Eckert Seamans Cherin & Mellou, L1.C THL 717 237 6000
213 Muarket Street FAX 7172376019
8" Floor www.cckertseamans.com

Flarrisburg, PA 17101

ATTORNEYS AT LAW

Sarah C. Stoner
T17.237.6026
sstoner@eckentscamans.com

Juiy 12, 2013

Via Hand Delivery

Rosemary Chiavetta, Secretary
PA Public Utility Commission
PO Box 3265

Harrisburg, PA 17105-3265

Re:  Application of Hess Energy Marketing, LLC for approval to
offer, render, furnish or as a supplier, broker/marketer and
aggregator or natural gas service to the public in the

Commonwealth of Pennsylvania, Docket No. A-2013-2365792

Dear Secretary Chiavetta:

Hess Energy Marketing, LLC (“HEM”) respectfully requests amendment of its natural gas
supplier (“NGS”) license application to include service to residential customers throughout the
Commonwealth of Pennsylvania. In support of this request, HEM submits as Attachment A, a
revised copy of page six (6) of its NGS license application.

In addition, staff requested that HEM provide hard copies of Hess Corporation’s (“Hess’s”)
Financial Fitness documentation. In response to this request, HEM submits as Attachment B
Hess’s 10Q and Annual Report, which includes a copy of its 10K. While hard copies of the
documentation are provided to the Commission, others may access the information at
http://phx.corporate-ir.net/phoenix.zhtml?c=101801&p=irol-sec.

If you need anything further, please do not hesitate to contact me.

Sincerely,

Mtk i

Lee Yalcin w/enc.
Certificate of Service

Sarah C. Stoner o ~
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UPDATED 7/12/13

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}):

9 PROPOSED SERVICES: Generally describe the natural gas services which the Applicant
proposes to offer.

Hess Energy Marketing, LLC is proposing to offer a variety of fixed-price, variable-price and
hybrid fixed and index price pricing products specifically targeted all sizes of Commercial and
Industrial Customers.

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

PECO

UG Gas

UGI Central Penn Gas

UGI Penn Natural Gas
Philadelphia Gas Works

Valley Cities

Equitable Gas Company
Peoples Natural Gas Company
Peoples TWP, LLC

Columbia Gas of Pennsylvania
National Fuel Gas Distribution Company

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):

DDXXXXX

12, TART DATE: The Applicant proposes to begin delivering services on July 1, 2013

S
{approximate date).

{LO523181.1}
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 10-Q
¥ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the quarter ended March 31, 2013

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

OF 1934

to

For the transition peried from
Commission File Number 1-1204

HESS CORPORATION

(Exact Name of Registrant as Specified in Its Charter)

DELAWARE
(State or Other Jurisdiction of Incorporation or Organization)

13-4921002
(L.R.S. Employer Identification Number)

1185 AVENUE OF THE AMERICAS, NEW YORK, N.Y.
{Address of Principal Executive Offices)
10036
{Zip Codc)

{Registrant's Telephone Number, Including Arca Code is (212) 997-8500)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15 (d) of the Sccurities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing

requirements for the past 90 days. Yes 8 No O
Indicate by check mark whether the registrant has submitted electronically and posted on its Corporate web site, if any, every Interactive Data File required to

be submitted and posted pursuant to Rule 405 of Regulation S-T {§232.405 of this chapter} during the preceding 12 months (or for such shorter period that the

registrant was required to submit and post such files). Yes @ No O
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting campany. Sec the
definitions of “large accelerated filer™, “accelerated filer” and “smatler reponting company™ in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer (4 Accelerated Filer O Non-Accelerated Filer O Smaller Reporting Company [
(Do not check if a smaller reporting company)
Yes O No

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act),
At March 31, 2013, there were 343,297 818 shares of Common Stack outstanding,
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PART I—FINANCIAL INFORMATION

Item 1.  Financial Statements.
HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED BALANCE SHEET (UNAUDITED}
March 31, Theeember 31,
0t iz
(In milliuny,
- - ——— - e _rcepd shape amaynts) —
l e ASSETS T ) T
CURRENT ASSETS
" Cash and cash equivalents_ . - 5 444§ 642
_Accounts receivable o _ﬁ: ) _ . - .
L Trade o - 1567 4057
Other L 27y 281
L“blnvcnlurlu o o _— - R - 1 ,__l.é‘ﬂ
Assets beld for sale . 17 545 1,092
Othcrcurr::-ﬁ_t-a.sst.ls _ ___ﬁ”_:b# o :“;7_7_ :_i_ “h_.._;% - 903 _ I,O_EE—]
Total current assets 11,418 8,387
INVESTMENTS IN AFFILIATES __ __ _____ —_ '~~~ =—— == — =/ — 337 443 |
PROPERTY, PLANT AND EQUIPMENT L
_ Total —atcost e _ 40,258 45,553
Less: Rescrves for dcpncmtlon, depletion, .Lmommuon and ]t.:lbc imp: nmn.nl 14.604 16,746
[ Property, plant and cquipment—net - - 25,651 _ 28,807
GoopwiLL 1,869 2,208
DEFERRED INCOMETAXES ~~ —~  — —~— — —-—=— = ™ T T 742 T 3126
OTHER ASSETS T 362 470
MOTALASSETS "~ T T TS aam s wsaa]
- LIABILITIES AND EQUITY o R L -
CURRENT LIABILITIES - T T _ _ R
Accounts payable . L $ 571 8 2,809
L Accruced liabilities o .;_,_ o _;__t ;_ _7_)__ _2.6l6 ﬂé,giil]
Taxcs payable _ 7 ) 751 960
[ Liabilities aasom.m_d with assets held for & s.llc. _ e - e 3,064 539 ]
" Short-term debt and current maturities of'lonl_., term debi 1,904 87
f Total current liabilities e —:__ - - t 8,906 8,382
LONG-TERMDEBT ______ = N S 7. SO 1 7 .
DEFERRED INCOME TAXES R 11 2,662 |
ASSET RETIREMENT OBLIGATIONS T T 1.994 2212
OTIER LIABILITIES AND DEFERRED CREDITS - 1372 1,658 |
Total labilitics 19.854 22,238
eQOY_ o ]
_Hess (,orpomuon Stockhbolders” Eqguity B i . N L
T Common stock, par value 1007 0 T T T Tt T T o T T ) -
i Autherized — 600,000,000 shares ‘
Issued — 343,297,818 sharcs at March 31, 2013; |
L 341,527,617 shares at December 31, 2012 - e . 343 342 |
Capital in excess of par value ) 3,569 3,524
U _Retwedeamings ~ "~ T T T 0 T T T 0 T 1898 7717
Accumulated other compn.hunivc. inr._u];(:!u“) (452) (493)
~_ Toul Hess Corporation stackholders equity. T "0 2818 " 21,09]
Noncentrolling interests ) 107 113
L Total equity ) - e = — 22,525 21,203 ]
TOTAL LIABILITIES AND EQUITY 3 42379 § 43,441

Sce accompanying notes to consolidated financial statements.
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PART I — FINANCIAL INFORMATION (CONT'D.}

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
STATEMENT OF CONSOLIDATED INCOME (UiNAUDITED)

Three Months Faded
March 31,

201)

1012

(In milllans,

REVENUES AND NON-OPERATING INCOME

_.except prrtharc ameuniy)

—

Sales and other operating revenues B T e —A 5 R —'—3—‘3@ E _ _TZ—,@G—J
" Gains on asset sales . _—:__ _:- - o e B _ 688 - T 386
Other, net h (37) 29
.~ Total revenucs and non-operating income i S M 4,1 17: 2.961]
COSTS AND EXPENSES e
_ Costof products sold (cxcluding items shown sepurately below)__—_ _—_ _ ___ 596 270
Operating costs and expenses B 585 535
!,_Fmductiun and severance taxes T - - I I T
Exploralion expenses, including dry holes and lease impairment 219 _ 253
I Gencral and adnyinistrative expenses, o e Y ) )
Interest cxpense T e R [ S T
" Depreciation, depletion and momzatlon - o o 679 662
Total costs and expenses 2,464 2,094
INCOME FROM CONTINUING OPERATIONS BEFORE INCOMETAXES 1,653 867
Provision for income taxes 470 328
INCOME FROM CONTINUING OPERATIONS _ _ ~~ __ — — - =——/" ~ 1183 539,
INCOME FROM DISCONTI\IUED OPER;\TIOVS NET OF [\ICOME TAXES 90 21
NETINCOME _— _~ — B 1273 _ 560}
Less: Net income (l[)‘nb) attributable to noncontrolling i |nu_n_-;tg, (3) 15
NET INCOME ATTRIBUTABLE TO HESS CORPORATION - s 1276 % 545
NET INCOME ATTRIBUTABLE TO HESS CORPORATION PER SHARE L o
BASIC: . e . _ )
Continuing operations o e 3 347 § 158
[ Discontinued operations____ %_:_k - N e 0:29 0.03]
NET INCOME PER SHARE $ 376 § 1.61
DILUTED: . - R - - - ]
_ Continuing operations 5 2343 8 157
Discontintied operations L o S o T0.29 0.03
NET INCOME PER SHARF b 3.72 3 1.60
WEIGHTED AVERAGE NUMBER OF COMMON SHARES QUTSTANDING (DILUTED) _ T 3426 3403
COMMON STOCK DIVIDENDS PER SHARE T 10

See accompanying notes to consolidated financial statements,
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PART I — FINANCIAL INFORMATION {CONT’I).)

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME (UNAUDITED)

Thtee Monihs Fhded

March 31,
20013 2002
e e e - . _ (amilllonsy_
NET INCOME 3 1273 _§ 560 |

__OTHER COMPREHL\TSIVE INCOME (LOSS) o ) I
Derivatives dl.slgllatcd us cash_flaw he hedges o - - - ]

4‘

_Effect of hedge losses reclussified 1o income A 154
— “Income taxes on effect of hedge losses reclassified to income. {2)_ (3N,
Net effect of hedge losses reclassified 10 income 2 97
 Change.in fair value of cash flow hedges _:_‘: ‘__i—_:_—_—: ; - e ____]8_‘: __,_____.({’_9)-}
Income taxes on changc in fair Vuluc of cash flow hedges (7 187
T T Net change in fair valuc of cash flow shedges - . T (292)'
Change in derivatives designated as cash flow hedges, alter-tax 13 (195}
T Pension and other postretirementplans " T T T T T
Actuarial gains (losses) in plan liabilities 7 L e . 245 T
o [ncomutuu:.'_nn actuaﬁ';:t-l-chungcsz in plan li;b—il?urr:‘: - _ L o (89) —J
Net effect of actwarial gains (losses) in 5} in plan liabilities 156 —
[ Amortization of netactwarial fosses — U * S T
Income Laxes on amontization of net actuarial losses (8) (®)
}i_ T Net effect of amortization (;fn\,t aclu:mal lO'ﬁC‘i _- _’_ __:__ o S ;:_“‘; I4: ) IAZ!—'J
Change in pension and other postretirement plans, after-tax 170 13
- __ Foreign currcncy—tﬁmldllon xﬁ]ﬁqtmeﬁtv;‘:’“ﬁ:_- e - - - . m—:j— o __}
Forcign currency translation adjustment . (16 196
L);“ Rcc!'bglﬁl—.aia—ﬁ.lms on asset sales ) e ——: ::_ -' ‘: T s _ ——J
Change in forcign currency translation adjustment (144) 196
! "TOTAL OTHER COMPREHENSIVE INCOME (LOSS) - o 9 14 ]
COMPREHENSIVE INCOME 13 574
. Less: Comﬁirﬁfvc income (I_(_)ﬁsgi—)gmbumblc 10 noncommllmg mtcrc.t:ts L -——;:F_—__—;_—_*Y - ‘_ B *—:(.jj__ 1‘”9:1
COMPREHENSIVE INCOME ATTRIBUTABLE TO HESS CORPORATION $ 1317 % 555

See accompanying noles to consolidated financial statements,
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
STATEMENT OF CONSOLIDATED CASH FLOWS (UNAUDITED)

Three Monihs Fnded
March 31,
201) 2012
_ (In milllens)
CASAFLOWS FROM T GPERATING ACTIVITIES o o e
NL[ income o e ianm H_...S I __I!Z_E -_s.._.. _______|560
L_MAdJualmt.nl'; to recongile net income to net cash provided by npt.mnng activitics - I [ |
_Gains on asset sales S . 688y (36)
) szrccﬁllcn depletion and amortization L- - —_-1_.1_ 't_ P — 679 _ﬁ_ 662 ]
__ Exploratory dry hole costs i . _ 8
[—— —L—easc_ impairment "__: j_: o -—4:7— - _____m: . . B _____12 [ :,,5_:]_]
Stock compensation expense o - 12 13
[ Provision (benefit) for deferred income taxes N - o . 141 (143)!
Income from discontinued operations _ _ L . . 90) _an
[ Changes in operaling assets and liabilities _ P . (650) (213},
_ Cash provided by operating uclivitics — continuing operations _ o L 786 o 967
:_ Cash provided by gpﬁg activilies — discontinued operations e e et e e 3 21 ]
Net cash provided by opl.,rating activitics g9 988
CASH FLOWS FROMINVESTING ACTIVITIES __ ___  ~ === "~ —— """ - ]
_ Capital expenditores L (1,509) (L,836)
Procccdﬁ : from assct sales . I : o i .I:EQ. N 132
Other, net (66) (26)
[ Cash used in mvu;ung aclivilies = co—nl-lﬁt_n'ng}p::r;n‘mnb :f . T S . ) I _(l-?ﬂ))}
Cash used in investing activities — discontinued operations o (12) (22)
T T TNetéashused i mvesting activies . T @61} (1,772)}
CASH FLOWS FROM FINANCING ACTIVITIES — — e e =
|__Net borrowings (repayments) of debl with maturitics of 90 days of fess o P (913} 581_—_}
Debt with maturities of greater than 90 days - e -
f Borrowings e o P 185 E@j
Rt.paymunts - . _— _ (2__4) (32)
[ Cash dlwdc.mls pdld - #__ _ . ~ 3 (68)1

OLer net - 31

s L 82,9_J

Cash provided by (used in) ['nam:ln1a activities — continuing opcr.mum

-
|
[S—

. Cash prowd«_:d by {used m) ﬁndncmg activities — discontinued operations 7-4_7 _ :7“ _,_.7_ T — —
r “Nel cash pmvuh.d by: (um.d in) ﬁnam.mg dC!IVItI'(.\ ~ ;V _ — (7156 829 j
NLI‘ INCREASE (DECREASE) IN CASH AND CASH EQUIVALEVTS B - o o (e®y 45 y
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR - 642 351 |
CASH AND CASH EQUIVALENTS AT END OF PERIOD 3 444 % 396

Sce accompanying notes to consalidated financial statements,
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PART [ — FINANCIAL INFORMATION {CONT'D.)

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
STATEMENT OF CONSOLIDATED EQUITY (UNAUDITED)

Accumulated

Capiul in Other Tutal Hess
Cuommuon Fxcess of Ketalned Comprehensive Stockholdors” Ni Ming Total
— Stuck Par __Farningy Income {L.uvy) Equlty Intgreyiy Eguity
e+ e+ e o e — — N (1 milllana} —m
BALANCE AT JANUARY 1, 3013 T8 3§ 3524 3 17717 8 _(493) §_ 21,090 § T3 § 21,203 |
N:.l income e 1,276 L2 B8 _. 1,273
Other compn.h(.mlvc mcomu(!n%) } B o o o o4l 41 (2). —59-]
Comprehensive income {loss) e . I P2 (5 1,312
Restricted common stock awards,net 1 8 — -— 9 — 9
Employee stack options, mcludmb income fax benefits — 3 — .= 33 - 3
Performance share units o ) — 4 — _— = 4]
Cash dwnd_g_ldidr.clgr_gL . - — (35) = (35) e )
Noncontrolling interests, net - T — — — ---,1 TR (l)]
BALANCE AT MARCH 31, 2013 $ 43 § 3,569 § 18958 § (452) § 22,418 3% 107 § 22,525
BALANCE ATJANUARY 1,201 3 3§ 3417 S 15826 $ (106N S 18,516 S 76 $_ 18,592,
Net income 345 545 15 560
Other cun'iprchcnswc mcomc (l(w.) '__:AWA “q__ﬁ:_m :“ : — ,_ :7_7 :7;_ t: ___i-_j___: o 10 _ T 4__i 14]
__Comprchensive income (loss) _ ) o 355 19 574
Restricled common stock awards, et 2~ g T T — Ty T 7]
F111pl0ycc stack k options, inc mcludlnb_n—mom:, tax banflt'i — 17 — — 7 e L
Cash dividends declared . N o —_ e = e = m#(l:‘)]
Noncontrolling interests, net — — — —_ — (1) (n
BALANCE ATMARCH 31,2812 '§ 342 S 3441 $ 16337 S (1.057).$ 19063 § 94 S 19,157

Sce accompanying notes to consolidated financial statcments,
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PART I——FINANCIAL INFORMATION (CONT'D.)

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

1. Basis of Presentation
The financial statements included in this report reflect all normal and reeurring adjustments which, in the opinion of management, are necessary fora
fair presentation of Hess Corporation's (the Corporation or Hess) consolidated financial position at March 31, 2013 and December 31, 2012 and the
consolidated results of aperations and cash Hlows for the three month periods ended March 31, 2013 and 2012, The unaudited results of operations for the
interim periods reported are not necessarily indicative of results to be expected for the full year,

In March 2013, the Corporation announced an assct sales program that includes divesting its downstream businesses and oil and gas propertics in
Indonesia and Thatland to continue its transformation into a more focused pure play exploration and production {(E&P) company. The downstream
businesses to be divested include its terminal, retail, energy marketing and energy trading operations. The Corporation has initiated a sales process for each
of the assets in the program and anticipates completing the divestitures within one year. In February 2013, the Corporation ccascd refining at its Port
Reading facility, completing its exit from ali refining operations. The results of the terminal, retail, energy markeling, energy trading and Port Reading
refining operations (the “downstream businesses™) have been classified as discontinucd operations for all periods presented. See Note 2, Discontinued
Operations. Unless indicated otherwise, the information in the notes to the Consolidated Financial Statements relates to the Corporation’s continuing
operations.

The financial statements were prepared in accordance with the requirements of the Seeurities and Exchange Commission (SEC) for interim reporting. As
permitted under those rufes, certain notes or other financial information that are normally required by U.S. generally accepted accounting principles
(GAAP) have been condensed or omitted from these interim financial statements. These statements, therefore, should be read in conjunction with the
consolidated financial statements and retated notes included in the Corporation’s Form 10-K for the year ended December 31, 2012, Certain information in
the financial staiements and notes has been rectassified to conform to the current period presentation.

Recemly adopied accounting pronouncements: Effective January |, 2013, the Corporation adopted ASU 2013-02, Comprehensive Income (Topic
220): Reporting of Amounts Reclassificd Out of Accumulated Other Comprehensive Income (AOCT) which requires aggregated disclosures of amounts
reclassified out of AQCIH as well as a presentation of changes in AOCI balances by component, The changes in AOCI by component, including amounts
reclassified out of AQC! in their entirety are presented in the Statemeat of Consolidated Comprehensive Income.

Eftective January 1, 2013, the Corporation adopted ASU 2011-11, Balance Sheet (Topic 210): Disclosures about Offsctting Assets and Liabilities
which requires disclosure of information needed to evaluate the elfects or potential ¢lfects of the contractual right of setoff for assets and liabilities. This
accounting standard update applics to assets and liabilitics related to financial instruments and derivatives subject to an enforceable master netting
arrangement or similar agreement. The required disclosures are presented in Note 13, Risk Management and Trading Activilies.

2. Discontinued Operations

As a result of the Corporation’s plans to divest its downstream businesses, the results of operations tor these businesses have been reported as
discontinued operations in the Statement of Consolidated Incomie and the related assets and liabilities have been classified as held for sale at March 31,
2013 in the Consolidated Balance Sheet. The downstream businesses were previously included in the reported Marketing and Refining segment.
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PART I — FINANCIAL INFORMATION (CONT'D.}

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Sales and other operating revenues and income from discontinued operations for the downstream businesses were as follows:

Three Months Ended
March 31,
2013 2
—— _ — — —— e — JOnmilonsy L
Sules and other operuting revenues o o % 7413 _ % 6,8@
Income from discontinued operations before incometaxes o b = 44 8 30
Provision forincome taxes  __  __ . _ . ____ _ — 54 9,
Income from discontinued operations, net of incometaxes % 2l
|__Less: Net income (loss) attributable to noncontrolling interests _ (10)__ 9]
Netincome from discontinued operations attributable to Hess Corporation $ 100 $ 12
The following table presents the assets and liabilitics of the discontinued downstream businesses that are classificd as held for sale (in millions):
Aurch 31,
e [ o PIVES
Accounts receivable o o o . T ;k’l,f_;_s_sj
Tnventories - e e e e 4357
Investment in aftiliates . _ e _ ) 173]
Property, plant and cquipment, net : i .. 1130
Otherassets N . 145]
Total assets 3 4,793
Accounts payable and acerued Bbifities T T - S ¥ 7]
Other liabilitics and deferred credits 143
" Total Tabilities - e T 1T

The inventorics of the downstream businesses consisted of $1,200 million of refined petroleum products and natural gas, less a last-in, first out (LIFO)
adjustment of $851 million, and $108 million of merchandise.

3. Exit and Disposal Costs

The following table provides the components ot and changes in the Corporation’s restructuring aceruals:

Corporole Wscontlnued
F&P und O1her Operatons (a) Totwl

. _ o — _ _ e Al .
Employee Severance . e o I o |

_Balance al beginning of period — s =% =5 =5 =
[ Provision — R T T £9 j 158 (b))

Payments — —_— —_ —_
[ Balanccat March 31,2013 - — 7 18 69 158 ]




PART 1 — FINANCIAL INFORMATION (CONT'D.)

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Corporute Discontinued
E& and her Operatinns (3) Tatal
e e Qemlwng —

Facility Txit Costs o ]

Balance at beginning of period — — — —
mMrMa. ... - 7 == - T = - T T e e e
o Provisien == I 1105 )

Payments — — (2} ()
( BahnceatMacch3l2003 7 T T 0 = —_ 197 19 _J
Total restructuring accruals at March 31, 2013 $ 71 8 18" 3 88 § 177
() Comprises the downstream businesses,

(h)
fe)

Of the total employee teverance charges, 334 million was includvd in Operating costs and cxpenses, 314 million in Exploration expenses, 341 millian in General and
adminisivative expenses and 369 million in Income from discontinned sperations,
Included in Income from discontinued operations,

The employee severance charges resulted primarily from the Corporatien's asset sales program announced in March 2013, that was initiated to conlinue
the transformaltion to a more focused pure play E&P company, and were based on probable amounts incurred under angoing severance arrangements or
other statutory requirements, plus amounts carned through March 31, 2013 under enhanced benefit arrangements. The Corporation expects to incur
additional enhanced benefit charges of approximately $115 miltion beyond the amounts acerued at March 31, 2013, of which $21 million relates to E&P,
$26 million to Corporate and Qther and $68 million to discontinued operations, These additional enhanced benefit charges wilt be recognized ratably over
the estimated future scrvice period. The Corporation’s estimute of employee scverance costs could change duc to a number of facters, including the number
of employecs that work through the requisite service date and the timing of when each divestiture occurs, The facility exit costs relate to the shutdown of the
Port Reading refining operations in February 2013, [n order to complete this shutdown, the Corporation expects o incur approximately $40 million of
additional costs beyond the amounts accrued at March 31, 2013, principally costs to idle the refinery equipment.

Tn the first quarter of 2013, the Corporation also recorded $80 million of additional depreciation after reducing the estimated useful life for the Port
Reading refining facility due to its decision to cease refining operations. The additional depreciation is included in Income from discontinued operations.

4, Dispositions

In March 2013, the Corporation sold its interests in the Azeri-Chirag-Guneshli (ACG) fields (Hess 3%). offshore Azerbaijan in the Caspian Sea, and the
associated Baku-Thilisi-Ceyhan (BTC) oil transportation pipeline company {Huss 2%) for cash proceeds of 3884 million. The transaction resulted in an
after-tax gain of $360 million, after deducting the net book value of assets including allocated goodwill of $52 million.

Tn January 2013, the Carporation completed the sale of its interests in the Beryl fields and the Scottish Area Gas Evacuation System (SAGE) in the
United Kingdom North Sea for cash proceeds ol $442 million. The transaction resulted in an afier-tax gain of $323 million, after deducting the net book
value of assets including allgeated goodwill of $48 million.

In January 2012, the Corporation completed the sale of its interest in the Snohvit Ficld (Hess 3%), a liquefied natural gas project offshore Norway, for
cash proceeds of $132 million, The transaction resulted in an after-tax gain of $36 million, after deducting the net book value of assets including allocated
goodwill ot $14 millien,



PART | — FINANCIAL INFORMATION (CONT'D.)

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

5. Inventorics

Inventories consisted of the lollowing:

March 31, December 31,
2011 2
e e e — e - e — i _(Tn millFony)

Crudc. oil and olht.r chargestocks - _ S 2w 8 ___49.3:]

Refined | pc[roluum products and natural g 5_,.15 _ o e S - 1,362
Legs: LIFO e P . — - - (1,123),

U . S/ £
MLrCh.lndlbL ‘materials and supplics . e 402 _ 527]

Total inventories b 686 $ 1,259

In the first quarter of 2013, the Corporation recognized a gain of $218 million (8137 million after income taxes) in Income from discontinued operations
relating to the liquidation of LIFQ inventorics following the cessation of refining operations at the Port Reading facility. The inventories of the downstream
buginesses have heen classified as Assets held for sale at March 31, 2013,

6. Property, Plant and Equipment
Assets Held for Sale

Exploration and Production: In March 2013, the Corporation reached agreements 1o sell its assets in the Eagle Ford Shale in Texas for $265
million and its Russian subsidiary, Samara-Nafta. In March, the Corporation also approved a plan to divest its assets in Thailand (principally comprising
Pailin (Hess 15%) and Sinphthorm (Hess 35%)) and in Indenesia (principally comprising Pangkah (Hess 75%) and Natna (Hess 23%)). In April 2013, the
Corporation completed the sale of 100% of Samara-Nafta for $2.05 billion and reccived net afier-tax proceeds of approximately $1.9 billion afier working
capital and other adjustments for its 90% interest. See Note 14, Subsequent Events. At March 31, 2013, the Corporation classified as held for sale its il and
gas assets in Russia, Indonesin, Thailand and the Eagle Ford Shale in Texas. At March 31, 2013, E&P assets totating 32,752 million, primarily comprising
the net property, plant and equipment balances and allocated goodwill of $339 million, were classified as Assets held for sale. In addition, liabilities, primarily
comprising asset retirement obligations and deferred income taxes totaling $454 million, were reported in Liabilities associared with assets held for sale. At
December 31, 2012, long-term assets totaling $1,092 million, primarily comprising the net property, plant and eguipment balances and allocated goodwill of
$100 million, were classificd as held for sale and reported in Other current assets. In addition, related asset retirement obligations and deferred income taxes
totaling 3539 million were reported in Liabilities associated with assets held for sale.

Downsiream Businesses: As of March 31, 2013, the asscts and liabilities of the downstream businesses have been classified as held for sale.
See Nole 2, Discontinued Operations.

Capitalized Exploratory Well Casts: The following Lable discloses the nct changes in capitalized exploratory well costs pending determination of
proved reserves for the three months ended March 31, 2013 (in milkions):

Balance at Jauuzuy [ "HW:A:AA_ T e __:—_: T _ﬁ_j_:: j_j; - -2‘.2”5:93
Additions lo c.lp:t.llm,d :.,xplnmlmy well costs pending the determination of proved reserves_ 100
[_*Ru,lasmhcalmm to wells, | Iactlttlca and equipment based on the determination of proved 1 I'(:SLer‘i _ o (-})]
Capitalized prlgjatory well costs charged to expense o _— O )
r__ﬁgp_ositions - o ~ _ (78)]
Balance at end of periad $ 2,275
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The preceding table excludes exploratary dry hole costs of $28 million which were incurred and subsequently expensed in 2013, Capitalized exploratory
well costs greater than one year old afier completion of drilling were $1,771 million at March 31, 2013, Approximately 37% of the capitalized well costs in
cxcess of one year related to Block WA-390-P, olfshore Western Australia, where development planning and commercial activities, including negotiations
with potential liquefaction partners, are ongoing. Successful negotiation with a third party liquefaction partner is neeessary before the Corporation can
negotiate a gas sales agreement and sanction development of the project. Approximately 37% related to the Corporation’s Pony discovery on Block 468 in the
decpwater Gulf of Mexico. In the third quarter of 201 2, the Caorporation signed an exchange agreement with partrers of the adfacent Green Canyon Block
512, which contains the Knotty Head discovery. Under this agreement covering Blocks 468 and 512, Hess was appointed operator and has a 20%
working interest in the blocks, now collectively referred to as Stampede. Field development planning is progressing and the project is targeted for sunction
in 2014. Approximately 15% related to Area 54, offshore Libya, where force majeure was withdrawn in March 2012 following civil unrest and the
Corporation is pursuing commercial oplions. Approximately 7% related 1o offshore Ghana where the Corporation completed drilling jts seventh consceutive
successful exploration well in February 2013, Discussions regarding the appraisal plan for the block are ongoing with the Ghanaian government. In
parallel, the Corporation has begun pre-development studies an the block. The remainder of the capitalized well costs in exeess of one yuar related to projects
whure [urther dritling s planned or development planning and other assessment activities are ongoing to determine the cconomic and operating viability of
the projects.

7. Goodwill
The changes in the carrying amount of goodwill, all of which relate to the E&P segment, are as follows {in millions):

Maorch 31,
et et e e e e e et ——— MUY
Balance at beginningofperiod =~~~ o e 82,208
{339}

Reclassificd 1o Assets held for sale

Balance atend of period s 1,869 ]

8. Debt

In the first quarter of 2013, the Corporation repaid a net amount of $728 million under available eredit facilitics, which consisted of net repayments of
$713 million on its syndicated revolving credit facility and $200 million on the Corporation’s short-term credit facilitics, partially offset by borrowings of
$185 miilion from its asset-backed credit facility. In addition, the Corporation repaid $24 million of olher debt. At March 31, 2013, the Corporation
classified as short-term $1,620 million of borrowings under its available credit facilities, based on its intent to repay these amounts using expected
proceeds from its announced or agreed asset sales. See Note 14, Subsequent Events.

9. Foreign Currency

Pre-tax foreign currency gains (losses) included in Other, net in the Statement of Congolidated Income amounted to the following:

Three Manths Ended

Mareh 3]
2013 1002
—_——— e e U e e e = e Al
Pre-tax foreign curreney gains (losses) 3 (31) '3 27!
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180. Retirement Plans

Components of net periodic pension cost consisted af the following:

Three Manths Ended

March 31,

2013 1012
e i e e e e e o e —— e (tnmlllansy _
Servicecost — i - —_ b 220 8 _I8
Interestcost B e . - . 22 ——
Expected rewwrn on plan assets . e o o N ¢ <) I 4(2.5_)]
Amortization of net lpss 21
i - .
_Pensionespense T 7 oot e 3 3 8 12 ]

During the first quarter of 2013, (he Corporation’s pension and other postretirement plans were impacted by a significant reduction in the expected future
service from active participants due to the Carportion’s announced asset sales program initiated to continue the transformation to a more focused pure play
E&P company. The impuct of the resulting curtailment and remeasurement was a reduction of approximately $245 million in the Corporation’s acerued
benefit plan labilitics and pre-tax unrecognized actuarial losses recorded in Accumulated other comprehensive income (loss). As a result, the Corporation’s
full year 2013 pension expense is now estimated to be approximately $80 million, of which approximately $60 million relates to the amertization of
unrceognized net actuarial losses.

[n 2013, the Corporation expects W contribute approximately $140 million to its funded pension plans. Through March 31, 2013, the Corporation
contributed $40 million of this amount.

L1. Weighted Average Common Shares

The net income and weighted average number of common shares used in the basic and diluted earnings per share computations were as follows:

‘Three Months Ended

March 11,
013 012
(in mllllens,
R . 1 1 .
Income from continuing operations, net of ingome taxes & 1183 § 539
Less: Net income (loss) attributable to nuncomrolllnb interests 7 6
NLl Ec?mt. from t.unn‘na-:‘\g operations ¢ attributable to -l"f:s;Cnrpumlmn B o ) e 1,176 533!
Tncome from dl\LOI‘ltmur_d opcrations, net of income taxes i 90 2l
1 lribul.tbh. to nuncuntrolhngm‘uh_- . o o (to) _ 9}
Nt.t income from discontinucd eperations attributable to Tless Corparation 100 12
Net income atiributable to Hess Corporation B 3 1,276 _ 8 545!
W:-ightt-d | average common shares outstanding: ] L . _
CBuste _ i 3393 3389,
__Effect of dilutive securitics R _
[ Restricted common stock —“'.,; . %;_;:; :“ L i 13 1.0}
Stock options o L 1.3 1.3
U Peformance share umits T - 0.8 _ —]

Diluted 342.6 340.3
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Three Months Foded
Mareh 31,
F{I1K] 2002
(I milllons,

— e — e — ___.ewcplperaharcamounts) __
Net income attributable to Hess Corporation per share; _J
| Busic: e . . . . e e e

| Continuing operations B ] . L 3 3478 LS_@

Discontintied operations Tt o/ T ) ) T .29 . 0.03

_Netingomepershare ~ T 8 376 8 161
Diluted:

"_Comtimsing operations .. _ .. _ . ____ 8 3§ " 15]

Discontinued operations 0.29 0.03

L Netingomepershare T T T T s 3128 160l

The Corporation granted 1,199,332 shares of restricted stock and 279,093 performance share units (PSUs) in the first quarter of 2013 and 1,509,752
shares of restricted stock and 415,773 PSUs for the same period in 2012, The weighted average common shares used in the diluted earnings per share
calculations exclude the effect of 6,077,460 out-of-the-money stock options for the three months ended March 31, 2013 and 6,641,000 out-of-the-money
stock options for the same period in 2012,

12. Segment Information

The Corporation is an E&P company that develops, produces, purchases, transports and sclls crude oil and natural gas. The Corporation also
purchases. markets and trades refined petroleum products, natural gas and electricity through its downstream businesses. In the first quarter of 2013, the
Corporation announced plans to divest the downstream businesses, which were previously included in the reported Marketing and Refining operating
segment. Accordingly, the results of operations for the downstream businesses have been classified as discontinued operations, With this change the
Corporation now has one operating segment, Exploration and Production, and a Corporate and Other segment, which is primarily comprised of corporate
and interest expenses.

‘The Corporation's results by operating segment were as follows:

Three Months Ended

March 31,
2013 2012
— e ————— C e e - - . {In mitliont) .
Operating revenues: Exploration and Production N e . i S 3466 % 2,896
Net income (loss) attributable ta Hess Corporation; e
_ Explortion and Production i % 1,286 % 835 |
) Corporate and Other - {110) (102)
___Income from continuing operations S 1 I £ S J;}_]
Discontinued operations — downstream businesses 100 12
. Tetal o T s 1,276 8 545
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Identifiable assets by nperating segment were as follows:

Murch 31, Necember 31,
3 2012
e e e —— e . _ e ——— e o _(In milllony)
Exploration and Production o _ $ 36941 & 37,687
Comporatcand Other . e e A o813
Discontinued operations — downstream businesses e e — 4,954 4,941,
Total ) 42,379 3 43,441

13. Risk Management and Trading Activities

In the normal course of its business, the Corporation is exposcd to commodity risks related to changes in the prices of crude oil, natural gas, refined
petroleum products and electricity, as well as changes in interest rates and foreign currency values. In the disclosures that follow, risk management
activities are referred to as corporate and energy marketing risk management activities. The Corporation also has trading operations, principally through a
50% voting interest in a consolidated partnership, that trades energy-related commoditics, securitics and derivatives. These activities are also exposed to
commadity price risks primarily related to the prices of crude oil, natural gas, refined petroleum products and electricity as well as foreign currency
values. In March 2013, the Corperation announced plans to divest the downstream businesses, which include its encrgy marketing risk management and
trading activitics. Accordingly, the results from energy marketing risk manugement and trading activities have been classified as discontinued operations
and the related assets and Tiabilities reported as held for sale in the Consolidated Balance Sheet.

The Corporation maintains a control environment for all of its risk management and trading activitics 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 ofTicer must approve the trading of new instruments or commadities, Risk limits are monitored and reported on a daily basis to businesy
units and senior management. The Corporation’s risk management department also performs independent price verifications (IPV's) of sources of fair
values, validations of valuation models and analyzes changes in fair value measurements on a daily, monthly and/or quarterly basis. The Corporation’s
treasury department is responsible for administering foreign exchange rte and interest rate hedging programs using similar controls and processes, where
applicable,

The Corporation’s risk management department, in perfarming the IPV procedures, utilizes independent sources and valuation madels that are specific
to the individual contracts and pricing locations to identify posilions that require adjustments to better reflect the market. This review is performed
quarterly and the results are presented to the chief risk officer and senior management. The IPV process considers the reliability of the pricing services
through asscssing the number of available guotes, the frequency at which data is available and, where appropriate, the comparability between pricing
SOUrces.

Following s a description of the Corporation’s activitics that usc derivatives as part of their operations and strategics. Derivatives include both financial
tnstruments and forward purchasc and sale contracts. Gross notional amounts of both long and short positions are presented in the volume tbles below.
These amounts include lonyg 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.

Corporate Risk Management Activities: Corporate risk management activitics include transactions designed 1o 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 strategics 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 Potnd and Thai
Baht. Interest rale swaps may be used 1o convert interest payments on certain long-term debt from fixed to floating rates.

13
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The gross volumes of the Corporate risk management derivative contracts outstanding were as follows:

March 31, December 31,
e 2813 _ FITH
Cemmadity, primarily crude ail (millions of barrels) e o 25 |
Foreign exchange {millions of U.S. Dollars) ) i . 537 § 1,285
Tnterest rate swaps (willions of US. Dollars) "~ 8§ 80§ 8%

In the first quarter of 2013, the Corporation entered into Brent crude ofl hedges using lixed-price swap contraets to hedge the variability of forecasted
future cash flows from 90,000 barrels of oil per day (bapd) of crude oil sales volumes for the remainder of the calendar year at an average price of
approximately $109.70 per barrel, In 2012, the Corporation had entered into Brent crude oil hedges using tixed-price swap contracts to hedge 120,000 bopd
af erude oil sules volumes for the full year at an average price of $107.70 per barrel. In 2012, the Corporation also realized hedge losses from previously
closed Brent crude oil hedges that covered 24,000 bopd during the year,

Realized losses from Exploration and Production hedging activities reduced Sales and other operating revenues by 818 million and $244 million for the
three months ended Mareh 31, 2013 and 2012, respectively (811 million and $151 million afier-taxes, respectively). At March 31, 2013, the after-tax
deferred guins in Accumulated other comprehensive income (loss) related to Brent crude oil hedges were $9 million, which will be reclassified into camings
during the remainder of 2013 as the hedged crude oil sales arc recognized in carnings. The amount of ineffectivencss from Brent crude oil hedges that way
recognized immediately in Sales and other operating revenues was a gain of $15 million and a loss of $11 million for the three months ended March 31,
2013 and 2012, respectively.

At March 31, 2013 and December 31, 2012, the Corporation had interest rate swaps with gross notional amounts of 3880 million, 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 Consolidited Income. For the three months ended March 31, 2013 and 2012, the Corporation recorded a decrease of $5 million and $3 million
{excluding acerued interest), respectively, in the fair value of interest rate swaps and a corresponding adjustment in the carrying value of the hedged fixed-
rate debt,

Gains or losses on foreign exchange contracts that are nat designated as hedges 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 and losses on foreign exchange contracts amounted to a loss of
$33 million and a gain of $26 million for the three months ended March 31, 2013 and 2012, respectively,

Energy Marketing Risk Management Activities: In its energy marketing activitics, the Corporation sclls refined petroleum products, natural gas and
electricity principally to commercial and industrial busingsses at fixed and fleating prices for varying periods of time. Commodity contracts such as
lutures, forwards, swaps and options, together with physical asscts such as storage and pipeline capacity, are used to obtain supply and reduce margin
volatility or lower costs related 1o sales contracts with customers.

The gross volumes of the Corporation’s encrgy marketing commodity contracts outstanding were as follows:

March 31, DNecember 3,
S, o i e 2013 ) 2012 ‘
Crude oil and refined petroleum products (millions of barrels) . 28 26
Natural gas (millions of mcf) T o ] o ..2913 2938
Eleetricity (millions of megawatt hours) - -—:___ A_:__—_—V — o _______; ,,,,, 269 ___,_@

The changes in fair value of certain energy marketing commodity contracts that are not designated as hedges, as well as revenues from the sales
contracts, supply contract purchases and net settlements from financial derivatives related to these energy marketing activities, are recognized currently in
Income from discontinued operations in the Statement of Conselidated Income. Net realized and unrealized pre-tax gains and losses on derivative contracts
not designated as hedges amounted to gains of $32 million and 355 million for the three months ended March 31, 2013 and 2012, respectively.
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At March 31, 2013, a portion of energy marketing commedity contracts were designated as cash flow hedges o hedge variability of expected future cash
flows of forecasted supply transactions. The length of time over which the Corporation hedges expasure to variability in future cash flows is predominantly
ane year of less. For contracts outstanding at March 31, 2013, the maximum duration was approximately three years.

The Cotporation recorded the elfective portion of changes in the fair value of cash flow hedges as a component of Aceumulated other comprehensive
income {loss) in the Consolidated Balance Sheet and then reclassified amounts to Income from discontinued operations in the Statement of Consolidated
Income as the hedged trunsactions are recognized in camings. After-tax deferred losses relating to energy marketing activities recorded in Accumulated other
comprehensive income (loss) were $18 million at March 31, 2013 and $22 million at December 31, 2012, Afier-tax losses of approximately $11 million are
expected to be reclassified into Income from discontinued operations over the next twelye months,

The amounts of pre-tax inefTecliveness recognized immediately in Income from discontinued operations were a gain of approximately $1 million and a
loss ol approximately $1 million for the three months ended March 31, 2013 and 2012, respectively. The pre-tax amount of deferred hedge losses is
reflected in Liabilities associated with assets held for sale 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,

Trading Activities: Trading activitics are conducted principally through a trading partnership in which the Corporation has a 50% veting interest. This
consolidated entity operates to generate carnings through various strategies primarily using cnergy-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,

The gross volumes of derivative contracts outstanding relating to trading activitics were as follows:

March 31, December 1,
e . . _ e il e 2013 = 12
Commodity e T T
Crude oil and refined petroleurn products (millionsofborresy 1,516 1,179
[ Nawral gag (millionsofmef) " . 378 3.377]
__ Electricity [millions of megawatt hours) i _ S S 4
Forcign exchange (millions of US. Dollars) . T S 178 8 _412]
QOther ] e I S
(Interest rate (millions of U.S. Dollars) - s 149 § 167,
16 14

Equity securities (millions of shares)
Pre-tax unrealized and realized gaing (losses) recorded in Income from discontinued operalions in the Statement of Consolidated Income from trading

activities amounted to the following:

Three Munths Ended

Murch 31,
013 20tz

{In milllony)

- ' s ms_ T 3
53

Comnmdi_ly:_ ) e _ ——_— . .
Other . I
T e, sy T 3 {1)_§ 34]

Fair Value Measurements: The Corporation generally enters into master netting arrangements Lo mitigate legal and counterparty credit risk. Master
netting arrangements are generally accepted overarching master contracts that govern all individual transactions with the same counterparty entity as a
single legally enforceable agreement. The United States Bankruptey Code provides for the enforcement of certain termination and netting rights under
certain types of contracts upon the bankruptey filing of a counterparty, commonly known as the “safe harbor™ provisions. [f a master netting arrangement
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provides for termination and netting upon the counterparty’s bankruptcy, these rights are generally enforceable with respect to “safe harbar™ transactions, IF
these arrangements provide the right of offset and the Corporation’s intent and practice is to offset amounts in the case of such a termination, the
Corporation’s policy is to record the fuir value of derivative assets and liabilitics on a net basis.

In the normal course of business the Corporation relies on Iegal and credit risk mitigation clauses providing for adequate credit assurance as well as
close-out netting, including two-party netting and single counterparty multilateral netting, As applicd to the Corporation, “two-party netling” is the right lo
net amounts owing under safe harbor transactions between a single defaulting counterparty entity and a single Hess entity, and “single counterparty
multilateral netting” is the right to net amounts owing under safe harbor transactions among a single defaulting counterparty entity and multiple Hess
entitics. The Corporation is reasonably assurcd that these netting rights would be upheld in a bankrupicy proceeding in the United States in which the
defaulting counterparty is a debtor under the United States Bankruptey Cede.

The lollowing table provides information about the effect of netting arrangements on the presentation of the Corporation’s physical and financial
derivative assets and (Liahilities) that are measured at tair value, with the effect of single counterparty multilateral netting being included in column (iv):

Gromt Amounty Offsct
in the Consolldated

Batangy Sheet Ner Amounis Gross Amounts
Physlcal Pretented in Nat Offxcet in
Derivative and the the
Gron Financial Cash Comalldated Consalldated
‘Amounits Imirumenis Collateral® e ttalance Sheet Ratance Sheet Nct Amaunt
" " w ey = i + (1 s (b~ i) + (i)
e e UnTMMenwh, ————,
March 31, 2013 S —_— .
Assets L e
_ Dervativecontraess__ ~ T T T R
_ . Commodity 3 36138 (29905 @458 18§ (558 523
[ _ _Tnterest raté and other N R ) T T ™ Y 1
Counterparty netling — (51} — (51) _— (50
Tatal derivative contracts _____$ 3,698 §  (3.049) § (497§ 600§ (59) 3% 541 ]
Liabilities e . )
—_Derivative contracts e T
.. Commodity 5. (3688)§ 2900 § — 3 ey s 55 8 | (623)
C  Other N ) R Y= = D S {1}
Counterparty netling — 51 — 51 ) 51
_ ___ Toul derivative conracls . $ (3.681) $ 3,049 3 — 3 (632) % 59 % (573
December 31, 2012 o — R
Asscls - - T o L T
Derivalive contracts — o o L e e
[ _Commadity 8 323 87 (266D 8  oNd 558§ (45).8 513]
____ _Interest rate and other 1o ® = 92 &)y RE
| Cotmerparty netting ____ = (81)_ —_ (B1) — 8N
Tuotal derivative contracts $ 3353 § (2,750) § (34) § 569 § {51y § 518
Lihilities —_ T T T T T T _ o _- ]
_ Derivalivecontraets A
_Commedity " $ (33§ 2661 § 58 (646) 3 45 & {601).
Other P 11) U - N = ... @ _ &6 4
[ _ Counterpartynetting - 81 - 8l _ — 81 ]
Total derivative contracts $ (3322) § 2,750 § 5 8 (567) § 51 8 (516)

. Thire is no cush eodluatera? that was ad affvel in the Consplidated Bolance Sheet,
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Included in net asscts and {iahilitics that were offset in the Conselidated Balance Shect as reflected in column (iii} of the table above were the assets and
liabilities related to the Corporation’s discontinued operations in the amounts of $487 million and $628 million as of March 31, 2013, respectively (3483
million and $565 miliion as of December 31, 2012). The amounts at March 31, 2013 were classificd as held for sale in the Consolidated Balance Sheet.
The remainder of net assels and liabilities that were offset in the Consolidated Balance Sheet as reflected in column (iii) of the table above, related to the
Corparation’s continuing operations and were included in Accounts receivable — Trade and Accounts payable, respectively,

The table below reflects the gross and net fair values of the corporate and energy marketing risk management and trading derivative instruments.

Accalthty Accounts
Recelvable Puyable

___Un miitheny)

[ Commodity " "7 - . -5 60_ § (%)
Interest rate and other 62 (2
T Total derivative contracts designated as hedging instruments 152 (95))
Dertvative contracts not designated as hedging instruments* L o
" . Commodity B o L :____ k—fj S 3,523 (3,573
Foreign exchange ) T S )|
s . 14 ®),
Total derivative contracts not designated as hedging instruments 3.546 (3,586}
Gross fair value of derjvative coniracts R T < X1
Muster netting amangements N o _3049) 3049
Cash collateral (receivedyposted ~_——__ —~ " " T T T #9) —i
Net fair value of derivative contracts $ 600§ {632)
December 31,2013 e T R i
Dc.rwamc ¢ contracts d:,qngnatcd as hedging i instruments [ U
L_gommodny ﬁ_“ T R $ 65 8 ___ H(@
Interest rate and atler 72 (2)
[ Total derivative contracts designated as hedging instuments 137 _ (126).
Derivative contracts not designated as hedging instruments* S ——
Commodity e .o_388 (3,188)
Forcign cxchange _ e L . SO
LOther 7T i 14 _ ®)
Total derivative contracts not designated as hedging instruments 3216 (3.196)
Gross fair value oM«.rwalw:. alive comiracts o 1 e ¥ - M & %77}
V[m.h.r netling arabgements L T R e —_ . _(?-,7_59)# 2 750
Cush ccll.llr..nlm(—rzawud) p‘o_slka'; 7777777 e :_,.“7.; . . 34) 3 )
Net fair value of derivative contracts 3 569 § (567)

Inctides trading desivatives and derivatives used for risk management,

The Corporation determines fair value in accordunce with the fair value measurements accounting standard (Accounting Standards Codification 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)
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1o estimates determined using related market data (Level 3). Measurements derived indirectly frem observable inputs or from quoted prices from markets
that are less liquid are considered Level 2,

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 uscs 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 or
interpolation, 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 inpul level
within this lair value hicrarchy.

The following table provides the Corporation's net physical derivative and financial assets and (liabilities) that are measured at tair value based on this

hierarchy:

Countcrparly
Leveld Lavel 2 Level 3 neiling Collurcral Ralange

(In milllons)

Marchdt 203~ — " T T ]
Assets L L e N _ -
[ Dedvativecomtents ____ _ ___ T . _ e
~ Commodity N 93 § 468 § 0 217 0§ (155) 8 cH RN E
_nicrestptcondother_ "8 C 70 - ST E”) B
Collatera] and counterparty
netting (1) (46) (4) — — (51)
T Tl derivaiive conmaes 100, P T T M) D
Onher assets measured at fair value
on a recurring basis — 31 — e — 3l

Total assets measured at fir valueona B - ) ’ 1
_ recurring basis $ 100 $ 523 8% 213 % (156) % (49) $ 631(a) .

Liabilities

........ — —_ e e e s e e

[ Derivative contracts

__Commadity $ @) s s w48 185 8 = 5 (678
I S ) O ) R ) I SN )
Collateral and counterparty
netting 1 46 4 — — 1
[ Total derivative contracts ) T L) S () s —  ___(632) ]

Other liabilitics measured at fair

value on a recurring basis {54) —_ —_— — —_ (54)
Total Tiabilities measured at fair value B ) B N 7
. .ona tecurring basis 3 (147) 3 (552) % (143)_§ 156 8 — & (686)(b)!
Other fair value measurement
disclosures Long-term debt S — 8 (6.909) § — § — 5 — § {6,909}

fa)  Inctudes a total of 3113 million of Commaodity and Interest rate and other Lovet 2 assety that relate to corporate risk management activities,
b)) Includes 34 million of Other Level 2 liahilities that relate 10 corporate risk management activities.
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PART | — FINANCIAL INFORMATION (CONT'D.)

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Caundcrparty
Level ] Lovel 2 Level 3 netting Callarcral Balance
—— S U U —nmlllenyy _ .
December 31,2012~ . T
Asscls - e i ~
(Dervative comracts T T o
Commodity B $§ .. .548 M5 8 243 § o 8 4.5 558
U interestratc and other . T8 ~ 86 1 . W= .\f:ug_-ﬂ
Collateral and countemparly netting (23) {54) (4) — —_— (81)
[ Towldervativecontcacts 77 417 240 T I ) 569 |
Other assets measured at fair value on a
recurring basis 5 49 — 2) — 52
Total assets measurcd at fair valucona B - - b T
| recurringbasis _ ___§ 82 3% 526 3% 240§ (193)_% (34)_% 621 |
Liabilities . e .
| Derivative contracts e "___—_-]
Commadity $ 33) 3 (657 8 _(loys 108 - 53 (646)
N Y () R U= A=~ v 1
Collateral and counterparty netting 23 54 4 — — 8

T olalderivativecontracts_____  _ (6y_.____(@0S__ o7 ___ 81 5 (56D)]
Other liabilitics measured at tair value

on a recurring basis (40} {2) (2) 2 — (42)

Total liubilities measured ot fair valee ona !

recurring basis $ {101} $ (607) § (99)_$ 193§ 5% {609);

Other fair value measurement disclosures
Long-term debt $ — 3 (8,887) § — § — 5 — $ (8,887)

The following table provides net transfers into and out of each level of the fair value hicrarchy:

Three Manthy Ended

Mupch 31,
2013 013

e ——— _ e Umemlillemsy
Transfers into Level 1 o . - TR 1§ - _____‘_E]
Transfers ont of Level 1 o ) —_ (9)
O (1y_$ (53
Transfersimolevel2 ... _ .5 =5 4
Transfersowtof Level2 . (). (19,

$ {1 8 30
Transfersinto Leveld _ _  ____ ~ T oo T s T ]
Transfers out of Levet3 e - (52)
L s 2% (25).




PART I — FINANCIAL INFORMATION (CONT'D.

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

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 Lo their maturities, fluctuations in the market liquidity for certain contracts and/or changes in the level of
significance of fair value measurement inputs.

The following table provides changes in physical derivatives and financial assets and (liabilities) that arc measured at fair value based on Level 3
inputs, which are all related 1o discontinued operations:

Three Menths Faded

March 31,
013 2012

R . e e . _ _ - e A milllensy_
s T sT e

__Unrealized pre-tax gains (Jossc o [T, .- .) DU ¢ ¥ )
CBuchases) U W 10
Sales(®y _ R e (23) (234)
[ Sedlemems(e) . T T 5 7]
Transfors into Level 3 2
___Transfers out of Level 3 ___-_hﬂ i;_vﬁ_ﬁ__w_ e — _ﬁj
Balance at end of period $ 70§ {268)

tap Al of the unrealized prerax gaine and losrer included in carmingr were reflected in Income from discontinued opermions in the Slatement of Consolidated Income.
(h)  Purchases and sales primarily represent aption premiums paid or received, respectively, during the reparting period and ave reflected in Income from discontinued aperations in
the Statement of Convalidated tcome.

c)  Settlemenis represent realized paing and Toyves on derivativey serded during the reporting period and are reflecied in Income from discontinued operations in the Statement o
po Hiduterd .l.'r‘ I /4 3 g} da
Consolidated Income.

The significant unobscrvable inputs used in Level 3 fair value measurements for the Corporation’s physical commadity contracts and derivative
instruments primarily include less liquid delivered locations for physical commiodity contracts or volatility assumptions for out-of-the-money optians. The
following table provides informatien about the Corporation’s significant recurring unobservable inputs used in the Level 3 fair value measurements.
Natural gas contracts are usually quoted and transacted using basis pricing relative to an active pricing location {e.g., Henry Hub), for which price inputs
represent the approximate value of differences in geography and local market conditions. All ather price inputs below represent full contract prices.
Significant changes in any of the inputs below, independently or correlated, may result in a different fair value.
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PART | — FINANCIAL INFORMATION (CONT'D.

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Unit or Hange /'
e e el L e e Mleaenrement  _ Weighted Awverage
March 31,2013 _ o I _ e e e

Assets o
Commudlr.y contracts with 2 fair value of $217 million (a)

__Contract prices

s+ e e e

___ Crude oil and rcfncd p..lrulcum products I Vi T 39830 - 134,65/ 120. 671
« __ Electricity_ i - . __S/MWH(d) $26.14-90.62/4583 |
Basis prices e )
{_ _Natural gas e T T T T STMMBTU (¢)_5(0.40)- 5807031 )
Contract volatilities P e
. Crudegiland refined petelesmproducts T T T % 1500-1900/1600
~_ Nummlgas T N ~ % 21.00 - 30.00/ 23.00
_Eleeticity e . % 17.00-34.00/2400 |
Liabilities S
Commodity contracts with a Tair valuc of §146 million (by . 1
L Contract prices ———— e
o ﬁCrgg&_gnggg’ refined petroleum products _ o _ S/b_bl (:.) " $97.96 - 135.00/ 116.42
| _ Eleetricity - R $/MWH (d) $26.24 -81.21/48.23 |
) B..\\lsprlu.s__ o L . o
C Nawralgas =~ —~ =~ T ot o T S/MMBTU () $(040)-5.88/080 |
Contract volutilities e _ ) B
" Crude oil and refined pewroleum products T T . 1500-15.00/1600 |
Natural gas T % 21.00 - 30.00/21.00
December31, 2002 T T T ; ]
Assets B i S
Commodlly contracts with a fair value of $243 million }
_Contract prices L
. Crude oil and refined petroleum products R ¥4 bbl bbl (¢) __ $79 35-144.27/1 3. 06
o Eeardeity T~ - T§/MWH(d) $2337-79.27/4081 |
Bd\l*‘. s prices o . .
Nawralgas _  — Tt T T __SIMMBTU (¢) $(0.47}-6.66/039 |
gcuntr:_u;g_yqlitlhm.s o o - o
" Crude oil and refined petroleam producls I T 23.00-27.00726.0
“Natural gas T % 21.00-3600/25.0 00
CTHemdy T T T T I T T TH T i500-4000/3800 )
Lmblllllt.s____ . L .
Commodity contracts with @ fair value of 8101 muilliens - o i
_ Contract prices e e ‘W*_Aﬂ__J
Crude oil and refined petroleum products e _n____$ l_’_b_b! (c) $83.49-133.38/109.94

— e e e T —————— e e —

. Electricity S/MWH{d) $25.01-72.60/4038 |

Basis prices T e
T Naturalgas T T e e e T ST MMBTU ) S92 - 686 /136
_ Conliract vnl.mlmcs _
¢~ Crude uil and refined petrolcum products - TR 24.00-27.00726.00

Natural gas % 21,00 - 28.00 /22,00
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PART 1 — FINANCIAL INFORMATION (CONT'D.

HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Inciuded in Asseis held for sale,

Inchided in Liabilities aysocidred with aesets held for sule.
Price per burrel,

Price per megawat! howr.

Price per million British thermal unirs.

Note: Fair value measarement for all recurring inputs was performed using @ combination of income and markel approach technigues.

Credit Risk: The Corporation is exposed to credit risks that may at times be concentrated wilh certain counterparties, groups of counterparties or
customers. Accounts receivable are generated from a diverse domestic and international customer hase. The Corporation’s net Accounts receivable — Trade
al March 31, 2013 are concentraled with the following counterparty and customer industry segments: Integrated Oil Companies — 40%, Refiners — 27%,
Govermnment Entities — 24% and Financial Institutions — 7%, The Corporation reduces its risk related to certain counterpartics by using master netting
arrangements and requiring collateral, generally eash or letters of credit. The Corporation records the cash collateral received or posted as an offset to the lir
value of derivatives executed with the same counterparty. At March 31, 2013 and December 31, 2012, the Corporation held cash from counterparties of $49
million and $34 million, respectively. The Corparation did not have cash posted to counterpartics at March 31, 2013, compared with 35 million at
December 31, 2012,

At March 31, 2013, the Corporation had outstanding letters of credit totaling $542 million, primarily issued to satisfy margin requirements
(approximately $400 million related to discontinued operations). Certain of the Corporation’s agreements alsa contain contingent eollateral provisions that
could require the Corporation to post additional collateral if the Corporation’s credit ruting declines. As of March 31, 2013, the net linbility related to
derivatives with contingent collateral provisions was approximately $130 million, primatily related to discontinued operations. There was na cash collateral
posted on those derivatives, At March 31, 2013, all three major credit rating agencics that rate the Corporation’s debt had assigned an investment grade
rating. If two of the three agencies were to downgrade the Corpocation’s rating to below investment grade, as of March 31, 2013, the Comoration would be
required to post additional collateral of approximately $85 million.

14. Subsequent Events

In April 2013, the Corparation completed the sale of 100% of its Russian subsidiary Samara-Nafta for cash proceeds of $2.05 billion, Based on ils 90%
intercst in Samara-Nafta, total afier-tax proceeds to the Corporation were approximately $1.9 billion afler working capital and other adjustments.

Subsequent (o quarter end, the Corporation repaid $1,620 million of borrowings under its credit facilities, which was the 1otal amount outstanding at
March 31, 2013,
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PART | — FINANCIAL INFORMATION (CONT'D.)
Item 2. Management’s Discussion and Analysis of Financiat Condition and Results of Operations.

Overview

In March 2013, the Corporation announced an assct sales program that includes divesting its downstream businesses and oil and gas propertics in
Indonesia and Thailand to continue its transformation into a more focused pure play exploration and production (1i&P) company. The downstream
busincsses to be divested by the Corporation include its terminal, retuil. energy marketing and energy trading operations, In February 2013, the Corporation
ceased refining at its Port Reading facility, completing its exit from alt refining operations,

Other actiony announced by the Corporation in March 2013 include a 150% increase in its annual dividend to 31 per common share commencing in the
third quarter of 2013 and a bourd authorized plan to repurchase up to $4 billion in Hess common stock after repaying shart-term debt and establishing a
31 billion cash cushion. The amount and timing of repurchasing common stock is dependent on the receipt of proceeds from the Corporation’s asset sales
program. The Corporation also plans to monetize its Bakken infrastructure assets by 2015 and retumn additional capital to sharcholders.

The Corporation has sold several oil and gas assets to focus its E&P portfolio on lower risk and higher growth assets, During 2012 and the first quarter
of 2013, the Corporatian campleted the sile of 1S interests in the Beryl, Bittern and Schichallion ficlds in the United Kingdom North Sea, the Azer-Chirag-
Guneshli (ACG) ficlds, offshore Azerbaijan in the Caspian Sea, and the Snohvit Field, offshore Norway.

Production in 2012 averaged 406,000 barrels of il equivalent per day (boepd). The comparative pro forma 2012 production of the E&P porifolio,
excluding the agscts sold that are discussed ahove and those classified as held for sale at March 31, 2013, would have been 289,000 boepd.

As a result of the Corporation's transformation into a pure play E&P company, the Corporation now has one operating segment, E&P, and a Corporate
and Other segment, which is primarily comprised of corporate and interest expensces, The results of the terminal, retail, energy marketing, energy trading
and Port Reading refining operations (the “downstream businesses™) have been classified as discontinued operations for all periods presented.

On January 29, 2013, Elliott Management Corporation {Elliott) sent a letter to Hess sharcholders infarming them that affiliztes of Elliott beneficially own
4% of the oulstanding common stock of the Corporation and that they were nominating five individuals for election as directors at the Corporation’s 2013
Annual Meeting, On April 3, 2013, Elliot filed its definitive Proxy Statement with its five board nominces. The Corporation's 2013 Annual Meeting wilt
take place on May 16, 2013,

First Quarter Results

The Corporation reported net income of $1,276 million in the first quarter ol 2013, compared with $545 miltion in the first quarter of 2012. Excluding
items affecting comparability of carnings between periods on page 25, eamings for the first quarter of 2013 and 2012 were $669 million and $509
million, respectively,

Exploration and Production

E&P camings were $1,286 million in the first quarter of 2013 compared with $635 million in the first quarter of 2012, First quarter 2013 resules
included $588 million from items affecting comparability of earnings primarily due to gains on assct sales. First quarter 2012 results included a gain on
assel sale of $36 million. In the first quarter of 2013, Use Corporation’s average worldwide crude oil selling price, including the effect of hedging, was
$94.50 per barre) up from $89.92 per barrel in the first quarter o 2012, The Corporation’s average worldwide natural gas selling price was 36.62 per
thousand cubic feet (mef) in the first guarter of 2013, compared with $6.23 per mef in the first quarter of 2012. Worldwide crude oil and natural gas
production was 389,000 boepd in the first quarter of 2013, compared with 397,000 boepd in the same period of 2012, Full year production for 2013 is now
expected 1o be 340,000 boepd to 355,000 boepd, down from the previous forecast of 375,000 boepd to 390,000 boepd, primarily due to the earlier than
anticipated sale of the Corporation’s Russian subsidiary. The production volumes for 2013 may be further impacted by the timing of completing the
remaining planned asset sales. The comparative pro forma 2013 production range for the E&P portfolio excluding the asscts sold in the first quarter of 2013
and those classified as held for sale at March 31, 2013, is 290,000 boepd to 305,000 boepd.
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PART [ — FINANCIAL INFORMATION NT'D.

Overvicw {continved}

The following is an update of E&P activities:

In North Dakota, net production from the Bakken oil shale play averaged 65,000 boepd for the first quarter of 2013, up from 42,000 boepd in
the first quarter of 2012, In the fourth quarter of 2012, the Corporation substantially completed held by preduction drilling in the Bakken and
transitioned to pad drilling, which involves sequentially drilling a number of wells on a pad followed by sequential completion of the wells,
During the first quarter, 30 wells were brought on production. The initial pad drilling process is expected to lead to a temporary flattening of the
Bakken production profile until mid-2013, Full year 2013 Bakken production is still expected to be between 64,000 boepd and 70,000 boepd.
Drilling and completion costs were $8.6 miilion per well in the first quarter of 2013, down $4.8 million per well versus the first quarter of
2012,

At the Valhall Field in Norway (Hess 64%), the operator completed the lield redevelopment project and resumed production on January 26,
2013, In the first quarter of 2013, net production averaged 5.000 boepd as the operater began Lo ramp up facilities and resolve routine start up
issues. Full year 2013 net production from Valhall is forecast by the operator to be in the range of 24,000 boepd to 28,000 boepd, and the
Corporation anticipales that production will be in the low end of that range.

In Murch 2013, the Corporation sold its interests in the Azeri-Chirag-Guneshli (ACG) ficlds (Hess 3%), offshore Azerbaijan in the Caspian
Sea, and the associated Baku-Thilisi-Ceyhan (BTC) oil transportation pipeline company (Hess 2%) for cash proceeds of $884 million. The
transaction resulted in an afler-tax gain of $360 million, ACG was producing at an aggregate net rate of approximately 6,000 boepd at the time
ol sale and had 17 million barrels of oil equivalent (boe) of proved reserves at December 31, 2012,

In January 2013, the Corporation completed the sale of its interests in the Beryl fields and the Scottish Area Gas Evacuation System (SAGE)
in the United Kingdom North Sca for total cash proceeds of $442 million, This transaction resulted in a pre-tax gain totaling $328 million
{5323 million afier income taxes). The assets were producing at an aggregate net rate of approximately 10,000 boepd at the time of sale and had
21 million boe of proved reserves at December 31, 2012,

In March 2013, the Cotporation reached an agreement to sell its assets in the Eagle Ford Shate in Texas for $265 million and announced that it
will divest its assets in Thailand (principally comprising the offshore Pailin Field (Fess 15%) and the onshore Sinphuhorm fields (Fess
35%)) and in Indonesia (principally comprising the Ujung Pangkah project (Hess 75%) and Natuna A Field (Hess 23%)).

In April 2013, the Corporation completed the sale of 100% of its Russian subsidiary Sumara-Nafta for cash proceeds of $2.05 billion. Based
on its 90% interest in Samara-Nafia, total after-tax procceds to the Carporation were approximatcly $1.9 billion after working capital and other
adjustnents. Sumara-Nalta, located in the Volga-Urals region ol Russia, produced approximately 56,000 boepd in the first quarter of 2013 and
had 82 million boe of proved reserves at December 31, 2012,

The Corporation completed drilling its first production well at the Tubular Bells development (Hess 57%) and is currently drilling a sccond
production well. Facilitics construction is on schedule for the expected start-up of production in mid-2014. The Corporation’s share of
production from the field is projected to reach approximately 25,000 boepd.

At Block A-18 of the Joint Devclopment Arca of Malaysia/Thailand (JDA), the Corporation successfully installed its cighth wellhead platform
in the Nirst quarter of 2013, In the North Malay Basin, the jacket and topsides for the carly production system were installed in April 2013,
Development drilling is expected to commence mid-year and the project is on rack for the expected start of production in the fourth quarter of
2013.

In carly 2013, the Corporation completed drifting two exploration wells on the Deepwater Tano Cape Three Peints Block, offshore Ghana and
has now drilled a total of seven consecutive successful exploration wells. The Corporation plans to submit its appraisal plan to the government
of Ghana on or before June 2, 2013.

Tn the emerging Utica shale play, the Corporation continued its appraisal program. In the first quarter of 2013, four wells were drilled, seven
wells were completed and five were low tested, of which two were on the Corporation’s 100% owned acreage.
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PART | — FINANCIAL INFORMATION (CONT'D.)
Overview {continued)

Discontinued Operations — Downstream Businesses

As a result of the Corporation’s plan to divest its downstream businesses, the results of these businesses are shown as discontinued operations and all
comparative periods have been recast to reflect this change. Earnings of the downstream businesses were $100 million in the first quarter of 2013,
compared with $12 million in the same period in 2012, First quarter 2013 results included net after-tax income of $30 million related to items affecting
comparability of camings between periods.

Resulis of Operations
The after-tax carnings (losses) by major operating activity are summrized below:

Three Montht Ended

March 3,
013 2012
(In mithany,
e e e SMCCPLpeY share wmounty)
Explorstion and Produetion % 1,286 § 635 |
(.nrpornlc. and Other ] - - (110} (102)
Continuing operations o R Y'Y I . N & & ]
Discontinucd operations — duwm,[rcam businesses N o 100 12
ﬁu income attributable to Hess Ct;rpormmn o K 1,276 _§ 545 ]
Net income attributable to Hess Corporation per share — Diluted: » o .
Continuing operations. s - . 8 w8 57|
Discontinucd npurﬂt:ons — downstream businesscs ) o ] 0.29 0.03
" Netincome pershaee T T o . 3 372§ 1,60 |

Items Affecting Comparability of Earnings Between Periods

The following table summarizes, on an after-tax basis, items of income (expense) that are included in net income and affect comparability of camings
between periods. The items in the table below are explained and the pre-tax amounts are shown on pages 2910 31,

Three Manths Ended

March 31,
mi3 22

e e e L e e e e e ——— e ‘_74__,__(Inmllllunt)

Exploration and Production . i . —_ B 588 % 3._]
Corporate and Other (i

T Total items affccting comparability of camings from conunumb operalions ) o _ 517 e _3__6_!
Dls&.ontlnu&.d opcr:nmns — downstream busincsses ) e 30 —
Tolul m.ms ath:ctmg cump.:mhlm;;f‘cammgq between periods % 607 § 36,

In the following discussion and efsewhere in this report, the financial effects of certain transuctions are disclosed on an after-tax basis. Management
reviews segment carnings on an after-tax basis and uses after-tax amostnts in its review of variances in segment eamings. Management believes that afler-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.
Afler-tax amounts are determined by applying the income 1ax rate in each tax jurisdiction to pre-tax amounts.
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PART 1 — FINANCIAL INFORMATION ({CONT'D,

Results of Qperationy (continued)

Comparison of Results
Exploration and Production

Following is a summarized income statement of the Corporation®s E&P operations:

Three Months Ended

March 31
2013 012
. — . Cee .. e e e e e Sinmillenyy
Sales and other openating revenues T T T T T T T T8 13466 8 1896,
Giains on assct sales o i e _ _ 688 L3
Other,nel - ___vj_: “- . T . e e e 33) . “—Eﬂ
Total revenues and non-operating m(.mm. 4,119 2,959

Cost and Expenses - -___-T____ o o : —_— __M_# — H I ;

__ Cost of products sold (excludmg items shown sepantely below) o ____ . .59 —

Opcmtmb costs and 4 expenses 583 535,

Production and severance laxes e s 0138
"_ prlomtmn CXpenses, lm,!udmg dry—h-uk.a nnd h.;q;.-:rﬁ)_n;mc.m o e e BT - S ._.2_5.31,'

General and administrative expenses R e L 8 65
~ Depreciation. depletion and amarizsiion e 676 659

Total costs and expenses 2,291 1,920

Resilts o oporatlons beorg e s, T T T T T T T ey o

Provision for income taxes h 535 398
Netineome _— T T Y o 1 S 1}

L«.sb Nt.l income attributable to noncunlrollm;, interests 6
Nul 1nc0mt. dllrlbuldb!c 1o I l!u‘.s Curpér.jt1(anu T :_j—_— ) __ ;—_:—:‘_ e -_-____:j:—_S 1 .2861_:3 635]

After considering the E&P items aftecting comparability of camings between periods in the table on page 30, the remaining changes in E&P carnings are
primarily attributable to changes in sclling prices, production and sales volumes, cost of products sold, cash operating costs, depreciation, depletion and
amortization, cxploration cxpenses and income taxes as described below.

Selling prices: Higher average realized sclling prices, primarily for crude oil and including the effects of hedging, contributed to the increase in revenues
in the tirst quarter of 2013, compared with the corresponding period in 2012,

The Corporation’s average sclling prices were as follows:

Three Munths Kniled

March 31,
e e e e o e  — e e e 013 - mie

Crudt. ml-—pur barrel (W:Iudm}3 hulbmb) e e
Un{[cdégn_c_s L ) ) e L s
i Onshore T 8946 § 8864,
_ Ofishore ) B e e7s2 w2

U TomlUnitedStates —__~~— — T T T T T L 9103 9597
_ Europe S 635! __ _ _#80.18
Aftiga T ommm N T TTTT09.R] 88.75
Asa T o L ~ . 110,70 11713
[ _Wordwide — "~ ] - e ___9450_____ _R9:92]
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Results of Operations {continued)

Three Months Ended

Mareh M,

e e e 2h 2012
Crude 0il -— per barrel (excluding bedging) i e
United States o e e
U Onshore . T s R9.82 § 91.51;
- Offshare e e M0 1109
..Total United States e _ — . 97.74 _ _ ___ 100.87,
__Ewope ) o 63.69 877
L Afiga T e e T T8 120.59)

Asia _— R — e MIDO 12372
! Worldwide S 79524 " T100.50)
Natural gas liquids — per barrel e o R L
[ United States_ T —
'_____Onsimrc i o i - ﬁék . 4347 § 52.23
| __Offshore I e 2178 ___44.40¢
Total United States 37,29 49,26
L Buope Y ¥+ AN
ASI il Ll ... 1944 8630
L Woldwide _ T T o . 38.67 _59.53,
Natural gas —permel
U UnitedStates T . e
___ Onshore . _ - _ 8 286 3§ 1.87
L Ohere 254 16T,
Total United States 2.69 1.75
_ Ewepe T o T TTaes T 9
Asia and other ) . 135 6.77

1

w _ Worddwide _ 662 623

In the first quarter of 2013, the Corporation entered into Brent crude oil hedges using fixed-price swap contracts to hedge the variability of forecasted
future cash flows from 90,000 barrels of oil per day (bopd) of crude il sales volumes for the remainder of the calendar year at an average price of
approximately $109.70 per barrel. In 2012, the Corparation had entered into Brent erude oil hedges using fixed-price swap contracts to hedge 120,000 bopd
of crude oil sales volumes for the full year at an average price of $107.70 per barrel. In 2012, the Corporation alsa realized hedge losses from previously
closed Brent crude oil hedges that covered 24,000 bopd during the year.

Realized losses from [Ixpleration and Production hedging activitics reduced Sales and other operating revenues by 818 million and $244 million for the
three months ended March 31, 2013 and 2012, respectively (8171 million and $151 million after-taxes, respectively). The amount of ineffectivencess from
Brent crude oil hedges that was recognized immediately in Sales and other operating revetiues was 4 gain of $15 million and a loss of 311 mitlion for the
three months ended March 31, 2013 and 2012, respectively.

Production and sales volumes: The Corporation’s crude vil and natural gas production was 389,000 boepd in the first quarter of 2013, compared
with 397,000 boepd for the same period in 2012, The comparative pro forma prodiction of the E&P portfolio excluding the assets sold in 2012 and the
first quarter of 2013, as well as those classified as beld for sale at March 31, 2013, would have been 292,000 boepd for the first quarter of 2013 and
279,000 boepd lor the first quarter of 2012, Full year production for 2013 is now expected to be 340,000 bocpd to 355,000 boepd, down from the previous
forecast of' 375,000 boepd ta 390,000 boepd, primarily due to the earlier than anticipated sale of the Corporation’s Russian subsidiary.
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Results of Opcrations (continued)

The Corporation’s net daily worldwide production by region was as follows:

Three Months Ended

March 31,
2013 2011
— e e el I S .. {nihousands) e o
Cradeoil —barvelsperday  — — ~ """ o o . ]
MUniedStates
[ “Bakken e 53 REEA

13 12
e . . 66 49!

47 46
TS 95|

65 94

"Other Onshore
C ___ Total Onshore
Offshore
o o i aeen s
__Total United States

__Burope L

L _Aftca _ N SO 11
Asia 16 I6
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*  Reflects natural gay production converted wa the basis of relative energy content (vix mef equuals one burrel). Barrel of oil equivalence does not necessarily resall in price
equivalence us the equivalent price of natural gas on a burrel of oil equivalent basis has been substantially lawer thun the corresponding prive for crude oil aver the recent pust,
See the average selling prices in the table thuy begine on puge 28,

United States: Crude oil and natural gas production in the United States was higher in the first quarter of 2013, compared to the corresponding
period in 2012, mainly due to higher production from the Bakken oil shale play and the Llano Ficld following the successful workover ol a well that
returned 1o production in the second quarter of 2012,
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PART I — FINANCIAL INFORMATION (CONT'D.}
Results of Operations (continued)

Eurvpe: Production was lower in the first quarter of 2013 compared to the same period in 2012, duc to the sale of the Beryl, Bittern and
Schichallion fields in the United Kingdom North Sea, as well as downtime at the Valhall Field, olfshore Norway, which was shut-in by the operator from
July 2012 until kate January 2013 for completion of the redevelopment project. The sale of the Corporation’s interest in the Snohvit Field, ofTshore Norway,
in January 2012 alsp contributed to the decrease in natural gas production.

Africa: Crude oil production in Africa was higher in the first quarter of 2013, compared to the corresponding peried in 2012, due to new
production in Equatorial Guinca from the Ceiba Ficld, which more than offset lower production duc to downtime at the Okume Complex, together with
higher production from the Waha ficlds in Libya that ramped up in the lirst quarter of 2012 following civil unrest throughout 2011,

Asia and other: Natural gas production in the first quarter of 2013 was comparable to the same period in 2012, as downtime at the Pangkah
Field in Indonesia and lower entitlement at the JDA were largely offset by higher nominations at the Sinphuhorm fields in Thailand.

Sales voltmes: Higher crude oil sales volumes increased revenues in the first quarter of 2013, compared with the corresponding period in 2012,

The Corporation’s warldwide sales volumes were as follows:

Thres Munths Ended

March 31,
1) 012

e e e — e R - i e — . _ATnthoweundsy
Crude oil — barrels e 24707 23,052
Natwral gas liquids —barcels . _ — 1,647 1,755
Natural gas == mcf i o R . . o 33,662 55.442-“
Barrels of oil equivalent* 35,358 34,047
Crude ol —barrelsperday — " _ __ T T 215253
Natural gas liquids — burrcls per day o VL S 1.
Notwral gas —mefperday . T T T ] 596 609

393 KL

Barrcls of ¢il equivalent per day*

. Reflects natural gas production cunverted on the hasis of relative energy conlent {six mef equals one barrel). Barrel of il vquivalence dues not necessarily result in price
cquivalence as the equivalent price of natural gus on a barrel of ail equivalent busis has been substantially lower than the correspomding price for crude oil over the recent past.

Ser the average selling price< in the fuble that heging on page 26.

Cast of products sold: Cost of products sold is mainly comprised of costs relating to the purchases of crude oil, natural gas liquids and natural gas
from the Corporation’s partners in Hess operated wells or other third partics. The increase in Cost of products sold in the first quarter of 2013 compared
with the same period in 2012, principally reflects higher volumes of crude oil purchases from third partics.

Cash operating costs: Cash operaling costs, consisting of Operating costs and expenses, Production and severance taxes, and General and
administrative expenses, increased by approximately 360 million in the fiest quarter of 2013 compared with the same period in 2012, principally retlecting
employce severance charges of $57 million, In addition, higher operating and maintenance costs were largely offsel by a net deerease in production and

severance taxes.
Depreciation, depletion and amortization: Depreciation, depletion and amortizetion expenses were higher in the first quarter of 2013, compared with
the corresponding period in 2012, reflecting higher per barrel costs and a greater preportion of production volumes being produced trom the Bakken.
Exploratien expenses: Exploration expenses in the first quarter of 2013 were down from the corresponding period in 2012, primarily due to lower dry
haele expenscs.
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PART I — FINANCIAL INFORMATION (CONT'D,

Income taxes: Excluding items affecting comparability between periods, the effective income tax rate for E&P operations was 42% in the first quarter of
2013 compared 10 40% for the tirst quarter of' 2012,

Items Affecting Comparability of Earnings Between Periods: The Iollnwmg table summarizes, on an afler-tax basis, income (expense) items that
affect comparability of E&P carnings between periods:

Three Monihs Ended
March 31,
2083 012

— i e Anmlllny
Gains on ussetsales L ) B o L $ 683 § _3@
Employee severanee e L wn_ —
Income tax charge T I (28). )

5 588 § 36

Gains on asset sales: In January 2013, the Corporation completed the sale of its interests in the Beryl ficlds in the United Kingdom North Sea for
cash proceeds of $442 million, resulting in a pre-tax gain ot $328 million ($323 million afier income taxes). In March 2013, the Corporation sold its
interests in the Azeri-Chirag-Guneshli (ACG) Miclds, offshore Azerbaijan in the Caspian Sea, for cash proceeds of $884 millton, resulting in a tax-free gain
of $360 million, First quarter 2012 results included an after-tax gain of $36 million related to the completion of the sale of the Corporation's interest in the
Snohvit Field, offshore Norway.

Employee severance: During the first quarter of 2013, the Corporation recorded pre-tax charges of $71 million ($67 million after income taxcs),
resulting from the Corporation’s planned divestitures and transformation into a more focused pure play E&P company.

Income tax charge: During the first quarter of 2013, the Corporztion recorded a non-cash income tax charge of 828 million as a result of a planned
asset divestiture,

The Corporation’s future E&P camings 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 torcign exchange rates and income tax rates, the effects of weather,
political risk, environmental risk and catastrophic risk. For a more comprehensive description of the risks that may affect the Corporation’s E&P
business, see Ttem 1A. Risk Factors Related to Our Business and Operations in the December 31, 2012 Annual Report on Form 10-K.

Corporate and Other

The following table sumnarizes corporate and interest expenses:

Three Maonths Fnded

March 31,
2013 2

. e e e - e e (mmlltbomyy
Y I 52 % 68 |
Interest expense i _ e _ } e I09_‘
Less: Copitalized ineerest (10} (5),

Interest cxpense, net ) ) ) 106 104
ngpjglgdnd Ql_hpr cxpenses belore income taxe Lnu.s e o e 158 I
Income tax (bLnLth) ) (S‘)) (70)
Qorpumu. and d Other upcnsu afler income taxes :,_ . : o —_— — 98 02 ;
Ttems .ttﬁ.cung comparability of carnings between periods, afler-tax o . 1 —
Total Corporate and Other c expenses aﬂt.r income Laxes o i . 110_ % 102 |




PART | — FINANCIAL INFORMATION (CONT'D.)

Results of Operations (continued)

Corporate expenses were lower in the first guarter of 2013, compared with the same period in 2012, primarily duc to lower employee benefit related costs,
Interest expense increased in the fiest quarter of 2013 compared with the first quarter of 2012 reflecting higher average outstanding borrowings. Corporate
and Other expenses for the lirst quarter of 2013 included an item affecting comparability of carnings of $18 million (8§11 million after income taxes) for
employee severance charges.

Discontinued Operations — Downstream Buyinesses

The downstream businesses reported carnings of $100 million in the first quarter of 2013 compared to $12 million in the first quarter of 2012, First
quarter 2013 results included a net after-tax gain of $30 million from items affecting the comparability of carnings as explained below. Excluding items
affecting comparability of carnings, the increase in carnings in the first quarter of' 2013 compared to 2012 was principally due to higher marketing income
rellecting higher margins in the retail and energy marketing businesses.

Ttems Affecting Comparability of Earnings Between Periods: The following table summarizes, on an alter-tax basis, income (expense) items that
atfect the comparability of carings of the downstream businesses between periads:

Three Menths Ended

March 3,
2013 2012
e e e e . e e e e i et e AT mllllany -
LIFQ inventory liguidations .~~~ _ ... % w3y —
Post Reading refinery shwdowncosts o) =
Employecseverance o . “3) —]

3 0 § —

Tn the first quarter of 2013, the Corporation recognized a gain of $218 million (3137 million after income taxes) relating to liquidation of Yast-in, first-out
(LIFO} inventories as a result of ceasing refining operations at the Port Reading facility. In addition. Port Reading recorded charges totaling $101 million
(564 million after income taxes) comprised of $80 million pre-tax (851 million after income taxes) for accelerated depreciation and $21 million pre-tax ($13
millien after income taxes) for shutdown costs. Employee severance costs Iotaling $69 million pre-tax ($43 million afier income taxes) were recorded by the
downstream businesses in conjunction with the Corporation’s divestiture plan and cessation of refining operations.

Liquidity and Capital Resnurees

The following table sets forth certain relevant measures of the Corporation’s liquidity and capital resources:

March 31, December M,
2013 012
— e e R e e e {In mlll|um}kr_w_________
Cash and cash cquivalents — N R 444 5 642 ]
Short-tern debt and current maturities of long~termdebt . __ . _ %8 1904 S = 787
Towldet T _ T T T 8 136 8 BI
Tottequity . __o....8 22525 § 21203
Deht to capitalization ratie* At 1T

Total debt as a percentage of the sum of toraf debt plus equity,
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PART I — FINANCIAL INFORMATION (CONT'D.

Liquidity and Capital Resources (continued)

Cash Flows

The following table summarizes the Corporation's cash flows:

Three Months Ended

March 3%,
13 22
____________ e R (.1..... . R
Nt.tcahhprowdt.dby______ L e e *__I
Opcmlmg activities from cnnunumg, upcmtmm _ e e 3 — M“ﬁ 967
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Operating activities: Net cash provided by operating activities was $819 million in the tirst quarter of 2013, compared with $988 million in the same
peried of 2012, primarily reflecting higher operating carnings offset by decreuses in cash flows from changes in working capital,

Investing activities: The following table summarizes the Corporation's capital expenditures:

Three Months Emled
March M,

2013 1012
e e e e e i —_tInmilliony), - ..
Explorationand Production . . _ .. .8 153§ 1855
Cormoratc and Other 6 |
"_ Total from continuing opcr;;i?!;v—— —__—___ _____ ,__;_-:: ___._._ : ______ ‘_—-_'W_ _.: SV - l-sﬁhk _ '8.,5,6.'
Dlscuntmuul cd operations —- downstrear businesses i o . 12 22
N - $ 1,521 § 1,878!

[ Total cap:ml ital expenditnres

Capital expenditures for E&P were lower in the lirst quarter of 2013 compured to the same period in 2012 muinly due to reduced capital expenditures in
the Bakken. During the first quarter of 2013, the Corporation received procecds of approximately $1.3 billion from the sale of its interests in the Beryl and
ACG ficlds. During the first quarter of 2012, the Corporation received proceeds of $132 million from the sale of its interest in the Snohvit Field.

Finuncing activities: In the first quarter of 2013, the Corporation repaid a net amount of $728 million under available credit facilitics and repaid
524 million of other debt. The net repayments consisted of $713 million on its syndicated revolving eredit facility and $200 million on the Corporation’s
short-term credit facilities, partially offsct by borrowings of $185 million from its asset-backed credit facility. Dividends paid were 535 million in the first
quarter of 2013 compared to $68 million in the first quarter of 2012. The Corporation mide one quarterly common stock dividend payment in the first
quarter of 2013 compared with two payments in the first quarter of 2012 as a result of accelerating payment of the fourth quarter 2012 dividend, which
historically would have also been paid in the first quarter of 2013,
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PART I — FINANCIAL INFORMATION {CONT'D).}

Liguidity and Capita] Resources (continued)

Future Capital Requirements and Resources

The Corporation anticipates investing approximately $6.8 billion in capital and cxploratory expenditures during 2013, substantially all of which is
largeted for E&P operations. On March 4, 2013, the Corporation announced a significant asset sales program to provide financial [lexibility, fund its
growth and return capital to sharcholders. The Corporation also announced that it plans to increase its annual dividend by [50% to $§ per common share
commencing in the third quarter of 2013 and purchase up to $4 billion in Hess common stock, The Corporation has committed that 1he proceeds from the
divestitures would be sequentially applied 1o (1) repay outstanding borrowing on its credit facilitics of approximately $2.5 billion, (2) provide a §1 billion
cash cushion, (3} fund the 2013 eash tlow deficit and (4) repurchase common stack. To date in 2013, the Corporation has announced or compluted the sule
of its interests in the Beryl and ACG fickds, as well as its interests in Russia and in the Eagle Ford Shale in Texas, The total afler-tax proceeds from these
sales will amount to approximately $3.5 billion, of which approximately $1.3 billion was received and utilized primarily to begin repaying outstanding
borrowings in the first quarter of 2013, Additional net proceeds of approximately $1.9 billion from the completion of the sale of the Corporation's Russian
subsidiary in late April were used by the Corporation to repay all remaining outstanding borrowings on its credit facilities and begin building the cash
cushion. The amount and timing of the common stock repurchase program is dependent on the proceeds from its additional planned asset sales, Common

stock repurchases are expected to begin in the second half of 2013,

The table below summarizes the capacity, usage and available capacity of the Corporation’s borrawing and letter of credit facilities at March 31, 2013:

Explration

Datc Capaeity Rorrawings

Lettersaf

Credit Ixvued

Revolving credit facility ~

_Aprl2016_ TS “apon $

. (Inmithony)

Asset-backed credit facility July 2013 (a) 836
Commitiedfines ~ """ T Vadows(b) "~ T 270
Uncommitted fines o - Various (b) 507

Towl T T T T s 8073 §

Avallzhle

Cupnclty
53955
785 51
)
2,162 § 5911,

) Total cupacity af $1 biltion subject o the amount of cligible reccivables posted as collaleral,
() Commited and uncommisted linev huve expiration dutes through 2014,

The Corporation has a $4 billion syndicaled revolving credit facility, which can be used for berrowings and letters of credit. At March 31, 2013,
available capacity under the facility was $3,955 million. The Corporation also has a 364-duy asset-backed credit facility securitized by certain accounts
receivable from the downstream businesses. Under the terms of this financing arrangement, the Corporation has the ability to borrow or issue letters of
credit up to 31 billion subject to the availability of sufficient levels of etigible reccivables. At March 31, 2013, outstanding borrowings under this facility of
$785 million were collateralized by a total of $1,280 million of accounts receivable. Subsequent to quarter end, the Corporation repaid 31,620 million of

borrowings under its credit facilitics, which was the total amount ovtstanding at March 31, 2013,

The Corporation also has a shell registeation under which it may issue additional debt securities, warrants, common stock or preferred stock,

The Corparation’s long-term debt agreements contain certain financial covenants that restrict the amount of total borrowings and secured debt. At
Marcl 31, 2013, the Corporation is permitted to borrow up to an additional $30.1 billion for the construction or acquisition of assets. The Corporation has

the ability to borrow up tw an additional $4.5 hillion of seeured debt as of March 31, 2013,

The Carporation’s $542 million in letters of credit outstanding at March 31, 2013 were primarily issucd (o satisty margin requirements. See also Note

13, Risk Management and Trading Activities in the notes to the Consolidated Financial Statements,
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PART 1 — FINANCIAL INFORMATION (CONT'D.)
Ligquidity and Capital Resources (continued)

Off-balance Sheet Arrangements Relating to Discontinued Operations

The Corporation has leveraged leases not included in its Consolidated Balance Sheel, primarily related to gasoline stations operated by the retail
marketing business. The net present value of these leases is $332 million at March 31, 2013 compared with 3342 million at December 31, 2052, If these
leases were included as deby, the Corporation’s debt to capitalization ratio at March 31, 2013 would increase to 25.5% from 24.7%.

As discussed in Note 13 Risk Management and Trading Activities in the notes to the Consolidated Financial Statements, in the normal course of its
business, the Corporation lias been 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 activitics related to the
continuing operations are referred to as corporate risk management while risk management activities related to the discontinued operations are referred to as
energy marketing. The Corporation's trading operations, which have been classified as discontinued operations, are conducted principally through a 50%
voting interest in a consolidated partnership that trades energy-related commoditics, securitics and derivatives. These aclivities are also exposed to
commodity risks primarily related to the prices of crude oil, ratural gas, electricity and refined petroleum products.

Value at Risk: The Corporation uses value at risk 1o monitor and contrel commodity risk within its risk management and trading activities. The value
at risk mode] uses historical simulation and the results represent the potential foss in fair value over one day at a 95% confidence level, The model caplures
both first and second order sensitivities for options. Results may vary from time to time as trading strategics change to capture potential market rate
movements or hedging levels change in risk management activities. The potential change in fuir value based on commodity price risk is presented in the
corporate risk management activities and energy marketing and trading activities sections below.,

Corporate Risk Management Activities

The Corporation uses energy commodity derivatives in its corporate risk management activities. The Corporation estimates that at March 31, 2013, the
vatue at risk for corporate risk management activitics was $46 million, which was primarily due 1o the Brent crude oil cash flow hedge positions, as
described in Note 13, Risk Management and Trading Activities in the notes to the Consolidated Financial Statements. The results may vary from tine to
time primarily as hedge levels change. There were no outstanding Brent crude oil cash flow hedge positions at December 31, 2012,

The Corporation’s owtstanding long-term debt of $35,756 million, including current maturities, has a fair value of §6,909 million at March 3, 2013.
A 15% decrease in the rate of interest would increase the fair value of debt by approximately $230 million at March 31, 2013,

The Corporation has outstanding foreign exchange contracts used to reduce its exposure to fluctuating forcign exchange rates. The change in the fair
value of forcign exchange contracts from a 10% strengthening of the U.S. Dollar exchange rate is estimated 1o be a foss of approximately $50 million at
March 31, 2013,

Discontinued Operations — Energy Marketing and Trading Activities

The Corporation uses energy commadity derivatives in its energy marketing risk management activities. The Comporation estimates that at March 31,
2013, the value at risk for cnergy marketing risk management activitics was $6 millian compured with $7 million at Decerber 31, 2012,

The information that follows represents 100% of the trading purtnership and the Corporation’s proprietary trading accounts.

Derivative trading transactions are marked-to-market and unrealized gains or losses are recognized currently in Income from discontinued operations.
Gains or losses from sales of physical products are recorded at the time of sale. Net realized gains and losses from trading activitics for the three months
ended March 31, 2013 amounied to a gain of 865 million compared 1o a loss of $169 million for the corresponding period in 2012,
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PART | — FINANCIAL INFORMATION (CONT'D.

Market Risk Disclosures {continued)

The following table provides an assessment of the factors affecting the changes in the fair value of net assets (liabilities) relating to financial instruments
and derivative commodity contracts used in trading activitics:

Three Manihy Ended

March 31,
013 002
e e —_— _ e e — R — mmilieay
Fair value of contracts outstanding st January I~ e _. —— S (%6) 3 _(86),
Change in fair value of contracts outstanding at the
___beginning of the year and still outstanding a1 March 31 T _(30) 167
[, Reversal of fair value for contracts closed during the peried o .. 76 |
Fair value of contracts entered into during the period and still oulslandmh R (87) (10)
Fmrvnlucnl Cﬁr;;:-u.oulaundmeTM:rch:H - | (181) % '47]

The following table summarizes the sources of net asset (liability) fair values of financial instruments and derivative commadity contracts by year of
malurity used in the Corporation's trading activitics at March 31, 2013:

2016 und
Total 013 2014 015 heyond

—— S — e e UnmiMoRN_
Sources of fair value o X o _ s
_Levell — B < - A N _33__5_ (s 8
T {1 SO v - N ¥ ) MUY 1) B )
Leved 3 34 2 (#3] 30 (")
Lo Mowl — T T TTTTTT TTS (81)’s (128§ )3 a0)_§ (19!

The Corporation estimates that the value at risk for trading activitics, including commuodities, was $3 million at March 31, 2013 compared with S4
million at December 31, 2012,

The following table summarizes the fair values of receivables net of cash margin and letters of eredit relating to the Corporation’s trading activitics and
the credit ratings of counterpartics at March 31, 2013 (in millions):

Invesiment grade determined by outside sources e § I
Investment grade determined internally® L - ﬂ#_ T |59
27[

Less than investment grade —_— e e -

Fair value of net receivables outstanding at end of period 8 406

. Buved on information provided by counterparties und other avaiuble sources,

Forward-looking Information

Certain sections of Management's Discussion and Analysis of Financial Condition and Results of Operations, including references to the Corporation’s
future results of operations and financial position, liguidity and capital resourees, capital expenditures, assct sales, oil and gas production, tax rates, debt
repayment, hedging, derivative, market risk disclosures and off-balance sheet arrangements, 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 arc based on the Corporation’s current understanding and assessment of these
activitics and reasonable assumptions about the future. Actual results may differ from these disclosures because of changes in market conditions,

governmeni actions and other factors,
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Ttem 3.

Item 4.

PART [ — FINANCIAL INFORMATION (CONT'D.}

Quantitative and Qualitative Disclosures about Market Risk,
The information required by this item is presented under 1tem 2, “Management's Discussion and Analysis of Financial Condition and Results of
Operations — Market Risk Disclosures.™

Controls and Procedures.

Based upon their evaluation of the Corporation’s disclosure controls and procedures (25 defined in Tixchange Act Rules 13a-15(c) and 15d-15(c))
as of March 31, 2013, John B, Hess, Chicf Executive Officer, and John P, Riclly, Chief Financial Officer, concluded that these disclosure
conlrals and procedures were cifective as of March 31, 2013,

‘There was no change in internal conirol over financial reporting identified in connection with the evaluation required by paragraph (d) of Rules
13a-15 or 15d-15 in the quarter ended March 31, 2013 that has materially affected, or is reasonably likely to materially affect, internal control
aver financial reporting, .
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PART IT — OTHER INFORMATION

[tem 6. Exhibits and Reports on Form 8-K.

a, Exhibits

3 Centiftcution required by Rule 13a-14(a) (17 CFR 240.13a- 14(a)) or Rule | 5d-14(a) (17 CFR 240.15d-14(a}).

31(2) Certilication required by Rule 13a-14(a) (17 CFR 240.13a-14(x)) or Rule 15d-14(a) (17 CFR 240.15d-14(a)).

341 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 Scction 1350
of Chapter 63 of Title 18 of the United States Code (18 U.S.C. 1350),

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 Scction 1350
of Chapter 63 of Title 18 of the United States Code {18 U.S.C. 1350).

LG1{INS) XBRL Instance Document

101(SCH) XBRL Schema Document

101(CAL) XBRL Calculation Linkbase Document

10{LAB) XBRL Labels Linkbase Document

104(PRE) XBRL Presentation Linkbase Document

101{DEF) XBRL Definition Linkbase Document

b. Reports on Form §-K
During the quarter ended March 31, 2013, Registrant filed the following reports on Form §-K:

(i)  Filing dated January 30, 2013 reporting under Item 2.02 and 9.01 a news release dated January 30, 2013 reporting results for the
fourth quarter of 2012,

(i Filing dated March 4, 2013 reporting under liem 5.02 reporting departure of directors or certain officers; appointment of certain
officers.

(ifiy  Filing dated March 8, 2013 reporting under Item 3,02 reporting compensatory arrangements of cerain officers.
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IGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalfl by the
undersigned thereunto duly authorized.

HESS CORPORATION
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By /s/ John B, Hess

JOHN B, HESS
CHAIRMAN OF THE BOARD AND
CHIEF EXECUTIVE OFFICER

By /s/ John P. Riclly

JOHN P. RIELLY
SENIOR VICE PRESIDENT AND
CHIEF FINANCIAL OFFICER

Date: May 9, 2013
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Exhibit 31(1)

CERTIFICATIGNS

I, John B. Hess, certify that:

L
2.

) have reviewed this quarterly report en Form 10-Q of Hess Corporation;

Based on my knowledge, this report does ot contain any untrue statement of a material fact or omit to state o material fact necessary o make the
statements made, in light of the circumstances under which such statements were made, not misleading with tespect 1o the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material rcqpc.ch the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this ceport;

The registrant’s other certifying officer(s) and [ are tesponsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(c) and 15d-15(¢)) and the internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

Q)]

(b)

{c}

(d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under eur 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;

Designed such internal control over financial reporting, or caused such interna! 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 accepied accounting principles;

Evaluated the cffectiveness 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

Disclased in this report any change in the registrant’s internal control over financial reporting that occurted 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

The registrant’s other certifying ofticer(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 dircetors (or persons performing (he equivilent functions):

(a}

(b}

All significant deficiencics and maierial weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s abitity to record, process, summarize and report financial information; and

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 /sf John B. Hess
JOHN B. HESS
CHAIRMAN OF TIIE BOARD AND
CHIEF EXECUTIVE QFFICER

Date: May 9, 2013



Exhibit 31(2)

I, John P, Riclly, certity that:

l.
2,

1 have reviewed this quarterly report on Form 10-Q of Hess Corporation;

Based on my knowledge, this report does not contain any untrue statement of & material fact or omit to state a matertal facl necessary Lo make the
statements made, in light of the circumstances under which such statements were made, not misleading with respeen to the period covered by this report;

Based on my knowledge, the {inancial 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;

The registrant’s other centifying officer(s) and | are responsible for establishing and maintaining disclosure eontrols and procedures (as defined in
Exchange Act Rules 13a-15¢c) and 15d-15(c)) and the internal control over financial reporting (as defined in Exehange Act Rules 13a-15(f) and 15d-
15(1)) for the registrant and have:

()

b

(¢}

(d)

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,

Designed such internal contro! 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 financiid reporting and the preparation of financial statements for external
purposes in accordance with generally accepled accounting principles;

Evaluated the effectivencss of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
cffectiveness of the disclosure cantrols and procedures, as of the end of the peried covered by this report based on such evaluation: and

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 Ascal quarter in the case of an annual repont) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certilying officer(s) and [ have disclosed, based on our most recent evaluation of intcenal control over financial reporting, 1o the
registrant's auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(2

{b)

All signiticant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely 1o ndversely affect the registrant’s ability to record, process, summarize and report financial infermation; and

Any fraud, whether or not material, that involves management or ather employees who have a significant role in the registrant’s intemal control
over financial reporting,

By /s/ John P. Rielly
JOHN P, RIELLY
SENIOR VICE PRESIDENT AND
CHIEF FINANCIAL OFFICER

Date: May 9, 2063




Exhibit 32(1)

CERTIFICATION PURSUANT TO
18 US.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In conncction with the Quarterly Report of Hess Corporation (the “Corporation™) on Form 10-Q for the period ending March 31, 2013 as fited with the
Securities and Exchange Commission on the date hereot (the “Report™), I, John B, Hess, Chairman of the Board and Chiet Exceutive Officer of the
Corporation, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant 1o Section 906 of the Sarbanes-Oxley Act of 2002, that;

(13 The Report fully complics with the requirements of Section |3(a) or 15(d) of the Securitics Exchange Act of 1934, as amended: and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and resulls of operations of the Corporation.

By /s/ Juhn B. Hess
JOHN B. HESS
CHAIRMAN OF THE BOARD AND
CHIEF EXECUTIVE OFFICER
Date:  May 9, 2013

A signed original of this written statement required by Section 906 has been provided to Hess Corporation and will be retained by Hess Corporation and
furnished to the Securities and Exchange Commission or its staff upon request.



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 Quarterly Report of Hess Corporation (the “Corporation™) on Form 10-Q for the period ending March 31, 2013 as filed with the
Sccurities and Exchange Commission on the date hereof (the “Report™), [, John P. Riclly, 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 comained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Corporation,

By /s/ John P. Riclly
JOHN P, RIELLY
SENIOR VICE PRESIDENT AND
CHIEF FINANCIAL OFFICER
Date: May 9, 2013

A signed original of this written statement required by Seetion 906 has been provided to Hess Corporation and will be retuined by Hess Corporation and
furnished to the Securities and Exchange Commission or its stalf upon request.



CERTIFICATE OF SERVICE

I hereby certify that this day [ served a copy of an Amendment to Hess Energy
Marketing, LLC’s Application upon the persons listed below in the manner indicated in
accordance with the requirements of 52 Pa. Code Section 1.54.

Via Email and/or First Class Mail

Tanya McCloskey, Esq. Robert M. Hovanec
Office of Consumer Advocate Peoples TWP LLC

5" Floor, Forum Place 205 N. Main Street

555 Walnut St., Butler, PA 16001
Harrisburg, PA 127120-1921 rhovanec@twphillips.com

tmcloskey@paoca.org

Carlos Thillet, Manager

John Evans Gas Supply and Transportation
Office of Small Business Advocate PECO

Commerce Building, Suite 1102 2301 Market ST,. S9-2

300 North Second St. Philadelphia, PA 19103
Harrisburg, PA 17101 Carlos.thillet@exeloncorp.com

jorevan{@pa.gov

Douglas Moser

Office of Attorney General Philadelphia Gas Works

Bureau of Consumer Protection 800 West Montgomery Ave,

Strawberry Square, 14™ F1. Philadelphia, PA 19122

Harrisburg, PA 17120 Douglas.moserfpgworks.com

Commenwealth of Pennsylvania David D. Wolford

Department of Revenue National Fuel Gas Distribution Corp.

Bureau of Compliance 6363 Main Street

Harrisburg, PA 17128-0946 Williamsville, NY 14221
wolfordd@natfuel.com

Robert Crocker

Valley Energy Inc. Lynda Petrichevich

523 South Keystone Ave. Peoples Natural Gas Company LL.C

Sayre, PA 18840-0340 375 North Shore Dr., Suite 600

rerocker{@ctenterprises.org Pittsburgh, PA 15212

Lynda.w.petrichevich@peoples-gas.com

David Beasten

UGI Central Penn Jerald Moody
2525 N. 12" St., Suite 360 Equitable Gas Company
Reading, PA 19612-2677 225 North Shore Dr.

Pittsburgh, PA 15212-5352

{L.0517873.1} 302620-05



Thomas C. Heckathorn

Columbia Gas of Pennsylvania, Inc.

200 Civic Center Dr.
Columbus, OH 43215

theckathorn{@nisource.com

Dated: July 12, 2013

{L0517873.1} 302620-05

N NS

Sarah C. Stoner, Esq.
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