1,104 2423 2,598 1,573 1,537

(a) Reflects natural gas reserves converted on the basis of relative energy content of six mcf equals one barrel of oil equivalent (one mcf
represents one thousand cubic feet). Barrel of oil equivalence does not necessarily result in price equivalence as the equivalent price of
natural gas on a barrel of oil equivalent basis has been substantially lower than the corresponding price for crude oil over the recent
past. See the average selling prices in the table on page 8.



(b)

(c)

Proved reserves in Norway, which represented 23% and 22% of the Corporation’s total reserves at December 31, 2011 and 2010,

respectively, were as follows:

Crude Oil, Condensate & Total Barrels of Oil
Natural Gas Liquids Natural Gas Equivalent (BOE)
2011 2010 2011 2010 2011 2010
(Millions of barrels) (Millions of mcf) (Millions of barrels)
Developed . .................... 108 97 137 157 131 123
Undeveloped . .................. 185 167 251 247 227 208

Total ......................... 293 264

388 404 358 331

Total natural gas 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 barrels undeveloped) at December 31, 2010.

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 production 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:

Crude oil (thousands of barrels per day)
United States

Offshore . ......... ... . i
Onshore ......... .. .,

Europe

Russia......... ...

Norway*
United Kingdom
Denmark

Africa

Asia

Other . ... .

Natural gas liquids (thousands of barrels per day)
United States

Offshore . ...... ... i
Onshore ......... ... . i

................. 10 11 12

89 88 83
................. 54 69 70
................. 4 23 22
................. 8 11 14
................. — 10 14

66 113 120
................. 6 7 8
................. 7 6 8

13 13 16

2011 2010 2009

................. 6 7 4
................. 717

R
................. 3 3 3
................. 11—
................. 17 18 14



2011 2010 2009

Natural gas (thousands of mcf per day)
United States

Offshore . . ... 61 70 55
Onshore . ... 39 38 38
100 108 93
Europe
NoOrWay ™ e 29 29 21
United Kingdom . ... ... 41 93 118
Denmark ... ... 11 12 12
_81 134 151
Asia and Other
Joint Development Area of Malaysia/Thailand JDA) .................. 267 282 294
Thailand . .. ... .. 84 85 85
Indonesia . .......oiii 56 50 65
(.11 T 35 10 2
442 427 446
Total . . 623 669 690
Barrels of oil equivalent (per day)** ............. ... ... .. ... .. ..... 370 418 408

*  Norway production for 2011 included 18 thousand barrels per day of crude oil, 1 thousand barrels per day of natural gas liquids and
15 thousand mcf per day of natural gas from the Valhall Field. Norway production for 2010 included 14 thousand barrels per day of
crude oil, 1 thousand barrels per day of natural gas liquids and 13 thousand mcf per day of natural gas from the Valhall Field.

*#%  Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence
does not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been
substantially lower than the corresponding price for crude oil over the recent past. See the average selling prices in the table 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%), Llano (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 2011, 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 Canyon 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 production and development operations.

Onshore: 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
commenced in May 2011. During 2012, 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 50% 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-year period.
Appraisal of the Utica acreage commenced in the fourth quarter 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 63%) 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 to 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 Valhall 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 Snorre 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 Atlantic (Hess
25%), Cromarty (Hess 90%), Fife, Flora and Angus (Hess 85%), Fergus (Hess 65%), Ivanhoe 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 natural gas production comes from the Corporation’s operated interest in the
South Arne 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 earn 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 85%) 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 (BMS) 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 production
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 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 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 490 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 1 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 JDA (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 JDA 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-Tbilisi-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
least 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 discoveries 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 partners 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 Norte 4X well which is expected to be completed in mid-2012.

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

Sales Commitments

In the E&P segment, the Corporation has contracts to sell fixed quantities 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 mcf 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 2029. The Corporation also
has a commitment to supply approximately 15 million mcf 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 mcf 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 conducted 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 $ 9856 $75.02 $60.67
Europe (b) . ... oo 80.18 58.11 47.02
AfTICA ..o 88.46 65.02 48.91
ASIA . o 111.71 79.23 63.01
Worldwide ........ ... .. 89.99 66.20 51.62
Natural gas liquids (per barrel)
United States .. ......oiuiri e $ 5859 $4792  $36.57
Europe (b) . ..o 75.49 59.23 43.23
ASIA . o 72.29 63.50 46.48
Worldwide . ....... ... 62.72 50.49 38.47
Natural gas (per mcf)
United States .. ...ttt $ 339 §$ 370 $ 3.36
Europe (b) . ... oo 8.79 6.23 5.15
Asiaandother......... ... ... ... .. 6.02 5.93 5.06
Worldwide ....... .. .. . 5.96 5.63 4.85
Average production (lifting) costs per barrel of oil equivalent
produced (c)
United States .. ...ttt $ 1630 $12.61 $13.72
Europe (b) . ..o 25.13 17.55 15.77
ATICA .o 15.95 11.00 10.93
Asiaandother........ ... .. ... . .. 10.62 8.16 7.65
Worldwide . ....... ... 17.40 12.61 12.12

(a) Includes inter-company transfers valued at approximate market prices and the effect of the Corporation’s hedging activities.

(b) The average selling prices in Norway for 2011 were $112.38 per barrel for crude oil, $62.07 per barrel for natural gas liquids and
$9.77 per mcf for natural gas. The average production (lifting) cost in Norway in 2011 was $31.09 per barrel of oil equivalent produced.
The average selling prices in Norway for 2010 were $79.47 per barrel for crude oil, $52.26 per barrel for natural gas liquids and
87.32 per mcf for natural gas. The average production (lifting) cost in Norway in 2010 was $18.33 per barrel of oil equivalent produced.

(c) Production (lifting) costs consist of amounts incurred to operate and maintain the Corporation’s producing oil and gas wells, related
equipment and facilities, transportation costs and production and severance taxes. The average production costs per barrel of oil
equivalent reflect the crude oil equivalent of natural gas production converted on the basis of relative energy content (six mcf 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 . ... oo 2,902 2,038
Europe (b) . ..ot 2,651 1,266
ALTICA . .o 8,009 4,625
Asiaand other . ... ... 11,250 6,960
Total (C) ..o 24,812 14,889

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

(c) Licenses covering approximately 29% of the Corporation’s net undeveloped acreage held at December 31, 2011 are scheduled to expire
during the next three years pending the results of exploration activities. These scheduled expirations are largely in Asia, South America
and the United States.

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

Developed
Apﬁﬁrcﬁ,glz o Productive Wells (a)
Productive Wells Oil Gas
Gross Net Gross Net Gross Net
(In thousands) -
United States ..., 972 684 1,446 730 65 51
Europe () . ... 1,015 787 282 189 21 2
Africa ... 9,832 933 903 130 — —
ASIa . oo 2,200 630 80 10 461 102
Total ... 14,019 3,034 2,711 1,059 547 155

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

(b) Gross and net developed acreage in Norway was 132 thousand and 43 thousand, respectively. Gross and net productive oil wells in
Norway were 44 and 29, respectively. Gross and net productive gas wells in Norway 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 States .............. . 20 — — 98 83 44
Europe ........ .. ... 6 1 7 25 18 12
Africa ... 1 1 1 1 11 23
Asiaandother .......... ... . . ... ... ... . ... _4 _6 _8 18 7 2
ﬂ _8 1_6 142 119 2
Dry holes

United States . ..., — 5 4 — — —
Europe ...... ... . .. 2 — — — — —
Africa ... 1 2 — — 1 —
Asiaandother .......... ... ... ... .. ... . ... _1 _2 _2 — — —
4 9 6 = 1 =

Total ... ﬁ ﬂ 2 142 120 2




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

Gross Net
Wells Wells

United States ... ..ot 203 71
BUrOpe .o 10 8
ARTICA . . e 1 1
Asiaand other . ... ... e 21 _6
Total ... e 235 8_6

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 S.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 Refinery Utilization

Capacity 2011 2010 2009

(Thousands of

barrels per day)
Crude . ..o 350* 81.1% 78.0% 80.3%
Fluid catalyticcracker .......... ... .. ... ... .. .. ..... 150 71.7% 66.5% 70.2%
COKeT it 58 77.4% 78.3% 81.6%

* HOVENSA’s crude oil refining capacity was reduced to 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 maintenance.

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 gas 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 turnaround.

Marketing

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 . .. ..ot 222 242 236
Distillates . . . ..ot 123 120 134
Residuals .. ... ..o 65 69 67
Other ..o 20 40 36
Total refined petroleum productsales .. ....................... 430 471 473
Natural gas (thousands of mcfperday) ............ .. ... .. ... .... 2,167 2,016 2,010
Electricity (megawatts round the clock) ............ ... ... ... .... 4,374 4,140 4,306

* Of total refined petroleum products sold, a total of approximately 37%, 41% and 45% was obtained from HOVENSA and Port Reading in
2011, 2010 and 2009, respectively. The Corporation purchased the balance from third parties under short-term supply contracts and spot
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 also 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 50% voting interest in a consolidated partnership that trades energy commodities 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 and Operations, for a discussion of competition and
market conditions.

Other Items
Gulf of Mexico Update

The Corporation has filed 183 Suspension of Operations (SOO) 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. In
addition, the Corporation has applied and received approval for exploration plans for two deepwater prospects.
Further discussions have been held with the BSEE concerning 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 covering the following topics: spill response 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 burning 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 business 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 to 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 both 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 such 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 liability, 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 all 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. Beginning 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. Future insurance coverage for the
industry could increase in cost and may include higher deductibles or retentions, or additional exclusions or
limitations. 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 fault. 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 is 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 governmental entity and commercial parties, liability of the commercial parties to the
governmental entity is joint and several.

Environmental

Compliance with various 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 and Analysis of Financial 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, current reports on Form 8-K and
amendments to those reports filed or furnished 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 Corporate 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

Our 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 to our securities may be described in a prospectus
supplement if we issue securities in the future.

Our business and operating results are highly dependent on the market prices of crude oil, natural
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 crude oil, natural gas, refined petroleum 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 returns. 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 quantities may be lower than estimated. Numerous uncertainties exist in estimating
quantities of proved reserves and future net revenues from those reserves. Actual future production, oil and gas
prices, revenues, 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. Our 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 p.l.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.

QOur 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 us 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 economic 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 penalties, 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 using
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
currently 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
international agreements and national, regional or local legislation and regulatory measures to limit greenhouse
gas emissions. These agreements and measures may require significant equipment modifications, operational
changes, taxes, or purchase of emission credits to reduce emission of greenhouse gases from our operations,
which may result in substantial capital expenditures and compliance, operating, maintenance 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 oil and natural gas, and in purchasing and marketing of refined petroleum products, natural gas and
electricity. Many competitors, including 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 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 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
(NJDEP) 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 70 companies entered into an Administrative Order on Consent with the Environmental Protection Agency
(EPA) to study the same contamination. The NJDEP 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 issued 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 trustees 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 commenced four
separate enforcement actions 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
assert violations of Virgin Islands Air Pollution Control laws and regulations arising out of air release incidents

16



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, each 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 under 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 liability
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.

17



PART II

Item 5. Market for the Registrant’s Common 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 Exchange (ticker
symbol: HES). High and low sales prices were as follows:

2011 2010
Quarter Ended High Low High Low
March 31 ... . $87.40 $76.00 $66.49  $55.89
June 30 . ... 87.19 67.65 66.22 48.70
September 30 ... ... ... 77.12 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 year shareholder return on a $100 investment in the
Corporation’s common stock assuming reinvestment of dividends, against the cumulative total returns for the
following indexes:

o Standard & Poor’s 500 Stock Index, which includes the Corporation, and
e 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,
$250
$200
$150
$100
$50
$0
2006 2007 2008 2009 2010 2011
—l— Hess Corporation $100.00 $204.69 $109.41 $124.29 $158.28 $118.19
— —A— - S&P 500 $100.00 $105.49 $66.47 $84.06 $96.74 $98.76
--@-- Amex Oil Index $100.00 $134.09 $86.51 $97.89 $114.57 $119.27

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

Following is information on the Registrant’s equity compensation plans at December 31, 2011:

Number of

Securities

Remaining
Available for

Number of Future Issuance
Securities to Weighted Under Equity
be Issued Average Compensation
Upon Exercise Exercise Price Plans
of Outstanding of Outstanding (Excluding
Options, Options, Securities
Warrants and Warrants and Reflected in
Plan Category Rights (a) Rights (b) Column (a)) (¢)
Equity compensation plans approved by security
holders ........ ... .. .. . i 13,570,000 $61.68 8,403,000%*
Equity compensation plans not approved by security
holders™* . ... ... ... . . . — — —

These securities may be awarded as stock options, restricted stock or other awards permitted under the Registrant’s equity compensation
plan.
**  The Corporation has a Stock Award Program pursuant to which each non-employee director received approximately $150,000 in value

of the Corporation’s common stock in 2011. These awards were made from shares purchased by the Corporation in the open market.

See Note 11, Share-based Compensation in the notes to the Consolidated 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 $ 7,764 $ 6,303
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 3,408 3,451 2,322
Convenience store sales and other operating
TEVENUES . oottt ettt e et e et 1,459 1,636 1,716 1,354 1,484
Total . ... $38,466  $33.,862  $29,614  $41,134  $31,727
Net income attributable to Hess Corporation . . .. ..... $ 1,703(a) $ 2,125(b) $ 740(c) $ 2,360(d) $ 1,832(e)
Earnings per share
Basic ... $ 505 $ 652 $ 228 $ 735 $ 586
Diluted ....... ... .. .. $ 501 $ 647 $ 227 $ 724 $ 574
Total ASSELS . . o v v oe e e e e $39,136  $35,396  $29,465  $28,589  $26,131
Totaldebt ....... ... .o $ 6,057 $ 5583 $ 4467 $ 3955 $ 3,980
Total eqUity . ... ..ottt $18,592  $16,809  $13,528  $12,391  $10,000
Dividends per share of common stock .............. $ 40 $ 40 $ 40 $ 40 $ 40

(a) Includes after-tax charges totaling $694 million relating to the shutdown of the HOVENSA L.L.C. (HOVENSA) refinery, asset
impairments and an increase in the United Kingdom supplementary tax rate, partially offset by after-tax income of $413 million relating

to gains on asset sales.

(b) Includes after-tax income of $1,130 million relating to gains on asset sales, partially offset by charges totaling $694 million for an asset
impairment, an impairment of the Corporation’s equity investment in HOVENSA, dry hole expense and premiums on repurchases of

fixed-rate public notes.

(¢) Includes after-tax expenses totaling $104 million relating to repurchases of fixed-rate public notes, retirement benefits, employee
severance costs and asset impairments, partially offset by after-tax income totaling $101 million principally relating to the resolution of

a United States royalty dispute.

(d) Includes after-tax expenses totaling $26 million primarily relating to asset impairments and hurricanes in the Gulf of Mexico.

(e) Includes net after-tax expenses of $75 million primarily relating to asset impairments, estimated production imbalance settlements and a
charge for MTBE litigation, partially offset by income from LIFO inventory liquidations and gains on asset sales.
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Item 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 2011 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 manner. The Corporation’s total proved reserves were 1,573 million
barrels of oil 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 oil 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 mcf 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 408,000 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:

* In 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.

* In 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 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 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. 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.

e In 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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e 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 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.

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 refinery 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.

Liquidity 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 31, 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 . ......o.ii i $4,305  $2,935  $1,200

International ... ... ... ... .. 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  $5,855  $3,245
Exploration expenses charged to income included above:

United SALES ..\ttt et e e $ 197 $ 154 $ 144

International . ....... .. ... ... 259 209 183

Total exploration expenses charged to income included above . . . ... $ 456 $ 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 Results 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,
except per share data)
Exploration and Production . .......... ... . ..., $2,675 $2,736  $1,042
Marketing and Refining . ........ ... .. .. .. i (584) (231) 127
COIPOTALE . . o\ ettt ettt e e e e e e e e (154) (159) (205)
INEEIeSt EXPEISE . . v vttt et et e (234) (221) (224)
Net income attributable to Hess Corporation . ..................... $1,703  $2,125 $ 740
Net income per share —diluted . . ................ ... ... ... .. $ 501 $647 $ 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 items in the table below are explained on pages 27 through 30.

2011 2010 2009
(Millions of dollars)
Exploration and Production ............ ... ... .0, $244 $732 $ 45
Marketing and Refining .. ......... ... .. .. ... .. . .. (525) (289 12
COTPOTALE . o v ettt e e e e e e e e e e e e — (7 (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 earnings. 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
jurisdiction 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
(Millions of dollars)
Sales and other operating revenues™ ........... ... ... ... . ..... $10,047 $8744 $6,835
Other, Nt . .o oo 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
IMPAIIMENt ..ttt t e ettt et e 1,195 865 829
General, administrative and other expenses .................. 313 281 255
Depreciation, depletion and amortization .................... 2,305 2,222 2,113
ASSEt TMPAITMEeNtS . . ..ottt 358 532 54
Total costs and eXpenses . .. .........oueuevrenenennnn... 6,523 5,824 5,056
Results of operations before income taxes ..................... 3,988 4,153 1,986
Provision for inCome taxes . ............ouuiiuiiinn... 1,313 1,417 944
Results of operations attributable to Hess Corporation . ........... $ 2,675 $2736 $1,042

* Amounts differ from E&P operating revenues in Note 19, Segment Information in the notes to the Consolidated Financial Statements
primarily due to the exclusion of sales of hydrocarbons 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 primarily 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 million 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 oil — per barrel (including hedging)
United States . ...ttt $ 9856 $75.02 $60.67
Europe . ... 80.18 58.11 47.02
Africa ... 88.46 65.02 48.91
ASI . o 111.71 79.23 63.01
Worldwide ....... ... . 89.99 66.20 51.62
Crude oil — per barrel (excluding hedging)
United States . ...ttt $ 9856 $75.02 $60.67
Europe . ... 80.18 58.11 47.02
Africa ... 110.28 78.31 60.79
ASI . o 111.71 79.23 63.01
Worldwide ....... ... 95.60 71.40 56.74
Natural gas liquids — per barrel
United States . ...ttt $ 5859 $47.92 $36.57
Europe . ... 75.49 59.23 43.23
ASI . o 72.29 63.50 46.48
Worldwide ....... ... 62.72 50.49 38.47



2011 2010 2009

Natural gas — per mcf

United States . .. ..ot $3.39  $3.70 $3.36
Burope ... ... 8.79 6.23 5.15
Asiaandother....... ... ... .. . ... . 6.02 5.93 5.06

Worldwide .. ... ... .. e 5.96 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 crude 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
boepd 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
production.

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

2011 2010 2009

(In thousands)
Crude oil — barrels per day
United States .. ...ttt e 81 75 60
BUurope . ... 89 88 83
AfTica . 66 113 120
N T 13 13 16
Total ... 249 289 279
Natural gas liquids — barrels per day
United States .. ...t 13 14 11
BUrOpe .o 3
ASIA . o 1 1 —
Total ... 17 18 14
Natural gas — mcf per day
United States ... ...ttt e 100 108 93
BUrope . ... 81 134 151
Asiaand other . ... ... . . 442 427 446
Total ... 623 669 690
Barrels of oil equivalent — perday* ............................. 370 418 408

* Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence does
not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been substantially
lower than the corresponding price for crude oil over the recent past. See the average selling prices in the table above.
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United States: Crude oil production 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 production 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
increased 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 2011 was higher than 2010, primarily due to higher total
nominations at the Joint Development Area of Malaysia and Thailand (JDA) 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 2011. Natural gas production in 2010 was lower than in 2009, primarily due to
downtime at the Pangkah Field in Indonesia and a temporary shut-in at the Bumi Field in the JDA.

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 and 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. In 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 Taxes: 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 due 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 20009.

Items Affecting Comparability of Earnings: Reported E&P earnings 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 $1,208 $ — $ 413 $1,130 $—
Royalty dispute resolution . . ......... — — 143 — — 89
Asset impairments . ................ (358) (532) 54) (140) (334) (26)
Dry holeexpense .................. — (101) — — (64) —
Reductions in carrying values of
ASSELS .« vt — — (23) — — (18)
Income tax adjustment ............. — — — (29) — —

$ 8 § 575 $ 66 $244 $ 732 $ 45

2011: 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.

2010: 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 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 Indonesia 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 carrying 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 carrying 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 Item 1A. Risk
Factors Related to Our Business and Operations.

Marketing and Refining

Results from M&R activities were losses of $584 million in 2011, losses of $231 million 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 losses 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 2011. 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 L.L.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 a loss of $198 million in 2011, $137 million in 2010 ($222 million before income taxes) and $141 million
($230 million before income taxes) in 2009. U.S. Virgin Island 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 turnaround
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 turnaround
were approximately $30 million. The turnaround 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 Refinery Utilization
Capacity 2011 2010 2009
(Thousands of - - -
barrels per day)
HOVENSA
Crude . ... 350* 81.1% 78.0% 80.3%
Fluid catalytic cracker ................ ... ... .. .... 150 71.7% 66.5% 70.2%
CoKer .ot 58 774% 78.3% 81.6%
PortReading .. ....... ... . 70 90.0% 78.1% 90.2%

* HOVENSA’s crude oil refining capacity was reduced to 350,000 from 500,000 barrels per day in the first half of 2011.

Marketing: Marketing 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 earnings in 2011 compared with 2010 was due to lower sales volumes and lower margins. The
increase in earnings in 2010 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 per day) ........ 430 471 473
Natural gas (thousands of mcfperday) ........... ... .. ... .. ..... 2,167 2,016 2,010
Electricity (megawatts round the clock) ........... ... .. ... .. ... ... 4,374 4,140 4,306

The Corporation has a 50% voting interest in a consolidated partnership that trades energy commodities 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 related 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 earnings 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 Item 1A. Risk Factors Related to Our Business and Operations.

Corporate

The following table summarizes corporate expenses for the years ended December 31:

2011 2010 2009
(Millions of dollars)
Corporate expenses (excluding items affecting comparability) ......... $260 $256 $227
Income taxes (benefits) .. ... ... (106) (104) (82)
Net COrporate EXPEeNSES . . .« v v v vttt e e e e e 154 152 145
Items affecting comparability between periods, after-tax ............. — 7 60
Total corporate expenses, after-tax ...............oouueeunn..... $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 . ........... ... $ 396 $ 366 $ 366
Capitalized interest ... ....... ...ttt (13) &) (6)
Interest expense before income taxes ....................... 383 361 360
Income taxes (benefits) . ....... ... . ... .. .. (149) (140) (136)
After-tax interest EXPense . ... ....veeiee 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.

Consolidated Sales and Cost of Products Sold

Sales and other operating revenues totaled $38,466 million in 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)
Cash and cash equivalents ........... ... .. ... i, $ 351 $ 1,608
Short-term debt and current maturities of long-termdebt ................. $ 52 3 46
Total debt . . v oot e $ 6,057 $ 5,583
Total EQUILY . . o oottt e e $18,592 $16,809
Debt to capitalization ratio™ .......... ... ... .. L 24.6% 24.9%

* Total debt as a percentage of the sum of total debt plus equity.

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 . . .. ..o vttt e $4984 $4530 $ 3,046
Investing activities .. .. .......uuittn et (6,566) (5,259) (2,924)
Financing activities .. ........... ...t 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 earnings 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 earnings.

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 .. ........u.iii et $ 89 $ 552 $ 611
Production and development .............. ... ... .. .. ..... 4,673 2,592 1,927
Acquisitions (including leaseholds) ......................... 1,346 2,250 262
6,888 5,394 2,800
Marketing, Refining and Corporate ........................... 118 98 118
Total ... $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 JDA. 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 from 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 Requirements 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 financial 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. In 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 Credit Issued Total Used Capacity
(Millions of dollars)

Revolving credit facility ............. April 2016  $ 4,000 $ — $ 173 $ 173 $3,827
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 ... $7,762 $450 $1,698 $2,148 $5,614

(a) Total capacity of $1 billion subject to the amount of eligible receivables posted as collateral.

(b) Committed and uncommitted 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-backed facility.

The Corporation also has a shelf registration statement filed with the SEC under which it may issue
additional debt 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 billion 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
Consolidated 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.

Contractual 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
Total 2012 2014 2016 Thereafter
(Millions of dollars)
Total debt* . .......................... $6,057 $ 52 $ 386 $ 459 $ 5,160
Operating leases ....................... 3,210 531 1,195 320 1,164
Purchase obligations
Supply commitments ................. 8,131 7,187 782 149 13
Capital expenditures and other
investments ....................... 3,045 1,640 873 257 275
Operating expenses . .................. 3,039 1,637 829 204 369
Other long-term liabilities . ............. 3,327 290 556 463 2,018

* At December 31, 2011, the Corporation’s debt bears interest at a weighted average rate of 6.8%.

Supply commitments include term purchase agreements at market prices for a portion of the gasoline
necessary to 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 2011, 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, LLC (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, 2011.

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 CIEdit . . ..o ettt e e e e e e $ 67
GUATANEEES . . o v vttt e e e e e e e e e e e e 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 Consolidated 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 Iraq, 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 Item 1 A. 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 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
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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 Oil 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 used. 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, including 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 unit 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 is
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 allocates
financial and technical resources globally 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). If
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 because 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 components are economically similar for the
following reasons:

* The Corporation operates its exploration and production segment as a single, global business.
e Each component produces oil and gas.

¢ The exploration and production processes are similar in each component.

e The methods used by each component to market and distribute oil and gas are similar.

e Customers of each component are similar.

e 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, goodwill 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 to 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 carryforwards 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
realizability 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 Value 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 Corporation 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 accrued 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 inputs: 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 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 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.

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
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 expectations 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 earnings in the same period that the hedged item is recognized in earnings. 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 value of the related hedged commitment is recorded as an adjustment to its carrying amount and
recognized currently in earnings.

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
carrying 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 external 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 collateral 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 Islands 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 facility, 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 requirements that mandate a lower sulfur content of fuel oils 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
affect 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 issued 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 $50 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 Item 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 commodity 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 consolidated 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 petroleum 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
commodities. 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 Corporation uses value at risk to monitor and control commodity risk within its risk management and
trading activities. The value at risk model uses historical simulation and the results represent the potential loss in
fair value over one day at a 95% confidence 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 commodity 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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e 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.

e 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 commodity 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.

e 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
Corporation 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 various 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 December 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)
AtDecember 31 ... . $94 $5
AVEIAZE o . oottt 30 5
High .o 94 6
L oW . o 8 4

The increase in the value at risk for the Corporation’s energy marketing and risk management commodity
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 earnings 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)
AtDecember 31 ... ... $4 $14
AVETAZE o oot 11 14
High .o 16 15
L OW Lo e 4 12

The information that follows represents 100% of the trading partnership and the Corporation’s proprietary
trading accounts. Derivative trading transactions are marked-to-market and unrealized gains or losses 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
(Millions of dollars)
Fair value of contracts outstanding at January 1 ............................. $ 94 $110
Change in fair value of contracts outstanding at the beginning of the year and still
outstanding atthe end of the year .. ....... ... .. ... .. .. .. .. . . ... (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 .......... (120) 207
Fair value of contracts outstanding at December 31 ................ .. .. ... ... $@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 used 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 ... . $@45 $3H $ B3 $ () $ A0
Level 2 ... . 285 276 36 3) 24)
Level 3 ... . (326) (325) (60) 30 29
Total ....... ... . . . . ... $@8) $ @) $ 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 ............... .. .. ... .. $ 389 $ 314
Investment grade determined internally® . ........ ... ... .. .. ... .. .. .. .. 304 272
Less than investment grade ... .......... ..ottt 89 48
Fair value of net receivables outstanding at December 31 ................... $ 782 $ 634

* Based on information provided by counterparties and other available sources.
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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 Internal 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.

Yy ac%éﬂ‘@%

John P. Rielly John B. Hess
Senior Vice President and Chairman of the Board and
Chief Financial Officer Chief Executive Officer

February 27, 2012
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Hess Corporation

We have audited 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 our 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 deteriorate.

In our opinion, Hess Corporation maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2011 based on the COSO 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 consolidated income, cash flows, and equity and
comprehensive income for each of the three years in the period ended December 31, 2011 of Hess Corporation
and consolidated subsidiaries, and our report dated February 27, 2012 expressed an unqualified opinion thereon.

Sanet + 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. Our 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
opinion.

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 Internal 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.

Samt ¥ 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 . ... ...... ... . i $ 351 $ 1,608
Accounts receivable
Trade . ..o 4,761 4,478
Other . oo 250 240
INVENLOTIES . . . ottt ettt e e e e 1,423 1,452
Other CUITENT @SSELS . . . . vttt ettt et et e e e e et e e e e e e e e e e 1,554 1,002
Total CUITENE ASSELS . . o\ ottt e et e e e e e e e e e e e e et 8,339 8,780
INVESTMENTS IN AFFILIATES . ... . s 384 443
PROPERTY, PLANT AND EQUIPMENT
Total — At COSE . . .ottt e 39,710 35,703
Less reserves for depreciation, depletion, amortization and lease impairment . ............... 14,998 14,576
Property, plant and equipment — net . ... ...... ... 24,712 21,127
GOODWILL .. e 2,305 2,408
DEFERRED INCOME TAXES . . ... e s 2,941 2,167
OTHER ASSET S . . e 455 471
TOT AL ASSE TS . .o $ 39,136 $ 35396
LIABILITIES AND EQUITY
CURRENT LIABILITIES
ACCOUNES PAYADIE . .« .\ $ 3712 $ 4,274
Accrued lHabilities . ... ... . e 3,524 2,567
Taxes payable . ... ... 812 726
Short-term debt and current maturities of long-termdebt . ......... ... .. .. ... L .. 52 46
Total current liabilities . . .. ... ... ... . 8,100 7,613
LONG-TERM DEBT . ... e e e 6,005 5,537
DEFERRED INCOME TAXES . . ... e e 2,843 2,995
ASSET RETIREMENT OBLIGATIONS . . ... s 1,844 1,203
OTHER LIABILITIES AND DEFERRED CREDITS ......... ... ... ... ... .......... 1,752 1,239
Total Habilities . . . .. .ot e 20,544 18,587
EQUITY
Hess Corporation Stockholders’ Equity
Common stock, par value $1.00
Authorized — 600,000 shares
Issued: 2011 — 339,976 shares; 2010 — 337,681 shares . ......................... 340 338
Capital inexcess of par value . .......... ... i 3,417 3,256
Retained arnings . . . .. ..ottt 15,826 14,254
Accumulated other comprehensive income (10SS) . .. ..ottt (1,067) (1,159)
Total Hess Corporation stockholders’ equity .............. ... ... ... .. .. 18,516 16,689
Noncontrolling INLETESLS . . . .« . vttt ettt e e e e e e e e e 76 120
Total eqUItY . .. ... 18,592 16,809
TOTAL LIABILITIES AND EQUITY . ... ... e $ 39,136 $ 35396

The consolidated financial statements reflect the successful efforts method of accounting for oil 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 HOVENSA L.L.C. .......... (1,073) (522) (229)
Gains on asset Sales . . ... . e 446 1,208 —
Other, NEt . . .o 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 .. ...........iiiii i 2,352 1,924 1,805
Marketing eXpenses . . ... o.vut ettt 1,069 1,021 1,008
Exploration expenses, including dry holes and lease impairment . . . . . .. 1,195 865 829
Other Operating EXpPenSeSs . .. ..o vt et et n ettt en 171 213 183
General and administrative eXpenses . ..............c.ooueenenon.. 702 662 647
INEEreSt EXPENSE . o . vt vttt et 383 361 360
Depreciation, depletion and amortization ......................... 2,406 2,317 2,200
ASSEt IMPAIIMENtS . . ..ottt et 358 532 54
Total costs and eXPensSes . . ... ....vuein it 35,410 31,302 28,047
INCOME BEFORE INCOME TAXES . ........... ... ... .ooa.. 2,461 3,311 1,522
Provision for inCOmMe taxes . ... ... ...t 785 1,173 715
NETINCOME . .. ... . e $ 1,676 $ 2,138 $ 807
Less: Net income (loss) attributable to noncontrolling interests . . ... ... 27 13 67
NET INCOME ATTRIBUTABLE TO HESS CORPORATION ...... $ 1,703 $ 2,125 $ 740
BASICNET INCOME PERSHARE ............................ $ 5.05 $ 652 $ 228
DILUTED NET INCOME PERSHARE ......................... $ 5.01 $ 647 $ 227
WEIGHTED AVERAGE NUMBER OF COMMON SHARES
OUTSTANDING (DILUTED) .........otiiiiiiiiiinaannn 339.9 328.3 326.0

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
NELINCOME . . o vt e e e e e e e e e e e e e e s $1,676 $2,138 $ 807
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation, depletion and amortization .................c.coevuen.n.. 2,406 2,317 2,200
(Income) loss from equity investment in HOVENSA LL.C. .............. 1,073 522 229
ASSEt TMPAITMENLS . . .ottt et e 358 532 54
Exploratory dry hole COSts . ... ..ot 438 237 267
Lease impairment ... .......u ettt e 301 266 231
Stock compensation EXPeNSE . . ... v.v vt vttt 104 112 128
Gains on asset SaAles . ... ... e (446) (1,208) —
Provision (benefit) for deferred income taxes .......................... (623) (495) (438)
Changes in operating assets and liabilities:
(Increase) decrease in accounts receivable .......................... (243) (760) 320
(Increase) decrease in INVENLOIIES . .. .o v vv et eii et eii e 4 (16) (137)
Increase (decrease) in accounts payable and accrued liabilities .......... 544 1,141 (542)
Increase (decrease) in taxes payable ........... ... ... ... .. . . ... 46 95 (81)
Changes in other assets and liabilities ............... ... ... ... .... (654) (351) 8
Net cash provided by operating activities ......................... 4,984 4,530 3,046
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures . .. ... (7,006) (5,492) (2,918)
Proceeds from asset sales . .......... oot 490 183 —
Other, Net . . ... (50) 50 (6)
Net cash used in investing activities .................c.ovvuen.... (6,566) (5,259) (2,924)
CASH FLOWS FROM FINANCING ACTIVITIES
Net borrowings (repayments) of debt with maturities of 90 daysorless ....... 100 — (850)
Debt with maturities of greater than 90 days
BOITOWINGS . . .ottt 422 1,278 1,991
Repayments ... ... (100) (180) (694)
Cash dividends paid . ....... ... .. (136) (131) (131)
Noncontrolling interests, Net ... ... ...ttt 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 AT END OF YEAR ................. $ 351 $1,608 $ 1,362

See accompanying notes to consolidated financial statements.
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
STATEMENT OF CONSOLIDATED EQUITY AND COMPREHENSIVE INCOME

Balance at January 1,2009 ......... ... ... ... ...
NEtINCOME . oo\ttt e e e ettt et

Deferred gains (losses) on cash flow hedges, after-tax

Effect of hedge losses recognized in income .. ........
Net change in fair value of cash flow hedges .........
Change in postretirement plan liabilities, after-tax .......

Change in foreign currency translation adjustment and

other . ...

Comprehensive income (10ss) . ..................
Activity related to restricted common stock awards, net . . . . .
Employee stock options, including income tax benefits . . ...
Cash dividends declared .............................
Noncontrolling interests, net ..........................

Balance at December 31,2009 .......... ... ..........

NEetinCome . .. ...ttt et

Deferred gains (losses) on cash flow hedges, after-tax

Effect of hedge losses recognized in income ..........
Net change in fair value of cash flow hedges .........
Change in postretirement plan liabilities, after-tax .......

Change in foreign currency translation adjustment and

Other . ... o

Comprehensive income (1088) ...................
Common stock issued for acquisition ...................
Activity related to restricted common stock awards, net . . . . .
Employee stock options, including income tax benefits . . ...
Cash dividends declared . ............................
Noncontrolling interests, net ..........................

Balance at December 31,2010 ........................

NEtINCOME . oo\ttt e e ettt e

Deferred gains (losses) on cash flow hedges, after-tax

Effect of hedge losses recognized in income .. ........
Net change in fair value of cash flow hedges .........
Change in postretirement plan liabilities, after-tax .......

Change in foreign currency translation adjustment and

other . ...

Comprehensive income (10ss) . ..................
Activity related to restricted common stock awards, net . . . . .
Employee stock options, including income tax benefits . . ...
Cash dividends declared .............................
Noncontrolling interests, net ..........................

Balance at December 31,2011 ........................

Capital in

Accumulated
Other

Total Hess

Common Excessof Retained Comprehensive Stockholders’

Noncontrolling Total

Stock Par Earnings Income (Loss) Equity Interests Equity
(Millions of dollars)
$326 $2,347 $11,642 $(2,008)  $12,307 $ 84 $12,391
740 740 67 807
963 963 — 963
(729) (729) — (729)
(6) (6) — (6)
105 105 (5) 100
1,073 62 1,135
1 61 — — 62 — 62
— 73 — — 73 — 73
— — (131) — (131) — (131)
e — — @
327 2481 12,251 (1,675) 13,384 144 13,528
2,125 2,125 13 2,138
656 656 — 656
(198) (198) —  (198)
28 28 — 28
30 30 1 31
2,641 14 2,655
9 639 — — 648 — 648
1 59 — — 60 — 60
1 105 — — 106 — 106
- — 132 — (132) — 132)
— (28) 10 — (18) (33) (56
338 3,256 14,254 (1,159) 16,689 120 16,809
1,703 1,703 27) 1,676
432 432 — 432
2 2 — 2
(246) (246) — (246)
96) 96) 2 94)
1,795 (25) 1,770
1 52 — — 53 —_ 53
1 138 — — 139 — 139
— — (136) — (136) —  (136)
— (29) 5 — (24) 19) 43)
$340 $3,417 $15,826 $(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 U.S. generally accepted accounting principles (GAAP),
management makes estimates and assumptions that affect the reported 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 to
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, natural 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 crude 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 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
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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 earnings.

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 use, which for oil 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.

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. 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 Assets: The Corporation reviews long-lived assets for impairment 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.
Oil and gas prices used for determining asset impairments will generally differ from the average prices used 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. 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.

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, goodwill is not impaired. If the carrying 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 liability 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 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 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 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. 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
investments 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 1 inputs: 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 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 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.

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 unobservable 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
turnarounds. 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

2011: In the third quarter of 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 (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 liabilities assumed were recorded at fair value. The estimated fair value was based on a
valuation 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 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. 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 oil 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 Oil & Gas) for approximately
$675 million through the issuance 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 located 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 13% in
the Valhall and Hod fields, respectively, for $507 million in cash. This acquisition was accounted for as a
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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
acquired and liabilities assumed in 2010 and adjusted for final post-closing adjustments in both of these
transactions:

Exchange Acquisition Total
(Millions of dollars)

Property, plant and equipment ............ ... . ... ..... $2,020 $ 570 $2,590
Goodwill ... . 688 219 907
CUurrent assetS . .. ... ..ttt 155 23 178

Total assets acquired . ............. ... ..., 2,863 812 3,675
Current liabilities . ............ . ... ... ... (135) (32) (167)
Deferred tax liabilities ................ ... ... .......... (688) (219) (907)
Asset retirement obligations . ........ .. .. .. . . L. (188) 54) (242)

Netassets acquired ... ........oviineinerneinenn... $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
value measurement 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 million 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 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.
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4. Inventories

Inventories at December 31 were as follows:

2011 2010

(Millions of dollars)

Crude oil and other charge stocks . ........... .. .. . i $ 451 $ 496
Refined petroleum products and natural gas ............. .. ... ... ... ..... 1,762 1,528
Less: LIFO adjustment . . . .. .o .ottt (1,276) (995)
937 1,029

Merchandise, materials and supplies . ................. .. 486 423
Total INVENLOTIES - . o v e e e e e e e e e e e e e e e e e e e e $ 1,423 $1,452

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.

5. HOVENSA L.L.C. Joint Venture

The Corporation has a 50% interest in HOVENSA L.L.C. (HOVENSA), a joint venture with a subsidiary of
Petroleos 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
S-X, the Corporation has filed the audited financial statements for HOVENSA in this report 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 ...................coooun... $ 42 3 45 3 78
Other current assets .. .............iuriireuneanean... 329 668 580
Net fixed assets .. ...ttt — 1,987 2,080
Other assetS . ..........i it 10 27 33
Current liabilities, including member support .. ........... (1,858) (1,001) (953)
Long-termdebt .......... .. .. .. .. . .. .. .. ... —* (706) (356)
Deferred liabilities and credits .. ....................... (115) (135) (137)
Members” qUity ... ...t $(1,592) $ 885 $ 1,325
Carrying value of Hess Corporation’s equity investment .. $ — $ 158 $ 681
Summarized Income Statement, for the years ended
December 31
SaleS .. $ 13,126 $ 12,258 $ 10,048
Costs and EXPENSES . .« vt vttt e (15,613) (12,696) (10,499)
Netincome (I0SS) ..o vttt e $ 2487) $ (438 $ (451
Hess Corporation’s income (loss) from equity investment
in HOVENSALL.C. ... ... .. ... ... .. $ (1,073)*% § (522)** § (229)

*  Long-term debt of $356 million was classified as a current liability, resulting from HOVENSA'S tender offer in January 2012 to
repurchase the debt.

**  The Corporation’s share of HOVENSA’s 2011 loss excludes $300 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 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.

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 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 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 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 a market based discount rate (a Level 3 fair value 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 . ... ....ouuue ettt e e $ 4,064 $ 3,796
Proved properties . . .. ... 3,975 3,496
Wells, equipment and related facilities ................ ... .. ... ... .. 29,239 26,064
37,278 33,356
Marketing, Refining and Corporate . ............. .. ... it . 2,432 2,347
Total — At COSt . o oottt 39,710 35,703
Less: reserves for depreciation, depletion, amortization and lease
IMPAITMENT . . ottt e e e e e e e e e 14,998 14,576
Property, plant and equipment —mnet ............. .. .. .. ... ... $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 atJanuary 1 ......... ... ... ... ... ... .. ... $1,783  $1.437  $1,094
Additions to capitalized exploratory well costs pending the
determination of proved reserves .. .............c...oiia... 512 675 433
Reclassifications to wells, facilities, and equipment based on the
determination of proved reserves .. .............c...oiia... 171) (87) (16)
Capitalized exploratory well costs charged to expense ............ 90) (110) (74)
DISPOSIHONS .+ . o\ vttt ettt e e e 12) (132) —
Ending balance at December 31 ............. ... ... ... ..., $2,022  $1,783  $1,437
Number of wellsatend of year ......... ... .. .. ... ... ... .... 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 were 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 $ 423
2000 . 448
2008 . 392
2007 72
2000 ... 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 year 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 ......... ... .. .. . . $2,408 $1,225
ACQUISTHONS .« .« o v e ettt et e e e e e e e e e — 1,255
Dispositions and other . .. ... . (103) (72)
Ending balance at December 31 ... ........ ... .. $2,305  $2,408

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

(Millions of dollars)

Asset retirement obligations at January 1 ........... ... ... .. . . . $1,358  $1,297
Liabilities incurred ... ... .. ... 25 255
Liabilities settled or disposed of . ...... ... .. ... .. . i (334) (282)
ACCTEHON EXPENSE . o . v ot et et ettt e et et e et et 96 78
Revisions of estimated liabilities ............... ... . ... .. 947 (6)
Foreign currency translation . ........... ... ...t 21 16
Asset retirement obligations at December 31 ......... ... .. ... .. . ... 2,071 1,358
Less: current obligations ... ........ ... i 227 155
Long-term obligations at December 31 . .......... ... .. .. .. ... .. .. ... ..... $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
(MiTons ofdoTars)
Asset-backed credit facility, weighted averagerate 0.8% ...................... $ 350 $§ —
Short-term credit facility, rate 1.2% . .......... ..o 100 —
Fixed-rate public notes:
T.0% due 2014 . .. 250 250
1% due 2019 ... .. 998 997
79% due 2029 ... ... 695 695
T3% due 2031 ... 746 746
T1% due 2033 . ... 598 598
6.0% due 2040 . . ... 744 744
5.6% due 2041 ... 1,242 1,241
Total fixed-rate public NOteS . . .. ... .ot 5,273 5,271
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 — interest rate hedging ... ........... ... .. .. ... ..... 53 8
Otherdebt .. ... 9 2
6,040 5,569
Less: current maturities . ............ ..ottt 35 32
Total . $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 satisfaction 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
($5,273 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 years 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 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.

Outstanding letters of credit at December 31 were as follows:

2011 2010
(Millions of dollars)
Revolving credit facility . ......... ... i $ 173 § —
Asset-backed credit facility ... ... — 400
Committed lINes™ ... ... 1,063 1,161
Uncommitted lines™ . ... ... . . 462 521
Total .. e $1,698  $2,082

* Committed and uncommitted lines have expiration dates through 2014.

Of the total letters of credit outstanding at December 31, 2011, $67 million relates to contingent liabilities
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, $319 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. Outstanding restricted common stock
generally vests in three years from the date of grant.

Share-based compensation expense consists of the following:

Before Income Taxes After Income Taxes
2011 2010 2009 2011 2010 2009
(Millions of dollars)
Stock OPLONS . ..\ v $51 $52 $58 $31 $32 $36
Restricted stock . ........ ... ... ... ... ... 53 60 70 32 37 44
Total ... ... . $104 $112  $128 $63 $69 $80

Based on restricted stock and stock option awards outstanding at December 31, 2011, unearned

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:

Stock Options Restricted Stock
Weighted- Shares of Weighted-
Average Restricted Average
Exercise Price Common Price on Date
Options per Share Stock of Grant
(Thousands) (Thousands)

Outstanding at January 1,2009 ...................... 9,700 $ 5273 3,161 $ 64.78
Granted ........... ... 3,135 56.44 1,056 56.27
Exercised ....... ... . . . (416) 38.85 — —
Vested ... — — (893) 50.13
Forfeited ......... ... ... ... . .. . 317) 65.68 (376) 66.11

Outstanding at December 31,2009 ................... 12,102 53.83 2,948 66.00
Granted ......... .. . ... 2,792 60.12 952 60.04
Exercised .........co i (1,080) 42.37 — —
Vested ... e — — (880) 55.42
Forfeited ......... ... .. .. . . i (394) 65.04 (182) 65.56

Outstanding at December 31,2010 ................... 13,420 55.73 2,838 67.32
Granted .......... ... .. ... 2,227 82.92 742 82.99
Exercised .. ... ... (1,716) 41.40 — —
Vested ... — — 970) 84.81
Forfeited .......... ... ... ... . . . . .. .. (361) 67.64 (163) 63.71

Outstanding at December 31,2011 ................... 13,570 61.68 2,447 65.38

Exercisable at December 31,2009 ................... 6,636 $ 46.11

Exercisable at December 31,2010 ................... 8,079 51.73

Exercisable at December 31,2011 ................... 8,841 57.37

The table below summarizes information regarding the outstanding and exercisable stock options as of
December 31, 2011:

Outstanding Options Exercisable Options
Weighted-
Average Weighted- Weighted-
Remaining Average Average
Range of Contractual Exercise Price Exercise Price
Exergcise Prices Options Life per Share Options per Share
- (Thousands) (Years) (Thousands)
$20.00-$40.00 ............. . 1,098 3 $ 2752 1,098 $ 27.52
$40.01 -$50.00 .......... ... ... 1,520 4 49.25 1,520 49.25
$50.01 —=$60.00 ........... ... ..., 4,304 6 55.17 3,348 54.77
$60.01 —$80.00 ....................... 2,584 8 60.57 839 60.63
$80.01 —$120.00 ....... ... 4,064 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 2010 2009
Risk free interest rate . ......... ...t 1.81% 2.14% 1.80%
Stock price volatility . ....... ... ... 395 .390 .390
Dividend yield ...... ... ... 49 % .67% 10%
Expected lifeinyears .......... ...t 4.5 4.5 4.5
Weighted average fair value per option granted ................... $27.98 $20.18  $18.47

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 number of common shares reserved for issuance under the 2008 Long-
term Incentive Plan, as amended, is as follows (in thousands):

Total common shares reserved for iSSUANCE . . ... ..ottt e 16,006
Less: stock options outstanding .. ...........o. it 7,603
Available for future 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 stockholders’ equity 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 all 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 atJanuary 1 ........................... $1,497 $1,359 $192 $188 $ 107 $ 84
SEIVICE COSt « vttt 49 41 9 8 6 5
Interest oSt . .....oviin i 81 78 8 8 5 4
Actuarial (gain) loss . .......... ... .. .. ... 294 75 31 7 9 18
Benefitpayments .. ........ ... i (51 (46) 13) 2) 2) @
Plansettlements . ... ........................... - - - (17) - -
Foreign currency exchange rate changes ........... 4) (10) - - - -
Balance at December 31 ...................... 1,866 1,497 227 192 125 107
Change in fair value of plan assets
Balance atJanuary 1 ............ ... ... .. .. .. .. 1,365 1,072 - - - -
Actual return on plan assets ..................... A3 155 - - - -
Employer contributions . ............... ... ..... 185 192 13 20 2 4
Benefitpayments . . ............. ... (51) (46) (13) 20) 2) “4)
Foreign currency exchange rate changes ........... A3 ®) - - - -
Balance at December 31 ...................... 1,493 1,365 - — - —
Funded status (plan assets less than benefit
obligations) at December 31 ..................... 373) (132) (227)* (192)* (125) (107)
Unrecognized net actuarial losses ................... 829 460 103 83 39 32
Net amount recognized ......................... $ 456 $ 328 $(124) $(109) $ (86) $ (75

* The trust established by the Corporation for the supplemental plan held assets valued at $7 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 dollars)
Accrued benefit liability .......................... $(373) $(132) $(227) $(192) $(125) $(107)
Accumulated other comprehensive loss, pre-tax* ...... 829 460 103 83 39 32
Net amount recognized . ................coouiun... $456 $328 $(124) $(109) $ (86) $ (75)

* The after-tax reduction to equity recorded in Accumulated other comprehensive income (loss) was $631 million at December 31, 2011 and
$385 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 Plans Postretirement Medical Plan
2011 2010 2009 2011 2010 2009
(Millions of dollars)

Service Cost .. ..o $ 58 $49 $ 40 $6 $5 $3

Interestcost .......... ... ... ........... 89 86 83 5 4 4

Expected return on plan assets ............ (109) (86) (59) — — —
Amortization of unrecognized net actuarial

JOSSES © v it 47 48 65 2 1 —

Settlement loss ........................ — 8 17 — — —

Net periodic benefit cost ................. $ 8 $105  $146 $13 $10 $7

The Corporation’s 2012 pension and postretirement medical expense is estimated to be approximately
$145 million, of which approximately $85 million relates to the amortization of unrecognized net actuarial
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

DiScount rate . ..........iouiinii e 43% 53% 5.8%
Rate of compensation increase . ...................iiiinan.... 4.3 4.4 4.3
Weighted average assumptions used to determine net benefit cost for years
ended December 31
Discount rate .. ... ...ttt 53 5.8 6.3
Expected return on plan assets ...............c..iiiiiia.. 7.5 7.5 7.5
Rate of compensation increase . .................o.iiiinan.... 44 4.3 4.4

The actuarial assumptions used by the Corporation’s postretirement medical plan were as follows:

2011 2010 2009

Assumptions used to determine benefit obligations at December 31

DiSCOUNt Tate . ...\ttt e 39% 4.8% 5.4%
Initial health care trendrate . .. .......... .. ... ... 8.0% 8.0% 8.0%
Ultimate trend rate . .. ... ..ttt e e 5.0% 5.0% 4.5%
Year in which ultimate trend rate isreached . ...................... 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 year-
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-
quality, 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 returns for each
asset 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 liquidity 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 1,
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 $— $ 30
Equities:
U.S. equities (domestic) ..............coiuiininenan.. 452 — — 452
International equities (non-U.S.) ....................... 50 118 — 168
Global equities (domestic and non-U.S.) ................ 11 149 — 160
Fixed income:
Treasury and government issued (a) .................... — 149 1 150
Governmentrelated (b) ........... ... ... .. ... . ... — 12 2 14
Mortgage-backed securities (€) .. ... — 87 — 87
Corporate ... ... ...ttt — 96 1 97
Other:
Hedgefunds ....... ... .. .. . . — — 211 211
Privateequity funds . .. ....... .. ... — — 58 58
Realestatefunds ............. ... ... .. i, 7 — 44 51
Diversified commodities funds . ....................... — 15 — 15
$ 522 $654 $317  $1,493
December 31, 2010
Cash and short-term investment funds .................... $ 5 $31 $— §$ 36
Equities:
U.S. equities (domestic) .......... ..., 444 — — 444
International equities (non-U.S.) ....... ... .. .. ... ..... 53 121 — 174
Global equities (domestic and non-U.S.) ................ 18 140 — 158
Fixed income:
Treasury and governmentissued (a) .................... — 98 3 101
Governmentrelated (b) ........... ... ... ... .. ... .. ... — 14 3 17
Mortgage-backed securities (C) .. ... — 61 — 61
COTPOTaLe . ..o v ettt e e e e — 93 1 94
Other:
Hedgefunds ....... ... .. . — — 187 187
Privateequity funds . .. ...... . . — — 40 40
Realestatefunds .......... ... ... ... i, 7 — 32 39
Diversified commodities funds ........................ — 14 — 14

$ 527  $572 $266  $1,365
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(a) Includes securities issued and guaranteed by U.S. and non-U.S. governments.
(b) Primarily consists of securities issued by governmental agencies and municipalities.

(c) Comprised of U.S. residential 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 securities issued by the U.S. government, non-U.S. governments,
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 . ........... .ot $ 8 $143 $29 $ 14 $194
Actual return on plan assets:

Related to assets held at December 31,2010 . ................... — 6 1 1 8

Related to assets sold during 2010 .. ........... .. .. .. ... ...... — — — — —
Purchases, sales or other settlements ............ ... ... .......... 1 38 10 17 66
Net transfers in (out) of Level 3 . ......... ... ... ... . ... .. ... . ... 2) — — — 2)
Balance at December 31,2010 ... ... . 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 ......... ... ... ... ... ....... — 2 — — 2
Purchases, sales or other settlements . ..................coo. ... 3) 27 9 10 43
Net transfers in (out) of Level 3 .. ...... ... ... ... ... ... ........ — — — — —
Balance at December 31,2011 . ........... ... ... ... $ 4 $211 $58 $ 44 $317

* Fixed Income includes treasury and government issued, government related, mortgage-backed and corporate 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 $ 82
2003 95
2004 95
200 102
2006 o 118
Years 2017 t0 2021 . . oo 650

The Corporation also contributes to several 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
CUITENE . . ottt e e e e e e e e e e $ 202 $ 151 $ 39
Deferred . ... ..o (588) (309) (284)
SHALE . oottt 17 46 (15)
(369) (112) (260)
Foreign
CUITENL . . ottt e e e e e e e e e e 1,185 1,515 1,143
Deferred . ... .. . (60) (230) (168)
1,125 1,285 975
Adjustment of deferred tax liability for foreign income tax rate
change™ . ... 29 — —
Total provision for income taxes ................covuernern.... $ 785 $1,173 $ 715

* Reflects the July 2011 enactment of an increase in the United Kingdom supplementary income tax rate to 32% from 20%.

Income (loss) before income taxes consisted of the following:

2011 2010 2009
(Millions of dollars)
United States™ .. ... ..t $ 211 $(108) $ (711)
Foreign™® 2,250 3,419 2,233
Total income before income taxes .. ............covuiuinenn... $2,461 $3311  $1,522

* Includes substantially all of the Corporation’s interest expense and the results of hedging activities.
#*Foreign income includes the Corporation’s Virgin Islands and other operations located outside of the United States.

69



HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

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 $(3,742)  $(4,026)
Other .o (125) (52)
Total deferred tax liabilities . ................ ... it 3,867) (4,078)
Deferred tax assets
Net operating loss carryforwards . ........ ... ... .. .. i 1,204 896
Tax credit carryforwards . ......... .. .. 396 244
Property, plant and equipment and investments . ........................ 2,217 1,852
Investment in HOVENSA .. ... .. . 331 —
Accrued compensation and other liabilities ................ ... ... ... .. 508 391
Asset retirement obligations .. .......... .. i 438 369
Other . .o 332 302
Total deferred tax aSSELS . . ..ttt e 5,426 4,054
Valuation allowances™ ... ........ ... ...t (1,071) (444)
Total deferred tax assets, NEL .. ...ttt 4,355 3,610
Net deferred tax assets (liabilities) ................ ... ... ... ........ $ 488 $ (46%)

* The increase in the valuation allowances from 2010 to 2011 is principally attributable to operating loss and tax credit carry forwards and
other deductible temporary differences originating 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 credit 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
intercompany 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 dollars)
Other CUITENT @SSETS . . o v vttt et et e e e e e e e e e e e e $ 398 $ 386
Deferred income taxes (long-term asset) . .............c.c.vinenenennen .. 2,941 2,167
Accrued liabilities . . ... ... (¢ (26)
Deferred income taxes (long-term liability) . ......... ... ... ... .. ... .... (2,843) (2,995)
Net deferred tax assets (liabilities) . ... ........... ..., $ 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 Statutory rate ... ..........c.ueuniennennenn . 35.0% 35.0% 35.0%
Effect of foreign operations™ . ........ ... ... ... ... .. ... 2.9) 94 15.2
State income taxes, net of Federal incometax ................ 0.4 0.9 (1.2)
Gainsonasset sales .. ...t 5.0) (10.4) —
Effect of equity loss and operations related to HOVENSA ...... 2.8 3.1 —
Other ... 1.6 (2.6) (2.0)

Total . 31.9% 35.4% 47.0%

* The decrease in the effective income tax rate in 2011 compared with 2010 attributable to the effect of foreign operations relates to a change
in the proportion of income earned among foreign jurisdictions, with the suspension of Libyan operations providing the highest impact.

Below is a reconciliation of the beginning and ending amount of unrecognized tax benefits:

2011 2010
(Millions of dollars)
Balance at January 1........ ... ... . ... i $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 prioryears ................... 8 2)
Reductions due to settlements with taxing authorities .. ............. (59) 77)
Reductions due to lapse of statutes of limitation ................... — (1)
Balance at December 31 .. ... ... it $415 $400

At 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 earnings 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
(Thousands of shares)
Balance atJanuary 1 .......... .. .. .. ... i 337,681 327,229 326,133
Issued for an acquisition™® .. ........... .. .. .. .. ... ..., .. —_ 8,602 —
Activity related to restricted common stock awards, net . ..... 579 770 680
Employee stock options . ............. ... ... 1,716 1,080 416

Balance at December 31 . ....... ... .. . . ... 339,976 337,681 327,229

* See Note 2, Acquisitions and Dispositions in the notes to the Consolidated Financial Statements.

The weighted average number of common shares used in the basic and diluted earnings per share
computations for each year is summarized below:

2011 2010 2009
(Thousands of shares)
Common shares — basiC . .. ... 336,901 325,999 323,890
Effect of dilutive securities
Stock OPtIONS . . .o v vt 1,617 829 836
Restricted common stock . ........ ... . . . ... 1,380 1,449 1,239

Common shares —diluted .............. ... .. ... . ... ... 339,898 328,277 325,965

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, future minimum
rental payments applicable to 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):

200 $ 531
200 672
204 523
20 199
2000 . 121
RemMaining YEAars . . . . ..ottt 1,164
Total minimum lease payments . ... ... ... ..ottt 3,210
Less: income from subleases . .............. . i 47
Net minimum 1ease PaymMents . ... .. ... ...ttt $3,163

Operating lease expenses for drilling rigs used to drill development wells and successful exploration wells
are capitalized.
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Rental expense was as follows:

2011 2010 2009

(Millions of dollars)
Total rental EXPENSE ... oo vttt ettt e e $348  $273  $266
Less: income from subleases . . .......... i 12 13 11
Net rental EXPENSE . .. oottt e ettt et 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 value 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, including 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 obtain 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 oil and refined petroleum products (millions of barrels) ................. 28 30
Natural gas (millions of mef) . ... ... .. . 2,616 2,210
Electricity (millions of megawatt hours) . ......... ... .. ... .. .. ... .. ... .... 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 hedged 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 earnings 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 million 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 petroleum products or natural gas produced by the
Corporation or to reduce exposure to foreign currency or interest rate movements. Generally, futures, swaps or
option strategies may be used to fix the forward selling price of a portion of the Corporation’s crude oil, refined
petroleum 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 Pound 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) ............ ... .. .. ... ..... $ 900 $1,025
Interest rate swaps (millions of U.S. Dollars) ..................iiueeoo... $ 895 §$ 310

During 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 earnings as the hedged transactions occur. Hedging activities primarily
related to closed Brent crude oil positions decreased Exploration and Production Sales and other operating
revenues 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 Accumulated 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 earnings 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 Accumulated other
comprehensive income (loss) decreased by $5 million in 2011, increased by $324 million in 2010 and $1,148
million in 2009 ($2 million, $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 2010, 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 . ...t $1 $ (D $9
Foreignexchange .......... ... . . . . i as) @) 86
Total ... $(14) $(14) $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 December 31,
2011 2010
Commodity
Crude oil and refined petroleum products (millions of barrels) ............. 2,169 3,328
Natural gas (millionsof mef) .. ...... ... .. .. .. .. . . 4,203 4,699
Electricity (millions of megawatthours) .......... ... ... ... ... ... ... .. 304 79
Foreign exchange (millions of U.S. Dollars) .......... ... ... ... .. ... ... $ 581 $ 506
Other
Interest rate (millions of U.S. Dollars) .. ..., $ 182 $ 205
Equity securities (millions of shares) . ......... ... ... .. .. .. o .. 16 35

Pre-tax unrealized and realized 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 ...ttt e $ 44 $ 88 $196
Foreignexchange .......... ... ... . i — 5 23
OUNET -« e e e e e e e e e (28) 10 17
Total .. $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 sources 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 presented 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

counterparty
Levell Level2 Level3 netting Balance
(Millions of dollars)
December 31, 2011
Assets
Derivative contracts
Commodity .........c.ioniininiininn... $135 $1,188 $ 511 $ (67) $ 1,767
Interest rate and other ......................... — 66 — — 66
Collateral and counterparty netting .. ............. 33) (148) @ (121) (306)
Total derivative contracts .................... 102 1,106 507 (188) 1,527
Other assets measured at fair value on a recurring
DaASIS .« ot 7 34 — 2) 39
Total assets . .......viiii e $109 $1,140 $ 507 $(190) $ 1,566
Liabilities
Derivative contracts
CommOdity ... ... $(191) $(1,501) $(650) $ 67 $(2,275)
Foreignexchange ............................ — (15) — — 15)
Other ....... o — (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
DaSIS « vt — (52) ?2) 2 (52)
Total liabilities . ............ ... ... $(158) $(1,438) $(650) 186 $(2,060)
December 31, 2010
Assets
Derivative contracts
Commodity .........c.iinininiininn... $ 65 $1,308 $ 883 $(304) $ 1,952
Foreignexchange .............. .. .. .. ... ..... — 1 — — 1
Interest rate and other ......................... — 17 — — 17
Collateral and counterparty netting . .............. @)) (274) (19) (213) (507)
Total derivative contracts .................... 64 1,052 864 517) 1,463
Other assets measured at fair value on a recurring
DaSIS .« vt 20 49 3 — 72
Total aSSELS . v v vt e $ 84 $1,101 $ 867 $(517) $ 1,535
Liabilities
Derivative contracts
Commodity . .........iuiniiii i $(324) $(2,519) $(474) $ 304 $(3,013)
Foreignexchange ........... ... ... ... ...... — (12) — — (12)
Other ....... o e — (10) — — (10)
Collateral and counterparty netting . .............. 1 274 19 34 328
Total derivative contracts .................... (323) (2,267) (455) 338  (2,707)
Other liabilities measured at fair value on a recurring
DaSIS « vt — — — — —
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 January 1 . ....... ...ttt $ 412 § 84
Unrealized pre-tax gains (losses)
Included in €arnings . ... ... ..ottt e (52) 169
Included in other comprehensive income . ........................... 25 101
Purchases . .. ... 2,294 1,141
LS .o (2,524)  (1,090)
SettlemEntS . . ..ot (115) 32
Transfersinto Level 3 ... ... . (114) 30
Transfersoutof Level 3 .. ... ... ... . . . . (69) (55)
Balance at December 31 ... ... $ (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 .. ... ... $a7 $ 14
Transfers out of Level 1 .. ... 297 28
$ 280 $ 42
Transfers into Level 2 .. ... $ — $ 312
Transfersout of Level 2 . . ... ... .. .. 97) (329)
$ 097 $ 17
Transfers into Level 3 ... .ot $(114) $ 30
Transfers out of Level 3 . ... . e (69) (55)

$(a83) $ (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, fluctuations
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 . .. oot $ 181 $ (216)
Other . .o 61 A3)
Total derivative contracts designated as hedging instruments . .. ..... 242 (219)
Derivative contracts not designated as hedging instruments*
ComMOMILY . . .o e et 9,350 (9,823)
Foreignexchange ........... ... ... i, 6 21)
Other . .o 12 (24)
Total derivative contracts not designated as hedging instruments . . . . . 9,368 (9,868)
Gross fair value of derivative contracts ............................. 9,610 (10,087)
Master netting arrangements . .. ... .......euereenenanarnea.. (7,962) 7,962
Cash collateral (received) posted . ......... ..., (121) 117
Net fair value of derivative contracts . ... .............ooueun.... $ 1,527 $ (2,008)
December 31, 2010
Derivative contracts designated as hedging instruments
Commodity . ....ooiii i $ 225 $§ (483)
Other . .o 10 2)
Total derivative contracts designated as hedging instruments . .. ... .. 235 (485)
Derivative contracts not designated as hedging instruments™
CommoOdity .« ..ot 11,581 (12,383)
Foreignexchange ........... .. .. . i 7 (19)
Other . .o 31 (32)
Total derivative contracts not designated as hedging instruments . . . . . 11,619 (12,434)
Gross fair value of derivative contracts . ...............uuuiiunnnnn. 11,854 (12,919)
Master netting arrangements . .. ... .......eueunenen (10,178) 10,178
Cash collateral (received) posted . ........ ... .. ... .. (213) 34
Net fair value of derivative contracts .. ..............ouuurinn... $ 1463 $ (2,707)

* Includes trading derivatives and derivatives used for risk management.

The Corporation generally enters into master netting arrangements to mitigate counterparty credit risk. Master
netting arrangements are standardized contracts that govern all specified transactions with the same counterparty and
allow the Corporation to terminate all contracts upon occurrence 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

79



HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

following counterparty and customer industry segments: Integrated Oil 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
held 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 requirements. 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 million. 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 investment grade, as of December 31,
2011, the Corporation would be required to post additional collateral of approximately $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 joint
venture. This contingent obligation, which expires in April 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 liability 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 Corporation.

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 Islands and $500,000 to assist the
Virgin Islands 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 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 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
profitability of that facility.

The United States Deep Water Royalty Relief Act of 1995 (the Act) implemented a royalty relief program
that relieves eligible leases issued between November 28, 1995 and November 28, 2000 from paying royalties on
deepwater production in Federal Outer 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 royalties. 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 material 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 senior 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 petroleum 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) . ....................... $10,646 $27,936 $ 1
Less: Transfers between affiliates ... ................. 116 1 —
Operating revenues 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. ... ... .. $ — $1,073) $ — $(1,073)
INterest EXPense . ..o .v vttt — — 383 383
Depreciation, depletion and amortization ................ 2,305 88 13 2,406
ASSet IMPaIrments ... .......ouuenernineennenen .. 358 — — 358
Provision (benefit) for income taxes .................... 1,313 (273) (255) 785
Investments in affiliates ............................. 97 287 — 384
Identifiable assets . ........... ... .. ... 32,323 6,302 511 39,136
Capital employed (C) .. ... .oviiii 22,699 2,337 (387) 24,649
Capital expenditures . .......... ..., 6,388 115 3 7,006
2010
Operating revenues
Total operating revenues (b) . ....................... $ 9,119 $24885 $ 1
Less: Transfers between affiliates .................... 143 — —
Operating revenues from unaffiliated customers . .. ... $ 8,976 $24.885 $ 1 $33,862
Net income (loss) attributable to Hess Corporation . ....... $ 2736 $ (231) $ (380) $ 2,125
Income (loss) from equity investment in
HOVENSALL.C. ... ... . .. $ — $ (522) $ — $ (522)
INterest eXPense . . .. .vvve et — — 361 361
Depreciation, depletion and amortization ................ 2,222 82 13 2,317
AsSSet Impairments ... .........uuereineenan... 532 — — 532
Provision (benefit) for income taxes .................... 1,417 4 (248) 1,173
Investments in affiliates ............................. 57 386 — 443
Identifiable assets . ......... ... 28,242 6,377 777 35,396
Capital employed (C) ... .o voii 19,803 2,715 (126) 22,392
Capital expenditures . .......... ..ot .. 5,394 82 16 5,492
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

2009
Operating revenues

Total operating revenues (b) .........................
Less: Transfers between affiliates ... ..................

Operating revenues from unaffiliated customers .......

Net income (loss) attributable to Hess Corporation .. ......

Income (loss) from equity investment in

HOVENSALL.C. ... . i
Interest eXpense . .. .....v it
Depreciation, depletion and amortization ................
ASSEt IMPAIMENtS . .. oo vttt
Provision (benefit) for income taxes . ...................
Investments in affiliates ............. ... ... .. ... ....
Identifiable assets . ............ ..o
Capital employed (€) . ..o vii i
Capital expenditures ..............oviuineunenenan...

Exploration Marketing Corporate

and and and
Production Refining Interest Consolidated (a)
(Millions of dollars)
$ 7,259 $22,464 $ 1
110 — —
$ 7,149 $22.464 $ 1 $29,614
$ 1,02 $ 127 $ (429) $ 740
$ — $ (229 $ — $ (229
— — 360 360
2,113 79 8 2,200
54 — — 54
944 24 (253) 715
57 856 — 913
21,810 6,388 1,267 29,465
14,163 2,979 853 17,995
2,800 83 35 2,918

(a) After elimination of transactions between affiliates, which are valued at approximate market prices.
(b) Sales and operating revenues are reported net of excise and similar taxes in the Statement of Consolidated Income, which amounted to
approximately $2,350 million, $2,200 million and $2,100 million in 2011, 2010 and 2009, respectively.

(c) Calculated as equity plus debt.

Financial information by major geographic area for each of the three years ended December 31, 2011:

Asia and
United States Europe Africa Other Consolidated
(Millions of dollars)
2011
Operating revenues . . ................. $31,813 $3,137 $1,782 $1,734 $38,466
Property, plant and equipment (net) . . .. .. 11,490 6,826* 2,355 4,041 24,712
2010
Operating revenues .. ................. $28,066 $2,109 $2.271 $1.416 $33,862
Property, plant and equipment (net) . . .. .. 8,343 6,764* 2,573 3,447 21,127
2009
Operating revenues .. ................. $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 $5,031 million, $5,002 million and $2,049 million in 2011,

2010 and 2009, respectively.
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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:
HOVEN S A $3,806 $4,307  $3,659
Sales of petroleum products and crude oil:
WIICOHESS . oot 2,898 2,113 1,634
HOVEN S A 710 607 530

* Following the closure of HOVENSA’s refinery in St. Croix as announced in January 2012, the Corporation will no longer purchase 50% of
HOVENSA'’s production of refined petroleum products, after any sales to unaffiliated parties.

The following table presents the Corporation’s related party accounts receivable (payable) at December 31:

2011 2010
(Millions of dollars)
WIICOHESS .« o v o ettt e e e e e $127 $ 110
HOVENSA, et . ..o 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 million, after normal closing adjustments.
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
SUPPLEMENTARY OIL AND GAS DATA

(Unaudited)

The Supplementary Oil and Gas Data that follows is presented in accordance with ASC 932, Disclosures
about Oil and Gas 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 Oil 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 . ...ooiii e $1,224 $ 992 $§ — $ — $232

Proved ... ... .. 122 6 116 — —
Exploration ............. ..t 1,325 525 98 292 410
Production and development capital expenditures (c) ... .. 5,645 2,951 1,734 189 771
2010
Property acquisitions (a, b)

Unproved . ........oiii $1,887 $1,849 $ 38 $§ — $ —

Proved .. ... .. .. . 1,015 443 572 — —
Exploration . ........ . i 915 185 58 164 508
Production and development capital expenditures (c) .. ... 2,654 1,088 850 289 427
2009
Property acquisitions (a)

Unproved . ...t $ 188 $ 184 $ 2 $ — $ 2

Proved .. ... ... .. 74 — — — 74
Exploration .......... . . i 938 206 69 225 438
Production and development capital expenditures (c) .. ... 1,918 807 513 255 343

(a) Includes wells, equipment and facilities acquired with proved reserves and excludes properties acquired in non-cash property
exchanges.
(b) In 2010, acquisitions include 3652 million, representing the non-cash portion of the purchase price for American Oil & Gas Inc.,

(c)

(d)

primarily through the issuance of common stock.

Includes 3972 million, 362 million and $(9) million in 2011, 2010 and 2009, respectively, related to the accruals and revisions for asset

retirement obligations except obligations acquired in non-cash property exchanges.

Costs incurred in oil and gas producing activities in Norway, excluding non-monetary exchanges, were as follows for the years ended

December 31:

Property acquisitions (a)

Unproved . ......... .. . . . . . i
Proved ......... ... ..
Exploration . ......... .. .
Production and development capital expenditures ......................

2011 2010

(Millions of dollars)
........... $— $ 14
........... — 572
........... 10 12
........... 741 469



Capitalized Costs Relating to Oil and Gas Producing Activities

UNproved ProPerties . . ... vu vttt et e e e et et e
Proved properties . . . .. ..ot e
Wells, equipment and related facilities . ............ ... ... . ..

Total COSES . .ot
Less: reserve for depreciation, depletion, amortization and lease impairment

Net capitalized COStS . ... ..ttt

At December 31,
2011 2010
(Millions of dollars)
$ 4,064 $ 3,796

3,975 3,496
29,239 26,064
37,278 33,356
13,900 13,553

$23,378 $19,803

Results of Operations for Oil 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.

For the Year Ended December 31

2011

Sales and other operating revenues
Unaffiliated customers ............ .. .. ...,
Inter-company . ........ ...

Totalrevenues . ............ ... i,

Costs and expenses
Production expenses, including related taxes ..............
Exploration expenses, including dry holes and lease
IMPAIMENt . ..ottt et e e
General, administrative and other expenses . ..............
Depreciation, depletion and amortization ................
ASSEt IMPAITMENtS . . ..ottt ettt e

Total costs and eXpenses .. ............c.oouiunenan..

Results of operations before income taxes ................
Provision for income taxes . ............ .. . ..

Results of operations ............. .. ... .. ...

United Asia and
Total States  Europe*  Africa Other
(Millions of dollars)
$ 9,931 $3255 $3,019 $2,081 $1,576
116 116 — — —
10,047 3371 3,019 2,081 1,576
2,352 660 968 383 341
1,195 475 76 231 413
313 190 56 17 50
2,305 800 588 502 415
358 16 342 — —
6,523 2,141 2,030 1,133 1219
3,524 1,230 989 948 357
1,300 473 522 230 75
$ 2224 $ 757 $ 467 $ 718 $ 282
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United Asia and
For the Years Ended December 31 Total States  Europe*  Africa Other
(Millions of dollars)
2010
Sales and other operating revenues
Unaffiliated CUStOmMErs . ... ....ooue e $8,601 $2,310 $2,251 $2,750 $1,290
Inter-company . . ... 143 143 — — —
Total reVeNUES . ... 8,744 2,453 2,251 2,750 1,290
Costs and expenses
Production expenses, including related taxes . .............. 1,924 489 727 455 253
Exploration expenses, including dry holes and lease
IMPAIrMent .. ......t it 865 364 49 143 309
General, administrative and other expenses ................ 281 161 48 20 52
Depreciation, depletion and amortization ................. 2,222 649 463 772 338
Asset impairments . ............iiti e 532 — — 532 —
Total costs and eXpenses .. ..............oeueunenan... 5,824 1,663 1,287 1,922 952
Results of operations before income taxes ................. 2,920 790 964 828 338
Provision for income taxes .. ..........o i 1,425 305 477 580 63
Results of operations ...............c.. i, $1,495 § 485 $ 487 $ 248 § 275
2009
Sales and other operating revenues
Unaffiliated customers . ................ . ... ... u.... $6,725 $1,501 $1,827 $2,193 $1,204
Inter-company . ........ ... 110 110 — — —
Total TEVENUES . ...t i e e 6,835 1,611 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
IMPAITMENt . ..ottt e e e 829 383 75 159 212
General, administrative and other expenses ................ 255 130 45 22 58
Depreciation, depletion and amortization ................. 2,113 503 419 821 370
ASSEt IMPaIrments .. .........eninerninenennnenen... 54 — 54 — —
Total costs and eXpenses . ............oueuenenuenen.. 5,056 1,447 1,235 1,482 892
Results of operations before income taxes ................. 1,779 164 592 711 312
Provision forincome taxes . ................citiii... 904 64 185 514 141
Results of operations ................viiiiiniinernann... $ 875 $ 100 $ 407 $ 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 revenues — Unaffiliated customers . ................ $ 99 $ 524
Costs and expenses
Production expenses, including related taxes ............................ 290 149
Exploration expenses, including dry holes and lease impairment .. ........... 10 12
General, administrative and other expenses .................c.cc.eiueeun.. 9 9
Depreciation, depletion and amortization . ....................c.ccucuoo.. 232 133
Total costs and eXPenses ... ............ueueeuiee 541 303
Results of operations before income taxes ................ ..., 455 221
Provision for iINCOME tAXES . ... ... v 295 154
Results of 0perations ............... ... eeeuiie e $ 160 $ 67




0Oil 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 to
be economically producible from known reservoirs under existing economic conditions, operating methods and
government regulations. The Corporation’s estimation of net recoverable quantities 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 repeatability in the formation being evaluated or in an analogous formation. In order for reserves
to be classified as proved, any required government approvals must 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 Operations of this Form 10-K.

Internal Controls

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 aggregating 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 is 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 oil equivalent basis. The report also includes among other information, the qualifications of the
technical person primarily responsible for overseeing the reserve audit.
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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 Europe and
States (h)  Africa Asia Total States (h)  Africa(i) Total
(Millions of barr(ﬁ (Millions of mcf)
Net 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 83 195
Extensions, discoveries and other
additions ................ .. ... ... 26 1 - — 27 23 — — 23
Improved recovery .................. — _ = — — — — — —
Purchases of minerals in place ......... — —_ = — — — — 101 101
Sales of minerals in place ............. — = = = — — 1 — (1)
Production (f) ...................... (26) (31) 44) (6) (107) 39) (62) (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 (1) 103 @) ® 23 @9
Extensions, discoveries and other
additions ............... ..., 3 19 — 1 23 14 15 1 30
Improved recovery .................. — —_ - — — — — — —
Purchases of minerals in place ......... 16 150 — — 166 13 129 — 142
Sales of minerals in place ............. — (13) (25 () @3) — @ @9 (93
Production (f) ...................... (32) (B4) @41) (5) (112) (46) 54) (163) (263)
At December 31,2010 ............... 304 466 270 64 1,104 (b) 280 719 1,599 2,598
Revisions of previous estimates (a) .. ... 33 59 @O 7 84 36 7 69 112
Extensions, discoveries and other
additions ............ ... . ... 70 7 5 — 82 85 — — 85
Improved recovery .................. — _ - - — — — — —
Purchases of minerals in place ......... — 3 - — 3 1 6 — 7
Sales of minerals in place ............. — 7 — — 7) — (135) — (135
Production (f) ...................... BG4H CGH 299 & D 42) (34) (168) (244)
At December 31,2011 ............... 373 494 250 52 1,169 (b) 360 (¢c) 563 1,500 2,423
Net Proved Developed Reserves (d)
AtJanuary 1,2009 .................. 119 192 237 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 ............... 180 210 215 22 627 199 424 692 1,315
At December 31,2011 ............... 190 212 194 25 621 199 273 740 1,212
Net Proved Undeveloped Reserves (e)
AtJanuary 1,2009 .................. 108 140 87 64 399 74 137 1,131 1,342
At December 31,2009 ............... 95 159 73 47 374 101 225 950 1,276
At December 31,2010 ............... 124 256 55 42 477 81 295 907 1,283
At December 31,2011 ............... 183 282 56 27 548 161 290 760 1,211

(a) Includes the impact of changes in selling prices on the reserve estimates for production sharing contracts with cost recovery provisions.
Revisions included reductions to crude oil, condensate and natural gas liquids reserves of 11 million barrels, 11 million barrels and
18 million barrels in 2011, 2010 and 2009, respectively, resulting from higher selling prices. Revisions also included reductions to
natural gas reserves of 83 million mcf, 62 million mcf and 102 million mcf in 2011, 2010 and 2009, respectively, resulting from higher

(b)

selling prices.

Includes 10 million barrels in 2011, 15 million barrels in 2010 and 17 million barrels in 2009 of crude oil reserves relating to a

noncontrolling interest owner of a corporate joint venture.
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(¢) Excludes approximately 355 million mcf of carbon dioxide gas for sale or use in company operations.

(d) Natural gas liquids net 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 January 1, 2009.

(e) Natural gas liquids net proved undeveloped reserves were 57 million barrels, 48 million barrels and 30 million barrels at December 31,
2011, 2010 and 2009, respectively, and 22 million barrels at January 1, 2009.

(f) Natural gas production includes volumes used for fuel.
(g) Proved reserves at January 1, 2009 were determined by D&M.

(h) Proved reserves in Norway were as follows:

Crude 0il, Condensate &

Natural Gas Liquids Natural Gas
2011 2010 2011 2010

(Millions of barrels) (Millions of mcf)
Atdanuary 1 . ... 264 136 404 287
Revisions of previous estimates ......................... 40 (16) “4) (1)
Purchases of mineralsinplace . ......................... — 150 — 130
Sales of minerals inplace . ............................. 3) — — —
Production ........ .. . . . . . . . . .. 8) (6) (12) (12)
At December 31 . ... ... . . 293 264 388 404
Net Proved Developed Reserves at December 31 . .......... 108 97 137 157
Net Proved Undeveloped Reserves at December 31 .. ....... 185 167 251 247

(i) Natural gas reserves in Africa were 71 million mcf in 2011, 63 million mcfin 2010 and 71 million mcf 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 mcf 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 States, Norway and the United Kingdom. These
increases resulted from ongoing technical assessments, performance evaluations and development activities. In
2011, 85 mmboe were converted 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:

e 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. In addition, a central processing
platform and accommodation utility platform has been installed and utilized from mid-2011. Further
development drilling is on-going.

e 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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e 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 field.

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 Oil, Condensate &

Natural Gas Liquids Natural Gas
Asia
United United and
States Europe Africa Asia Total States FEurope Africa Total
(Millions of barrels)_ (Millions of mcf)
Production Sharing Contracts
Proved Reserves*
At December 31,2009 ............ — — 161 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 .. — — 36 5 41 — — 136 136
2010 .o — — 33 4 37 — — 130 130
2011 o — — 23 4 27 — — 136 136

* Includes natural gas liquids of 5 million barrels 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 not 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 Total States Europe* Africa Asia
(Millions of dollars)
2011
Future revenues ............. ... i, $126,874 $33,225 $50,876 $27,299 $15,474
Less:
Future production costs . ............ ... ........ 31,517 9,220 16,020 3,455 2,822
Future development costs .. ...............oou... 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 ........ ... . ... .......... 34,491 11,129 10,737 5,150 7,475
Less: discount at 10% annualrate .................. 14,753 6,190 4,599 1,488 2,476
Standardized measure of discounted future net cash
flOWS . $ 19,738 $ 4939 $ 6,138 $ 3,662 $ 4,999
2010
Future TeVeNUES . ... oottt e $ 91,336 $21,112 $36,157 $21,150 $12,917
Less:
Future production costs ........................ 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 4,423 11,745 12,173 1,909
65,439 13,756 27,815 16,774 7,094
Future netcashflows ............. ... ... . ... ..... 25,897 7,356 8,342 4,376 5,823
Less: discount at 10% annualrate .................. 10,195 3,764 3,361 1,028 2,042
Standardized measure of discounted future net cash
fIOWS .« $ 15702 $ 3,592 $ 4981 $ 3,348 $ 3,781
2009
Future revenues . ........... ..., $ 65,275 $14,047 $20,298 $18,615 $12,315
Less:
Future production costs ........................ 18,336 4,037 7,289 4,154 2,856
Future development costs ... .................... 11,041 2,532 3,829 1,798 2,882
Future income tax expenses . .................... 17,976 2,744 5,114 8,601 1,517
47,353 9,313 16,232 14,553 7,255
Future netcashflows ........ ... .. ... . ... ..... 17,922 4,734 4,066 4,062 5,060
Less: discount at 10% annualrate .................. 6,521 2,106 1,653 841 1,921
Standardized measure of discounted future net cash
fIOWS $ 11,401 $ 2,628 $ 2,413 $ 3,221 $ 3,139
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* At December 31, the standardized measure of discounted future net cash flows relating to proved reserves in Norway were as follows:

2011 2010
(Millions of dollars)
FULUTE FEVEIIUCS . . . o o o oo oo e e e e e e e e e e e e e e e e e $34,495 $23,115

Less:

Future production COSES . ... ... ..o e e e e e e e e e e e e 10,596 4,399
Future development COSIS ... ... ..o e e e e e e 4,270 3,426
Future income tax exXpenses . ... ... ... ... e 13,247 9,908
28,113 17,733
Future net cash flOws . ... ... o 6,382 5,382
Less: discount at 10% annual rate . ......... ... ... . .. 2,755 2,156
Standardized measure of discounted future net cash flows ......... .. .. ... . . $ 3,627 % 3226

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

For the Years Ended December 31 2011 2010 2009
(Millions 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

COSES e ettt e e e e e e (7,695) (6,820) (5,030)
Development costs incurred during year ................couuiuennenen... 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 ....................... (1,963) (1,678) (227)
Extensions and discoveries (including improved recovery) of oil and gas

reserves, less related COStS .. ..ottt 1,040 356 426
Revisions of previous oil and gas reserve estimates . ..................... 2,587 1,885 1,855
Net purchases (sales) of minerals in place, before income taxes ............. (398) 3,193 165
Accretion of diSCOUNT . . ... oot 3,096 2,011 1,235
Net change in iNCOME tAXES . . .o vttt ettt ettt e e e e (5,234) (5,848) (4,0061)
Revision in rate or timing of future production and other changes ........... (1,303) 640 663

Total .. 4,036 4,301 4,437

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
Operating Gross Attributable to Income (Loss)
Revenues Profit (a) Hess Corporation per Share
(Million of dollars, except per share data)
2011
First ... $10,215 $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 1,417 131)(d) 0.39)
2010
First ... $ 9,259  $1,395 $ 538 (e) $1.65
Second ........ ... 7,732 1,093 375 1.15
Third ....... ... .. 7,864 672 1,154 (f) 3.52
Fourth ...... ... .. ... ... .. ... .... 9,007 1,288 58 (g) 0.18

(a)

(b)
(c)

(d)

(e)

)

(8)

Gross profit represents sales and other operating revenues, less cost of products sold, production expenses, marketing expenses, other
operating expenses, depreciation, depletion and amortization and asset impairments.

Includes an after-tax gain of $310 million related to asset sales.

Includes after-tax gains of $103 million related to asset sales, offset by an after-tax charge of $140 million related to asset impairments
and an after-tax expense of $29 million for an increase in the United Kingdom supplementary tax rate.

Includes an after- tax charge of $525 million related to the shutdown of the HOVENSA L.L.C. (HOVENSA) refinery in St. Croix, U.S.
Virgin Islands.

Includes an after-tax gain of $58 million related to an asset sale, partially offset by an after-tax charge of $7 million related to the
repurchase of fixed-rate public notes.

Includes an after-tax gain of $1,072 million related to an asset exchange, partially offset by after-tax charges of $347 million related to
an asset impairment.

Includes an after-tax charge of $289 million relating to the Corporation’s impairment of its equity investment in HOVENSA and an
after-tax charge of $51 million related to dry hole costs.

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.

Item 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 required 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 9B.  Other Information

None.
PART III

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 % 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 Production
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. Ornstein ... ................ 60 Senior Vice President 1995
JohnP.Rielly ......................... 49  Senior Vice President and Chief 2002
Financial Officer
JohnJ.Scelfo ......... .. ... .. . ..., 54 Senior Vice President 2004
MykelJ. Ziolo ......... .. ... .. .. ... ... 59 Senior Vice President 2009
Robert M. Biglin ....................... 47 Vice President and Treasurer 2010

* All officers referred to herein hold office in accordance with the By-laws until the first meeting of the Directors following the annual
meeting of stockholders of the Registrant and until their successors shall have been duly chosen and qualified. Each of said officers was
elected to the office opposite his name on May 4, 2011. The first meeting of Directors following the next annual meeting of stockholders of
the Registrant is scheduled to be held May 2, 2012.

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 11.  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 stockholders 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 — Ownership 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 to 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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PART IV
Item 15.  Exhibits, Financial Statement Schedules
(a) 1. and 2. Financial statements and financial statement schedules

The financial statements filed as part of this Annual 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, J.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 73/3% Notes due 2009 and 77/3% Notes due
2029, incorporated by reference to Exhibit 4(2) to Form 10-Q 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, 5.90% 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.

4(7) 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 Morgan 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.

4(8) 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 to 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.

409) 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(7)*

10(8)*

10(9)*

10(10)*

10(11)*

10(12)*

10(13)*

10(14)*

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 consolidated 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
Oil 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 Oil
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, 1990.

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 Oil Virgin
Islands Corp. incorporated by reference to Exhibit 10(3) of Form 10-K of Registrant for the fiscal
year ended December 31, 1993.

Third Extension and Amendment Agreement dated April 15, 1998 and effective October 30, 1998
among Hess Oil Virgin Islands Corp., PDVSA V.I., 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 8, 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 January 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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10(15)*

10(16)*

10(17)*

10(18)*

10(19)*

10(20)*

10Q21)*

10(22)*

10(23)

10(24)

21
23(1)

23(2)
31(1)

31(2)

32(1)

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 F. 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 between 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 incorporated 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 Item 5.02 of Form 8-K of Registrant filed January 7,
20009.

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 year 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,
Inc., Hess Oil Virgin Islands Corp. and HOVENSA L.L.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
October 30, 1998 incorporated by reference to Exhibit 10.1 of Form 8-K of Registrant filed on
November 13, 1998.

Subsidiaries of Registrant.

Consent of Ernst & 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. 333-43569, 333-94851, 333-115844, 333-150992
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(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.S.C. 1350).
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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.S.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.

101(INS) XBRL Instance Document

101(SCH) XBRL Schema Document

101(CAL) XBRL Calculation Linkbase Document
101(LAB) XBRL Labels Linkbase Document
101(PRE) XBRL Presentation Linkbase Document
101(DEF) XBRL Definition Linkbase Document

* These exhibits relate to executive compensation 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 Items 2.02 and 9.01, a news release dated October 26,
2011 reporting results for the third quarter of 2011 and furnishing under Item 7.01 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(d) 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
authorized, on the 27th day of February 2012.

HESS CORPORATION
(Registrant)
By /s/ JOHN 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 % %
/s/  JOHN B. HESs Director, Chairman of the Board and February 27, 2012
John B. Hess Chief Executive Officer
(Principal Executive Officer)
/s/  SAMUEL 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 February 27, 2012
Gregory P. Hill

/s/  EDITH E. HOLIDAY Director February 27, 2012
Edith E. Holiday

/s/  THOMAS H. KEAN Director February 27, 2012
Thomas H. Kean

/s/ RisA LAVIZZO-MOUREY Director February 27, 2012

Risa Lavizzo-Mourey
/s/  CRAIG G. MATTHEWS Director February 27, 2012
Craig G. Matthews

/s/ JOHN H. MULLIN Director February 27, 2012
John H. Mullin

/s/  FRANK A. OLSON Director February 27, 2012
Frank A. Olson

/s/  JOHN P. RIELLY Senior Vice President and Chief February 27, 2012

John P. Rielly Financial Officer

(Principal Financial and Accounting Officer)

/s/  ERNST H. VON METZSCH Director February 27, 2012
Ernst H. von Metzsch

/s/  F. BORDEN WALKER Director February 27, 2012
F. Borden Walker

/s/  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

Schedule 11

Additions
Charged
to Costs Charged Deductions
Balance and to Other from Balance
Description January 1 Expenses  Accounts Reserves December 31
(Millions of dollars)
2011
Losses onreceivables . ...................... $ 58 $ 4 $ 1 $ 8 55
Deferred income tax valuation ................ $ 444 $ 648 $§ — 21 $ 1,071
2010
Losses onreceivables ....................... $ 54 9 3 1 $ 6 58
Deferred income tax valuation ................ $ 500 135 $ — $ 191 444
2009
Losses onreceivables ....................... $ 46 $ 3 $ — 3 5 9% 54
Deferred income tax valuation ................ $ 266 $ 455 § — 3 221 $ 500

102



Report of Independent Auditors

The Members
HOVENSA L.L.C.

We have audited the accompanying balance sheets of HOVENSA L.L.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 responsibility 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 internal 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 evaluating 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.

Sant + LLP

February 27, 2012
New York, New York
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HOVENSA L.L.C.

Balance Sheets

December 31
2011 2010
(Dollars in Thousands)
Assets
Current assets:
Cash and cash equivalents .. ... ... ... ... i e $ 42275 § 45,124
Debt service fund . . ... ... . 11,361 11,350
Accounts receivable:
Members and affiliates . .. ... ... e 36,694 274,678
Trade (less allowance in 2011 of $52,416) . ... ... i 104,776 98,036
(011515 228 2,627
INVENLOTIES . . . o ittt ettt et et e e e et e e 159,594 260,492
Deposits and prepaid €XPEenSeS . .. ..o .v vttt e 15,707 20,762
Total CUITENE @SSELS . . . . o ottt e et e e e e e e e e e e e e e 370,635 713,069
Property, plant and equipment:
Land . .o 19,315 19,315
Refinery facilities . . . .. ..ot 3,012,619 2,938,071
10831 PP 108,307 104,352
CONSIIUCION 1N PIOZIESS  « .« v et ettt e e et e e e e e e e e e e e e e e e 29,722 68,852
TOtal—aL COSE . . . vt ettt et e e e e e e e e e s 3,169,963 3,130,590
Less accumulated depreciation . ... ... ...ttt e (3,169,963) (1,143,269)
Property, plant and equIpment—mnet ... ...... .. ... — 1,987,321
OtRer @SSELS . . ottt ettt 10,374 26,793
Total assets . ... ... .. .. . $ 381,009 $ 2,727,183

Liabilities and members’ equity
Current liabilities:
Accounts payable:

Members and affiliates . . ... ... ... s $ 423,706 $ 584,230
Trade . ..ot 346,917 404,031
Tax-exempt revenue bonds . ... ... ...ttt 355,683 —
Payable to members for financial support . ......... ... .. 654,000 —
Accrued Habilities . ... ... . 76,480 10,710
Taxes payable . . . ..o 1,459 1,968
Total current Habilities . . ... ...ttt e 1,858,245 1,000,939
Long-term debt . . . ..o — 705,683
Other Habilities . . . .o ot ottt et e e e e e e e e 115,223 135,666
Total lHabilities . . ... ..ottt ettt e e e 1,973,468 1,842,288
Members’ equity:
Members’ initial iINVESTMENTt . .. .. .. ...ttt e 1,343,429 1,343,429
Accumulated defiCit . ... ... ... e (2,898,232) (410,980)
Accumulated other comprehensive 10SS . . ... ... (37,656) (47,554)
Total Members’ €qUILY . . .. .o vttt e (1,592,459) 884,895
Total liabilities and members’ equity . . ......... ... .. ... .. . $ 381,009 $ 2,727,183

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 L $13,126,326 $12,258,297 $10,048,271
Operating expenses:

Product COSts .. ..ot 12,803,408 11,926,310 9,782,220

OPperating EXPeNSES . . .. v v vvt vttt et 554,516 586,336 548,265

Depreciation and amortization ....................oiin.... 128,403 142,503 139,854

Asset impairments and shutdown related charges ............. 2,072,600 — —
Total operating €XpPenses . . . .. ..vvvu et ern et 15,558,927 12,655,149 10,470,339
Operating loSS . . ..ottt e (2,432,601) (396,852) (422,068)
Other non-operating income (expense):

INterest eXPenSe . . .o oo vt ettt (38,689) (25,904) (22,299)

Other eXpense, Net . .. ...ttt et (15,962) (15,173) (6,858)
Netloss . ... $(2,487,252) (437,929) $ (451,225)
Components of comprehensive (loss) income:

Net1oSS .ot $(2,487,252) (437,929) $ (451,225)

Change in retirement plan liabilities . ....................... (9,898) 1,789 (18,021)
Comprehensiveloss .. ............ ... ... ... .. .. $(2,497,150) (436,140) $ (469,246)
(Accumulated deficit) retained earnings:

Opening balance . .............. i, $ (410,980) 26,949 $ 478,174

NetloSS oot (2,487,252) (437,929) (451,225)
Closingbalance .............. .. .. .. ... .. cciiiiiiinon... $(2,898,232) (410,980) $ 26,949

See accompanying notes to financial statements.
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Cash flows from operating activities
Nt 10SS ot
Adjustments to reconcile net loss to net cash provided by operating
activities:

Depreciation and amortization ................. ...,
Asset impairments and shutdown related charges ...............
Decrease (increase) in accounts receivable . ....................
Decrease in inVentories . ... .........oeuiuineunenenennenen.n
Increase in deposits and prepaid expenses .....................
Decrease in other assets ............. ..ot
(Decrease) increase in accounts payable and accrued liabilities . . . . .
(Decrease) increase in taxes payable .. ............ ... ... ...
(Decrease) increase in other liabilities ........................

Net cash provided by (used in) operating activities ..................

Cash flows from investing activities
Capital expenditures . ............iuiiiin i

Net cash used in investment activities . ................cuouueunno...

Cash flows from financing activities

Increase inrestricted cash ......... ... .. .
(Decrease) increase in long-term debt,net .........................
Increase in payable to members for financial support ................

Net cash provided by (used in) financing activities ..................

Net (decrease) increase in cash and cash equivalents ..............
Cash and cash equivalents at beginning of the year ...............

Cash and cash equivalents atend of theyear .................. ...

Year ended December 31

2011

2010

2009

(Dollars in Thousands)

$(2,487,252) $(437,929) $(451,225)

128,403 142,503 139,854
2,072,600 — —
181,227  (104,173) (118,026)
65,698 16,043 203,224
(510) (55) (410)
16419 26,695 21,748
(218,068) 47,343 274,546
(509) 143 124
(25473)  (2,798) 13,926
(267,465) (312,228) 83,761
(39,373)  (70,206)  (80,700)
(39,373)  (70,206)  (80,700)
an 17 (16)
(350,000) 350,000 —
654,000 — —
303,989 349,983 (16)
(2,849)  (32,451) 3,045
45,124 77,575 74,530

$ 42275 $ 45,124 $ 77,575

See accompanying notes to financial statements.
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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 50/50 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 are PDVSA V.1, 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 petroleum products primarily to PDVSA and Hess.

HOVENSA operates under a Concession Agreement with the Government of the U.S. Virgin Islands. The
original Concession 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 — Shutdown 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
inventory, 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 results 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 consist of highly liquid investments, which are readily convertible into cash and have
maturities of three months or less when acquired.

107



HOVENSA L.L.C.

NOTES TO FINANCIAL STATEMENTS - (Continued)
(Dollars in Thousands)

Debt Service Fund

The debt 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. Inventories 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 (ARO’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

108



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
market 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 evaluated 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 shutdown 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

109



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 $3,805,821  $4,307,112  $3,658,885
PDVSA 3,937,571 4,254,761 3,753,201
Purchases of crude oil and products:
Hess « oo 709,570 607,040 529,529
PDVSA 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 to HOVIC .. ... 2,873 3,161 3,415
5. Inventories
Inventories as of December 31 were as follows:
2011 2010
Crude oil .. ... $ 183,345  $ 261,130
Refined and other finished products . .......... .. .. .. .. .. .. .. .. ... 657,914 670,684
Less LIFO adjustment . ..........o.iuiuninini . (734,177) (759,818)
107,082 171,996
Materials and supplies .. ........otiir i 52,512 88,496
Total .. $ 159,594  $ 260,492

During 2011 and 2010, a reduction of inventory quantities resulted in a liquidation of LIFO inventories
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

Outstanding 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 2003) at 6.125% . ................. 74,175 74,175
Tax-exempt revenue bonds (issued in 2004) at 5.875% . ................. 50,660 50,660
Tax-exempt revenue bonds (issued in 2007) at4.70% . .................. 104,095 104,095
Total long-term debt .. ....... ... it $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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accrued but unpaid interest up to 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 collateralized by the physical assets and
certain material contracts of the Company.

7. Environmental Matters

In 2011, the Company signed a Consent 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 environmental obligations are probable and reasonably estimable.

The Company is required to provide financial assurance to the EPA in connection with various forms of
environmental compliance. The required financial assurance totals approximately $48,000 at December 31, 2011
and must be met by establishing a trust fund, 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 earn service

toward future benefits.

The following table reconciles the projected benefit obligation and fair value of plan assets and shows the

funded status of the pension plan:

2011 2010

Reconciliation of projected benefit obligation:

Benefit obligation at January 1 ........ ... ... ... .. .. .. $116,572  $100,703

SeIVICE COSES o\ttt ettt e et e 9,243 8,964

Interest COSES .. vttt 6,373 5,683

Actuarial (gain) 0SS .. ... ..o (1,403) 3,057

Benefit payments . . .. ... ... (2,218) (1,835)
Projected benefit obligation at December 31 . ......................... 128,567 116,572
Reconciliation of fair value of plan assets:

Fair value of plan assets at January 1 ......... .. ... .. ... ... ....... 72,400 50,971

Actual return on plan assets . ... 1,809 7,444

Employer contributions . .......... ... 12,760 15,820

Benefit payments . . ... (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 . ......... .. .. . i 36,367 36,049
Net amount recognized .. ...ttt e $ (7,449) $ (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
SEIVICE COSE .« o v vt e e e e e e e $ 9243 $ 8964 $ 7,133
Interest CoSt ...ttt 6,373 5,684 4,493
Expected return on plan assets .. .............c.ciiiiiian... (5,427) (4,095) (3,180)
Amortization of unrecognized net actuarial losses .............. 1,896 1,944 2,937
Net periodic benefit cost . ............ ..o, $12,085 $12,497 $11,383
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The actuarial assumptions used in the Company’s pension plan were as follows:

2011 2010 2009

Assumptions used to determine benefit obligations at December 31:
DISCOUNETALE . ..ottt e e e et e e e e 4.40% 5.60% 6.00%

Rate of compensation iNCrease . . ...........ouuiuniunennenneennennen.. 420 420 4.20

Assumptions used to determine net costs for years ended December 31:

DISCOUNETALE . .. vttt ettt e et e e e e e e e e 5.60 6.00 6.00
Expected returnon plan assets .. ............ ... 7.00 7.00 7.50
Rate of compensation iNCrease . . ...........ouuiuniunennenneeneennen.. 420 420 4.20

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 year-
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-
quality fixed-income investments that matches the maturity of the plan obligations. The overall expected return
on plan assets is developed from the expected future returns for each asset category, weighted by the expected
allocation of pension assets to that asset category. The Company engages an independent investment consultant
to assist in the development of expected returns.

The Company’s pension plan assets by category are as follows:

21 2010
Asset category
EqUity SECUTIHIES . . . oot 56% 57%
Dbt SECUITLIES . . .ottt e e e e 4 43
Total .. 100% 100%

The target investment allocations for the plan assets are 55% equity securities and 45% debt securities.
Asset allocations are rebalanced on a regular basis throughout the year to bring assets to within a 2-3% range of
target levels. Target allocations take into account analyses performed by the Company’s pension consultant to
optimize long-term risk/return relationships. All assets are highly liquid and may be readily adjusted to provide
liquidity for current benefit payment requirements.

For purposes of valuing pension investments, a hierarchy for the inputs is 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). The following is a
description of the valuation methodologies used for the investments measured at fair value, including the general
classification of such instruments pursuant to the valuation hierarchy.
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The following tables provide the fair value hierarchy of the financial assets of the qualified pension plan as
of December 31, 2011 and 2010:

Level 1 Level 2 Level 3

December 31, 2011

Cash and Short-term Investment Funds .. ................... $ — $ 329 $ —
U.S. Equities (Domestic) . .. ....ooivninin i 38,872 — —
International Equities Non-U.S.) ........ ... .. ... ... .... 8,338 — —
Debt Securities . ....... ... .. 37,212 — —
Total ... $ 84,422 $ 329 $ —
December 31, 2010

Cash and Short-term Investment Funds ..................... $ — $ 482 $ —
U.S. Equities (DOmMEStic) . .. ovvven i 33,273 — —
International Equities (Non-U.S.) .......... ... ... ... ..... 7,413 — —
Debt Securities . ... 31,275 — —
Total ..o $ 71,961 $ 482 $ —

Cash and short-term investment funds consist of cash on hand, which is invested in a short-term investment
fund that provides for daily investments and redemptions and is valued and carried at a $1 net asset value (NAV)
per fund share.

Equities consist of registered mutual fund investments whose diversified holdings primarily include
common stock securities issued by U.S. and non-U.S. corporations, respectively. Mutual fund shares are valued
daily, with the NAV per fund share published at the close of each business day. These investments are classified
as Level 1.

Fixed income securities consist of registered mutual fund investments whose diversified holdings primarily
include U.S. Treasury securities, corporate bonds and mortgage backed securities.

HOVENSA has budgeted contributions of approximately $15,000 to its funded Pension Plan in 2012.

Estimated future pension benefit payments, which reflect expected future service, are as follows:

20 $ 4,041
2008 4911
2004 5,033
20 S 5,115
2000 e 5,174
Years 2017 10 2021 . . oo e 27,199

The Company also maintains an unfunded post-retirement medical plan that provides health benefits to
certain qualified retirees from ages 55 through 65. The projected benefit obligation for this plan was
approximately $11,864 as of December 31, 2011 and $19,240 as of December 31, 2010. The decrease in the
projected benefit obligation includes a change in actuarial assumptions to reflect the pending refinery shutdown.
This plan will also remain in place and meet future obligations in accordance with terms of the plan, but
terminated employees will cease to earn service toward future benefits.

10. Subsequent Event

On February 21, 2012, HOVENSA purchased $355,453 of its tax-exempt revenue bonds at par following
the close of its previously announced tender offer.
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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 January 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.

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 F. 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 between 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 incorporated by
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31,
2001.
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Agreement between Registrant and Gregory P. Hill relating to his compensation and other terms
of employment, incorporated by reference to Item 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 year 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,
Inc., Hess Oil Virgin Islands Corp. and HOVENSA L.L.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
October 30, 1998 incorporated by reference to Exhibit 10.1 of Form 8-K of Registrant filed on
November 13, 1998.

Subsidiaries of Registrant.

Consent of Ernst & 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. 333-43569, 333-94851, 333-115844, 333-150992
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(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.S.C. 1350).

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.S.C. 1350).

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.

XBRL Instance Document

XBRL Schema Document

XBRL Calculation Linkbase Document
XBRL Labels Linkbase Document
XBRL Presentation Linkbase Document
XBRL Definition Linkbase Document

* These exhibits relate to executive compensation plans and arrangements.



Exhibit 21

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
SUBSIDIARIES OF THE REGISTRANT

Name of Company _Jurisdiction
Hess (Indonesia Semai V) Limited . .......... ..., Cayman Islands
Hess (Netherlands) Oil & Gas Holdings C.V. ... ... . . i The Netherlands
Hess (Netherlands) U.S. GOM Ventures B.V. .. ... .. .. . . The Netherlands
Hess Capital Services COrporation . .. ... ......uu ittt ettt et Delaware

Hess Denmark ApS .. ... Denmark

Hess Energy Exploration Limited . ......... ... i, Delaware

Hess Equatorial Guinea Inc. .. ... ... o Cayman Islands
Hess International Holdings Corporation . .............c.iiuiuiieinnnnennen.. Delaware

Hess International Holdings Limited . ......... . .. .. . .. Cayman Islands
Hess Limited ... ... . United Kingdom
Hess Norge AS ..o Norway

Hess Oil and Gas Holdings Inc. . ... . i e Cayman Islands
Hess Oil Company of Thailand (JDA) Limited .......... ... .. .. .. Cayman Islands
Hess Oil Virgin Islands Corp. . ... e Virgin Islands
Hess West Africa Holdings Limited . ........... .. . .. Cayman Islands

Other subsidiaries (names omitted because such unnamed subsidiaries, considered in the aggregate as a single
subsidiary, would not constitute a significant subsidiary).

Each of the foregoing subsidiaries conducts business under the name listed, and is 100% owned by the
Registrant.



Exhibit 23(1)
Consent of Independent Registered Public Accounting Firm
We consent to the incorporation by reference in the following Registration Statements:

(1) Registration Statement (Form S-8 No. 333-43569) pertaining to the Hess Corporation Employees’
Savings Plan,

(2) Registration Statement (Form S-8 No. 333-94851) pertaining to the Hess Corporation Amended and
Restated 1995 Long-term Incentive Plan,

(3) Registration Statement (Form S-8 No. 333-115844) pertaining to the Hess Corporation Second
Amended and Restated 1995 Long-term Incentive Plan,

(4) Registration Statement (Form S-8 No. 333-150992) pertaining to the Hess Corporation 2008 Long-
term Incentive Plan,

(5) Registration Statement (Form S-8 No. 333-167076) pertaining to the Hess Corporation 2008 Long-
term Incentive Plan, and

(6) Registration Statement (Form S-3 No. 333-157606) of Hess Corporation;
of our reports dated February 27, 2012, with respect to the consolidated financial statements and schedule of
Hess Corporation and consolidated subsidiaries and the effectiveness of internal control over financial reporting

of Hess Corporation and our report dated February 27, 2012 with respect to the financial statements of
HOVENSA L.L.C,, included in this Annual Report (Form 10-K) for the year ended December 31, 2011.

St v LLP

New York, New York
February 27, 2012



Exhibit 23(2)
DEGOLYER AND MACNAUGHTON
5001 SPRING VALLEY ROAD
SUITE 800 EAST
DALLAS, TEXAS 75244

February 27, 2012

Hess Corporation
1185 Avenue of the Americas
New York, New York 10036

Ladies and Gentlemen:

We hereby consent to the use of the name DeGolyer and MacNaughton, to references to DeGolyer and
MacNaughton as an independent petroleum engineering consulting firm, to references to our third party letter
report dated January 31, 2012, containing our opinion on the proved reserves attributable to certain properties
owned by Hess Corporation, as of December 31, 2011, (our “Report”), under the heading “Oil and Gas Reserves-
Reserves Audit,” and to the inclusion of our Report as an exhibit in Hess Corporation’s Annual Report on Form
10-K for the year ended December 31, 2011. We also consent to all such references, including under the heading
“Experts,” and to the incorporation by reference of our Report in the Registration Statement to be filed by Hess
Corporation on Form S-3 on or about February 27, 2012 and in the Registration Statements filed by Hess
Corporation on Form S-8 (No. 333-43569, No. 333-94851, No. 333-115844, No. 333-150992 and
No. 333-167076).

Very truly yours,

B pad ol

DEGOLYER AND MACNAUGHTON
Texas Registered Engineering Firm F-716




Exhibit 31(1)
I, John B. Hess, certify that:
1. I have reviewed this annual report on Form 10-K of Hess Corporation;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant
as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, 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;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s
board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

By

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

Date: February 27, 2012



Exhibit 31(2)
I, John P. Rielly, certify that:
1. I have reviewed this annual report on Form 10-K of Hess Corporation;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant
as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, 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;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s
board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Vet

John P. Rielly
Senior Vice President and
Chief Financial Officer

Date: February 27, 2012



Exhibit 32(1)
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period
ending December 31, 2011 as filed with the Securities and Exchange Commission on the date hereof (the
Report), I, John B. Hess, Chairman of the Board and Chief Executive Officer of the Corporation, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Corporation.

3%6.%%

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

Date: February 27, 2012



Exhibit 32(2)
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period
ending December 31, 2011 as filed with the Securities and Exchange Commission on the date hereof (the
Report), I, John P. Rielly, Senior Vice President and Chief Financial Officer of the Corporation, certify, pursuant
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Corporation.

pre

John P. Rielly
Senior Vice President and
Chief Financial Officer

Date: February 27, 2012
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g U5 lilties, Inc.
e 2 4
Mﬁ% 2525 Morth 12th Streat
S y Suite 350
preerTiEs. K. Pt Offea Box 12677

Rearding, PA 19612-2677

(810} 7983400 Telaphone

April 11, 2012

John Sutherland

Director

Hess Small Business Services, LLC
One Hess Plaza

Woodbridge, NJ 07095

RE:  UGI Financial Security Requirements
Dear Mr, Sutherland,

UGT Utilities, Inc. (“UGIU™) has reviewed the {inancial information of Hess Corporation,
(“Hess”). Based on this review and the requirement that Hess Smal) Business Services,
LLC must post security as specified in the UG] Gas (“UGT™), UGI Penn Natural Gas
(“PNG”) and/or UGI Central Penn Gas (“CPG”} Supplier Coordination Tariffs before it
serves customers on the UGI, PNG and/or CPG distribution systems, UGIU has
determined that Hess Small Business Services has demonstrated adequate
creditworthiness to satisfy any costs UGL PNG and/or CFG may incur in the event they
operate as a supplier of last resort due to a default on the part of Hess Small Business
Services.

This determination may change in the event there is a material deterioration in that
condition, if Hess Small Business Services’ obligations to UG, PNG end/or CPG exceed
the amount of the financial security provided, if the financial security is withdrawn or is
deemed to be null and void or inadequate due to the material financial deterioration of
any guarantor, or if Hess Small Business Services fails to abide by the terms and
conditions of the UGI, PNG and/or CPG Gas Tariffs and the UGI, PNG and/or CPG
Natural Gas Supplier Coordination Tariffs.

Please feel free 10 contact me with any additional questions that you may have. I can be
reached at (610) 796-3520

Sincer Y.

David E. Lahoff
Manager, Rates



April 4, 2012

PECO - Exelon Corporation
Energy Acquisition

2301 Market Street
Philadelphia, PA. 19103

Mr. John Sutherland, Director

Hess Small Business Services, 10" Fioor
I Hess Plaza

Woodbridge, NJ 07095
jsutherland@hess,com

Energy Acquisition is providing this notification letter that Hess Small Business Services
has met the creditworthiness business requirement involved with the Pennsylvania Gas
Choice - Low Volume Transportation program, contingent upon the acceptance of an
initial Parent Guaranty, of $35,000.00, from Hess Corporation, on behalf of Hess Small
Business Services. PECO will hold any surety to cover potential obligations to PECO and
other system costs that could result from failure of a Supplier to meet its competitive
Natural Gas Supply service delivery obligations.

Please note, although the creditworthiness requirements were met, as referenced within
Section 7.13 (Creditworthiness of a Natural Gas Supplier (NGS) Serving Low Volume
Transportation Customers) of the Gas Service Tariff, PECO has the right to re-assess the
creditworthiness of the company if PECO has any reason to suspect a change in the
marketer’s financial condition.

If you should have any questions regarding this matter, please contact the Electric & Gas
Choice Hotline at 215-841-3700.

Sincerely,
<

Manager
Energy Acquisition



860 W. Montgomary Ave., Philadelphia, PA 19122
Talephone: 215-236-0500

Philadelphia Gas Works

March 21, 2012

Mr. William Zuretti

Regulatory Affairs Specialist

Hess Small Business Services, LLC
Hess Corporation

One Hess Plaza

Woodbridge, NJ 07095

Re: Security Requirement Bond for Hess Small
Business Services, LLC

Dear Mr. Zuretti:

Philadelphia Gas works (PGW") is aware that Hess Small Business Services, LLC has filed an application with the
Pennsylvania Public Utility Commission to supply natural gas services to the public in Pennsylvania and specifically
within the services territory of Philadelphia Gas Works.

As you know, in making such an application, Hess Small Business Services, LLC must furnish acceptable security to
each utifity where Hess Small Business Services, LLC will do business. As such, under its tariff, Philadelphia Gas
Works could require Hess Small Business Services, LLC to provide a bond or other financial security instrument in an
amount thal Philadelphia Gas Works determines fo be appropriate.

However, you have indicated, and it is Philadelphia Gas Works' understanding, that Hess Small Business Services,
LLG intends only to provide natural gas aggregating, brokering and consulfing services at this time. You have stated
that, in performing these services, Hess Small Business Services, LLC will never take fitle to any delivered natural
gas.

Based upon your representations, Philadelphia Gas Works has determined that, at this time, Hess Small Business
Services, LLC does not need to post a bond or other form of security to operate in its service territory. If the services
provided by Hess Small Business Services, LLC should change, Philadelphia Gas Works reserves the right {o require
security from Hess Small Business Sarvices, LLC as it deems appropriate.

If you have any questions concerning the foregoing, please contact me at (215) 684-6880.

Sin

e e
Douglas fMoser :
Execugiye VP & COO
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Cindy Farley
14 Timothy Lane
Burlington, NJ 08016
Home: (609)239-2838

OBJECTIVE: Seeking a challenging position that will best utilize my analytical and energy experience to provide value-

added and profitable solutions. The desired position will facilitate growth through ongoing feedback and
advancement based on performance.

PROFESSIONAL EXPERIENCE:

Hess Corporation — Woodbridge, NJ
Manager, Encrgy Marketing Retail Operations (fuly 2009 to present}

Responsibilities inchide:

Ensure natural gas is nominated 1o retail customer hehind 15 utilities in NY, NI, PA, and DE

Ensure natural gas is forecasted for retail customers on a two day advance notice

Compile pool reconciliations to ensure accurate account of customers are in pools and in sales system

Price retail customer proposals in conjunction with sales to include appropriate costs and margin

Manage the Product Structure box for requests associated with pricing, volume accuracy, drops/adds of retail customers, sales system
maintenance and ensure less than 24 hour nsn around time

Provide volumetric forecast for retail business anticipated to deliver for next month and provide presentation to management
Provide volumetric and pn! forecast for mid month and FOM retail pnl proxy

Provide auto renewal pricing for Sales utilizing wtility costs factors

Manage the Sales pricing system and oversee all enhancements and coding to ensure system operates efficiently with little or no
interruptions related to pricing a retail customer

Work closely with legal to ensure all contract language is accurate and up to date to protect integrity of the company

Participate in Sarbanes Oxley testing and walkthroughs and improve documentation as processes are refined

Manage a staff of 6 Retail Schedulers and 4 Product Structure Specialists

Manager, Natural Gas Product Control - Risk (January 2007 to June 2009)

Responsibilities include:

Compile the daily P/L and Position reporting for spot and forward P/L results and provide to operations
Calculate and approve daily margin for different portfolios of the business

Provide daily and MTD analysis of all pni for natural gas with a 95% metric explained

Validate daily position on alt portfolios and provide explanation to operations on any discrepancies

Analyze daily pricing and mark to market valuation to confirm reasonableness and provide feedhack to operations on discrepancies
Maintain MTM pricing to ensure valuation of encrgy trades are accurate

Caleulate/approve FAS 133 designation process in models

Provide forecasted and meonth end MTM results and report to accounting to record results in general ledger
Create presentation of P/L results at month end and provide to operations and accounting

Participate in Sarbanes Oxley testing and walkthroughs and impreve documentation as processes are refined
Manage a staff of 2 Product Control Specialist

Maunager, Natural Gas Middle Otfice (July 2006 to January 2007)

Responsibilitics include:

Provide Daily P/L and Position reporting and spot month P/L results to operations

Caleulate and approve daily margin for different portfolios of the business

Analyze daily pricing and mark to market valuation to confirm reasonablencss and provide feedback to operations on discrepancies
Verify trades utilizing trade tickets and counterparty and broker confirmations

Approve confirmations created for external counterpartics

Maintain MTM pricing to ensure valuation of energy trades are accurate

Calculate/approve FAS 133 designation process in models

Provide month end MTM results and reports to accounting to record results in general ledger

Participate in Sarbanes Oxley testing and walkthroughs and improve documentation as processes are refined

Manage a staff of 3 Middle Office Analysts

Supervisor, Wholesale Natural Gas and Electric Accounting (June 2004 to June 2006)

Responsibilities include:

Process P/L results and record journal entries for forecast, estimate, actual and PPA for natural gas



Manage over &ll month end close for natural gas and electric accounting

Prepare natural gas deferral and analyze inefficiencies in data

Prepare monthly and quarterly P&L reporting and disclosures for natural gas

Participate in Sarbanes Oxley testing and walkthroughs and improve documentation as processes are refined

Core team player in designing new electric settlement screens and reports for Endur (Openlink) system

Manage and process partner billing associated with Select acquisition

Review and approve all financial and physical, and broker settlements for natural gas and electric

Review and approve ISO NE, NYISO, and PJM settlements

Manage a staff of 4 accountants responsible for capturing all aspects of the P&L margin results and reporting for month end close
rclated to natural gas and electricity, FAS 133 and MTM valuation and reporiing on realized and unrealized P&L, financial, physical
and broker settlements, cash application and forecasting, A/R aging, P&L forccast and estimation, pipetine storage valuation and gas
imbalances, park and loan vajuation, balance sheet reconciliations

Process improvements — reduced and/or eliminated reports to provide efficiencies in group, decreased the P&L. and cash forecast from
90 to 30 days, improved cash forecasting process and pipeline storage LCM caleulation, and automated settlement pricing into the
system

Sr. Accountant, Wholesale Natural Gas and Electric Accounting {September 2002 to June 2004)

Responsibilities inchude:

L

Caleulate the market valuation and conpile the Mark to Market (MTM) of natural gas and electric financia) derivatives
Accurately capture and record the FAS 133 derivative activity for natural gas and electricity

Prepare monthly and quarterly P&L reporting and disclosures for current and forward positiens for corporate and external auditors
Preparc journal entries for all MTM and FAS 133 accounting

Maintain all natural gas daily, weekly and monthly expired prices in trading system

Process natural gas financial seitlements

Assisted in designing the natural gas financial settlement system

Prepare monthly P&L and balance sheet forecast for Energy Marketing

Compile and record journal entries for natural gas storage balances and valuation and cafeulate LOM (Lower of Cost or
Market)

Calculate park and [oan valuation and record necessary journal entries.

Prepare and record journal entries for natural gas deferral and analyze inefficicncies in data

Prepare balance sheet reconciliations

Prepare reporting and journal entries for income statement estimation, actualization and PPA reporting for natural gas
Caleulate federal and states tax provision for energy Marketing and report monthly P&L results

Wrote firancial settlement, MTM and month end close documentation for Sarbanes Oxley compliance and actively
participated in testing and walkthroughs

Aquila — Kansas City MO

Manager, Finance (September 2001 to August 2002)

Sr.

Responsibilities include:

Development and maintenance of Weather desk accounting and performance reporting systems
Develop and monitor accounting standards, processes and protocols

Manage five partner relationships P/L books

Compile all management reporting and settiement reports

Compile month end settlements and accounting functions

Compile business plan and budget

Compile dajly P&L forecast

Contribute to continuous improvement of weather desk’s pricing and portfolio management techniques
Compile analysis of actual vs. budget for income statement accounts

Maintain a Weather portfolio on ICE (Intercontinental Exchange)

Supervise financial analyst and administrative assistant

Accountant, Natural Gas Accounting (February 2000 to September 2001)

Responsibilities include:

L

Prepare reporting and journal entries for income statement estimation, actualization and PPA reporting for natural gas
Analyze revenue and cost of sales and validate rates

Analyze balance sheet for data integrity and research trends or discrepancics

Supervise temp staff of four assisting with balance sheet integrity

Analyze cash for accuracy — 30 bank reconciliations

Compile and record fixed assets

Oversee the accounting functions for four BU’s



*  Submit financial reporting in FDC te corporate (Domestic and International locations)

+«  Compile SEC reporting

*  Oversee the accounting setup of the Bermuda, UK and Dallas offices and manage accounting books
*  Special projects

Koch Industries, Wichita, KS
Financial Analyst, Energy Marketing (January 1998 to February 2000)

Responsibilitics include;

*  Prepare daily natural gas /1 and scorecard information for traders and business leadcers

*  Oversce and menitor Gas Trading and Paper Trading books for MTM and FAS 133

*  Close out gas deals — resolve volume discrepancies

¢  Compile and tie out monthly p/l for section of the business

¢  Estimate monthly p/i through NIAT by profit center and forecast forward months

*  Assist controller with budget and forccast of SG&A expenses for business

s Analyze SG&A expenses and record allocations as well as research trends

*  Prepare and publish four sets of monthly financials for four sections of the business

*  Preparc menthly and quarterly reports for business (Cash Flow, NAF)

s Prepare year end audit packet

*  Analyzc balance sheet and income statement and research trends

*  Analyze and reconcile intercompany accounts

*  Book p/l and balance sheet entries within Oracle

*  Overall knowledge and involvement in the settlement process (invoices/contracts/ AR/AP) through p/1 consolidation (inciudes
tax calculations and entries)

*  Monitor and oversee the general ledger maintenance within Oracle

*  Assisted with implementation of Oracle for tracking and recording accounting book of records

Excel Corporation, Wichita, KS
Catile Bayer Clerk (April 1996 to December 1997)

Responsibilitics include:

*  Maintain contract program

»  Price contract cattle off futures (Chicago Mercantile Exchange)

»  Trade cattle futures to hedge position

«  Write and maintain morton meat partnership contracts

*  Price formula cattle & contract cattle off live market and formulas
*  Maintain P/L.’s for cattle buyers

*  Maintain contract kill & commodity transactions

s Maintain cattle inventory at six plant locations

Kansas World Trade Center/The Wichita Area Chamber of Commerce, Wichita, KS
Trade Services Administrator/Accountant (August 1995 to April 1996)

Responsibilities include:

»  Provide dircet support to the Vice President

+  Prepared financial statements, accounts receivable aging reports, sales evaluations

*  Assisted with the A/R, A/P, and invoicing process

»  Created extensive and detailed graphs and charts for accounting statistics and business plan as well as state and local statistics
«  Involved in translation projects

*  Provide services to potential and ongoing clients with import/export services

s Direct marketing to obtain new clients

*  Rescarch for special projects

Wichita State University, Wichita, Kansas
Secretary/Administrative Assistant, August 1991 to December 1995

Responsibilities include:

*  Provide direct support to chairperson and facuity

s Maintain budget

»  Created any statistical graph or chart necessary in regards to rescarch

*  Word processing (i.e. exams, documents, research papers, etc.)

¢ Giving accurate university/departmental information to students, other departments within the university, and other business
professionals.

*  Multi-line phone service

¢ Information Management



EDUCATION: BA in Finance, December 1999
Wichita State University, Wichita, KS
Cumulative G.P.A. 3.5

COMPUTER SKILLS: Oracle, Microsoft Excel, Word, Powerpoint, Access, Impromptu, STARS, Hyperion, Visual Deal, Apex,
Unisearch, AS/400, PeopleSoft, Platinum, Best - Fixed Asset System, RiskWorks, WeatherWorks, SAP, Apollo, Endur

ADDITIONAL EDUCATION: 1SONE 4 day training course, DSS NYISO training course, PJM online training course, Fundamentals of
Energy Futures and Options, Option Pricing and Applications



JODI LANDSBACH-BROWN
201 Reinish Drive
Monaca, PA 15061
724-728-0270

Summary of Qualifications
Background includes training and experience in: Cost and Pricing Analysis, Tariff and Contract Interpretation,
Team Management and Training

PROFESSIONAL HIGHLIGHTS

Hess Corporation

2000 Cliff Mine Road, Suite 420, Pittsburgh PA 15275
Ohio Valley Region Operations Manager January 2008 — Present
Manage Commercial & Industrial gas operations for three states. Oversee the scheduling of natural gas
local distribution companies systems in Ohio, Western PA and West Virginia, including management
of imbalance trading and accuracy of billing information.

Gas Scheduler I1 May 2005- December 2007
Responsible for ensuring that all scheduling functions related to the transportation of natural gas behind
multiple LDCs are executed in an accurate and timely manner, Includes, but not limited to both daily
and monthly nominations, balancing and volume verification behind Equitable, Columbia of Ohio,
Cincinnati Gas-Duke Energy & Dominion distribution companies. Interact considerably with Energy
Marketing, Sales, utilities and wholesale operations personnel. Act as a back-up to the product structure
personnel, while working with the pricing and cash desk. Attend regulatory meetings when time permits
in order to represent Hess” vested interests.

CMS MS&T Consumers Energy May 1997 — January 2004
2593 Wexford-Bayne Rd., Sewickley, PA 15143
Corporate Account Manager/Gas Scheduler
Manage day-to-day operations for CMS MS&T’s customer base in Western Pa, operating behind Dominion,
Equitable and Columbia gas systems. Including, but not limited to: scheduling, balancing, supply purchasing, on-
system storage management, retail and wholesale supply and customer sales. Manage all of the Pittsburgh
customer’s invoicing, credit and collection efforts.
Specific functions:
® Interact daily with various departments within multiply utilities, producers and sales in order to
generate appropriate and efficient pricing, nominations, balancing and volume verification.
* Interpret customer, production and legal contracts as well as various tariff language in order to
comply with PUC, FERC and LDC guidelines.
*  Produce various monthly cost, production, storage and usage reports by analyzing and combining
historical data with current data in order to produce efficient future projections.

ATM CORPORATION September 1996 — May 1997
345 Rouser Road, Coraopolis PA 15108
Assistant Vice President
Manage daily, weekly and monthly performance of operation team consisting of six associates to ensure
that both appraisal and title requirements and commitments are met in a timely manner. Monitor work
in progress for several vendors in six states. Assist in training staff to better understand various appraisal and title
products that ATM offers to several different clients
Specific functions:
* Review the quality of work performed by several vendors via a variety of daily reports and data
collected throughout each day.
° Analyze team and vendor performance on a weekly basis to ensure quality control.
*  Prepare weekly performance reports to monitor and ensure cost-effective vendor application.




TRANSGENERAL CLAIMS MANAGEMENT CO. December 1995 — September 1996
730 Holiday Drive, Pittsburgh PA 15230
Senior Benefit Administrator
Manage and administer several group long-term disability accounts while adhering to numerous state and federal
regulations, legalities and timing standards. Research, investigate and secure appropriate information to support
or refute claim decisions. Assist in the development and management of cost containment, customer service,
quality and productivity goals for long-term disability claim units.
Specific Functions:
o Identify and interpret services available under contract and resolve problem and concerns
policyholders and claimants.
* Analyze and examine factors contributing to deviation from projected reserves as well as quality and
productivity goals.

CIGNA CORPORATION November 1992 — December 1995
One Chatham Center, Pittsburgh PA 15219
Benefit Administrator
Analyze long-term disability claims and group contracts to determine liability and reserves.
Specific functions:
o Communicate with claimants, policyholders and physicians in order to determine the status of a claimn
while adhering to contractual obligations.
e Calculate benefits payable, determine projected amount of reserves needed to fulfill policy
obligations and review claims for approval or denial of initial or continuing benefits.

MELLON BANK CORPORATION May 1990 - November 1992
One Mellon Bank Center, Pittsburgh PA 15230
Work Leader — Collection and Insurance Units
Managed 5 associates in a specialized insurance project in order to reduce outstanding loan and collateral
insurance balances.
Specific functions:
» Sole control of 5 associates assigned to special insure project for Mellon direct and indirect portfolios.
* Responsible for $900,000 reduction of potential charge-off balances in seven month period.
¢ Conducted training class for new associates assigned to both insurance and collections area.
® Prepared format and produced weekly status reports for various departments of Mellon Bank.
Achievements:
¢ Mellon Bank Extra Effort Award — June 1992
¢ Mellon Bank Premier Achievement Award — July 1992

Consumer Loan Adjuster / Collections
Responsible for research, analysis and collection of delinquent installment loans for six Mellon Bank regions,
Responsible for overseeing controlled delinquency on all accounts on claim within my workgroup.

Specific functions:

e Work toward resolving direct and indirect 60, 90 and 120-day delinquent loan status. Daily update

e on CRT of status changes for each account

*  Recommend solutions or bank action while maintaining professionalism during communication with

customers as well as attorneys, insurance companies, dealerships and various Mellon associates.

EDUCATIONAL BACKGROUND

ROBERT MORRIS UNIVERSITY, Moon Twp., PA January 1993 — December 1994
MBA — Masters of Business Administration
e  Concentration in Business Management and Finance

UNIVERSITY OF PITTSBURGH, Pittsburgh, PA September 1987 — April 1991
Bachelor of Science Degree — Business Administration
e Dean’s List — Fall 1989, Spring 1991




» ALPHA KAPPA PS] Professional Business Fraterity/Sorority; Active member September 1989 — April 1991;
Vice President — Pledge Class of 1989
¢ Participation Award March 1990 - Student Leadership Annual Conference
Computer Knowledge: Windows, Excel, Microsoft Word, Trans-Energy, Safari, Act, NOMS, Aviator,E-Script



John Sutherland
35 Clark Street
Dumont, NJ 07628
Home: (201) 385-9073

Summar

Accomplished professional with over 25 years of experience in all aspects of sales,
marketing and energy management. A highly-motivated, entrepreneurial team player with
comprehensive analytical skills and excellent interpersonal skills.

Professional Experience

HESS CORPORATION, Woodbridge, NJ

Director of Hess Small Business Services 2009-Present
Responsible for the start-up of a new growth initiative within Hess Corporation. Hess Small
Business Services is a wholly owned subsidiary, focused solely on the small commercial /
mass market. Responsible for the P&L of the entire operation for the retail electric and
natural gas commodity business including Sales, Marketing, Supply and Customer Care
activities.

Director of Products and Programs 2007- 2008
Responsible for the product development, training and sales of new products. Products
included; Electricity, Demand Response, Green Energy and Carbon Neutral Solutions.
Provided sales and technical support, monitored the quality of Hess’ product portfolio, and
evaluated the performance of each product to insure we provide innovative solutions to
meet all of the customer’s energy needs.

KEYSPAN ENERGY SERVICES INC., Lynbrook, NY

Vice President Retail Services 2003-2007
KeySpan Energy Services is a leading competitive supplier of retail electricity and energy-
related services to commercial and industrial customers in the New York metropolitan area.
Responsible for the P&L of the entire operation of the retail electric commodity business
including Sales, Marketing, Supply and Customer Care activities.

Director of Marketing & Sales 1996- 2001

One of six Brooklyn Union employees selected to start the company in April 1996 in
response to deregulation of the natural gas industry in New York State with full
responsibility for the development and implementation of the sales and marketing program.

THE BROOKLYN UNION GAS COMPANY

Director Commercial Sales and Marketing 1994-1996
Managed the commercial sales and marketing operation with responsibilities for direction
and management of a field based sales force, development of market plans, administration
of budgets, quotas and sales territories.




John Sutherland
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Director of Governmental Marketing 1991-1993
Responsible for all new sales and account management activities for all New York City,
New York State, and Federal Agencies.

Account Manager 1990-1991
Responsible for marketing natural gas to Architects/Engineers and develop a working
relationships with the design community.

o Developed and implemented technical training seminars.

® Increased awareness and specifications of new energy technologies.

e Increased gas cooling and cogeneration gas load by more than 300%.

MILLANDER - WILKE INC., New York, NY

Sales Engineer 1983-1989
Responsibilities consisted of marketing and sales of commercial / industrial heating and air
conditioning and energy related products to building owners, engineers and contractors.

Education

Bachelor of Engineering Degree in Mechanical Engineering
Manhattan College, Riverdale, New York.

Masters of Business Administration, Corporate Finance
Fairleigh Dickinson University, Teaneck, New Jersey.
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FEDERAL ENERGY REGULATORY COMMISSION
Washington, D.C. 20426

OFFICE OF ENERGY MARKET REGULATION

In Reply Refer To:
Hess Small Business Services LLC
Pocket No. ER11-3623-000

July 1, 2011

Ms. Sandra E. Rizzo

Artorney for Hess Small Business Services LLLC
Bracewell & Giuliani, LLP

2000 K Street, N.W.

Suite 500

Washington, D.C, 20006

Reference:  Notice of Succession
Dear Ms. Rizzo:

On May 23, 2011, you filed on behalf of Hess Small Business Services LLC a
revised market-based rate tariff reflecting the name change of Stuyvesant Energy L.L.C.
to Hess Small Business Services LLC.

Your filing was noticed on May 24, 2011, with comments, protests or
interventions due on or before June 13, 2011. None was filed.

Pursuant to the authority delegated to the Director, Division of Elcctric Power
Regulation - West, under 18 C.F.R. § 375.307, your submittal filed in the referenced
docket is accepted for filing, effective August 1, 2011, as requested.

This action does not constitute approval of any service, rate, charge, classification,
or any rule, regulation, or practice affecting such rate or service provided for in the filed
documents; nor shall such action be deemed as recognition of any claimed contractual
right or obligation affecting or relating to such service or rate; and such acceptance is
without prejudice to any findings or orders which have been or may hereafter be made by
the Commission in any proceeding now pending or hereafter instituted by or against the
applicant.

This order constitutes final agency action. Requests for rehearing by the
Commission may be filed within 30 days of the date of issuance of this order, pursuant to
I8 C.FR. §385.713.



Docket No. ER11-3623-000 -2-

Questions regarding the above order should be directed to:

Federal Energy Regulatory Commission
Atin: Valerie Gill

Phone: (202) 502-8527

Office of Energy Market Regulation
888 First Street, N.E.

Washington, D.C. 20426

Sincerely,

Steve P. Rodgers, Director
Division of Electric Power
Regulation - West
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