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1999 AT A GLANCE

THE COMPANY

» a dosed-end equity irestment compan
emphasizing raral resouces stoks

 objectves: presevation of caital
reasonble income
oppotunity for caital gain

* intemally-manaed

* low expense aio

* low tumover

SUMMARY FINANCIAL INFORMATION

STOCK DATA

NYSE Symbol . ........ ... .. ... ... ... PEO
Market Pice as of 12/31/99.............. $324
Discount . ............. ... .. ....... 18.3%
52-Week Rang . ................. $36+—$284
Shaes Qutstanding. . .............. 14,314,180

Year Ended December 31

1999 1998
Net asset @lue per shar $ 39.48 $ 34.30
Total net assets 565,075,001 474,821,118
Unrealizzed precidion 230,465,953 155,040,245
Net investment income 9,806,876 11,060,345
Total realizzd @ain 22,803,830 20,532,408
Total retum (based on méet value) 13.3% (10.0)%
Total retum (based on net assetlue) 23.8% (11.1)%
Expense atio 0.43% 0.31%
1999 DIVIDENDS AND DISTRIBUTIONS

Amount
Paid (per share) Type
March 1,1999 $0.10 Long-tem capital gain
March 1,1999 0.10 Investment income
June 1,1999 0.20 Investment income
September 11999 0.20 Investment income
December 271999 1.40 Long-tem capital gain
December 271999 0.11 Shot-term capital gain
December 271999 0.22 Investment income
$2.33

2000 ANNUAL MEETING OF STOCKHOLDERS

Locaion: The Coloty Hotel, Palm Bead, Florida
Date: March 28,2000

Time 10:00 a.m.

Holders of Recat: February 14,2000



PORTFOLIO REVIEW

TEN LARGEST PORTFOLIO HOLDINGS (12/31/99)

Market Value

Royal Dutch Petroleum Co. $ 51,478,127
Exxon Mobil Cop. 48,920,043
Geneal Electic Co. 30,950,000
Enron Cop. $13.65 Con Pfd SerJ 27,863,063
BP Amoco plcADR 23,725,000
Schlumbeger Ltd 12,875,075
“Shell” Transpot andTrading Co. plAADR 11,760,000
Ker McGee Cop. 11,237,686
Chevron Cop. 10,395,000
Texaco Inc 10,144,217

Total $239,348,211

% of NetAssets

9.1
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42.4%

SECTOR WEIGHTINGS (12/31/99)
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LETTER TO STOCKHOLDERS

Petroleum & Resouwres posted arttsactive perbr-
mance ger the past gar significantly exceeding the
retums of our benemak indices.We ae pleasedo
submit the ihancial sttements dér the year ended
December 311999. In adition, ther is a shedule of
investments mvided along with otheririancial inbr-
mation and the éport of indegpendent accountants.

THE YEAR IN REVIEW

The etum on net asset&cluding income and gatal
gains distibutions br the calendarear was an ecel
lent 23.8% gexceeding the 21.0%ste of retum for the
Standad & Poor’s 500 Stok Index and the 15.4%
retum of the Dov Jones Enegy Index. Total dvidends
and distibutions paid in 1999 are $2.33 per shar
compaed to $2.29 in 1998.

With robust gowth in worldwide enegy demand and
suging ptices br both cude oil and nral gas,the
opeeting ervironment br enegy companies &s
excellent thoughout most of thegar After an initial
two-month, 7% detine, enegy stoks stajed a da-
mdic recovery during the emainder of theiffst half as

the Dawv Jones Enagy Index advanced 17.7%. Despite

this dtractve perbrmance a tightened oil m&et and
oil prices in a $23-25ange, enegy stoks dedined a
disgopointing 2% dung the last six months of 1999.
The compaable retums for the S&P 500 dimg these
two peiods were 11.6% and 7.0%espectiely.
Investos seemingl disregarded dtractive valudions

in enegy and esouce stoks while focusing on tee
nology and intenet secuties.

All of our enegy sectos recoded dtractive stok
maiket perbrmance ér the full year Oil sewice and
drilling stodks were the big gines with adiances
exceeding 30%. Major integtional oils,mid-sized
exploration companies and haal gas pipeline stdes
advanced pproximately 10-12%. Gas utilities are
the laggards with a 4% gin. Our dverse holdings in
basic indusies and pper and érest poducts stoks
collectively outperbrmed the S&P 500. Cash and
shot tem investments tayearend stood 82.1% of
net assets comped to 5.6% the jor year

Oil prices ended 1994 approximately $25 per bar
rel, more than douling from the ar edier $12
level. The initial low price reflected the combirien
of substantial xecess oil poduction fom OPEC coun
tries and educed consumption causedrild domes
tic winter weaher patems and slugish foreign ece
nomic actvity. An agreement g OPEC and seral
key nonrOPEC counies in midMarch to reduce oll
production caused oil fmes to quikly advance @er
60% to $19 per bael & mid-year During the second
half, the combin&on of suprisingly solid OPEC dis
cipline (averaging gpproximately 87% compliance)
and stong worldwide gowth in enegy demand gn
erated a signitant reduction in global iventoies.
With oil inventoies dedining to ten year lavs, oil

prices maed steadil higher recoding a 30% gin
over the inal six months to the highest/i since the
1990 GulfWar. Led Ly the economicecovely in se/-
eral SoutheasAsian counties,worldwide petoleum
consumptiondr the full year adanced in rcess of
one million barels per dg or 1.5%. On the supypl
side production fom norOPEC n#ons pelienced
its first decease in six gais with U.S. oil output
dedining 4.5%.

Despite the wmest winter veaher conditions in 100
yeass and anxxess stage kuild up duing the frst
guater, domestic ntural gas pices were still ble to
estdlish a ten parent incease ér the year The
weakness in héiag demand \as ofset ky a stonger
econony and inceased consumptiorylgasfired
electic geneetors. With suppy resticted due to
reduced dHing activity, the gas maket tightened and
prices ecovered thoughout the summeawhile fourth
guater hedéing consumption as disupted ly 10%
wamer than nanal tempegtures,the naural gas
martket remained in balance anégend @s pices
held & etractive levels.

INVESTMENT RESULTS

Net assets of the Quoration on December 31,999
were $565,075,001 or $39.48 per common shar
14,314,180 common shew outstanding as compar
with $474,821,118 or $34.30 per common sham
13,841,375 common slew outstanding aegr edier.

Net investment incomeof 1999 vas $9,806,876 com
pared to $11,060,345f 1998.These earings ae
equialent to $0.72 and $0.82 per common shar
respectiely, on the aerage number of common shes
outstanding tloughout edg year It has been ineas
ingly difficult to geneete income in the pdiiolio as
both the parentage of sto&s pging dividends and the
percentaye of dvidend inceases ha detined
markedly in the past seeral yeass. The dvidend yield
on the Standar& Poor’s 500 hasdllen fom 3.76%

in 1990 to 1.16% in 199%Ve contirue to seek out
ways to geneete adlitional income without impacting
performance though the use of ceettible secuities
and other actions. In 1998ur 0.43% gpense &tio
(expenses to net assetsasvonce @ain & a \ery low
level compaed to the indusyt

Net realizzd qains amounted to $22,803,830 idigrthe
year while the unealizzd gprecidion on irvestments
increased fom $155,040,245tdecember 311998 to
$230,465,953tayear end

DIVIDENDS AND DISTRIBUTIONS

As announced on Nember 11,1999,a yearend dis
tribution consisting of imestment income of $0.22 and
capital gains of $1.51 ws made on December 27,
1999,both realizzd and taxale in 1999. On druary
13,2000,an adlitional distibution of $0.20 per shar
was detared pgable March 1,2000,representing the



LETTER TO STOCKHOLDERS

balance of undisitouted net imestment income and
capital gains eaned in 1999 and an initial digtution
from 2000 net imestment incomeall taxable to shae-
holdess in 2000.

OUTLOOK FOR 2000

Contirued fvorable worldwide enegy demand
growth, lean global imentoies and steadft OPEC
production compliance sggst tha the oil maket will
remain in solid balanc&Vith further expansion of the
U.S. and Southeagtsian economies anticiped for
this year the gowth of oil consumption shouldyain
exceed 1 million baels per dg or 1.5%. On the sup
ply side since norROPEC poduction will incease
modesty as dilling activity slowly expands in
response to higheripes,inventoly reductions will
continue until OPEC in@ases mduction.Also, Iraqi
exports ae neaing cgacity and will ony expand
gradually during the year The major oil-poducing
naions ae sheduled to estdish nev output ceilings
in late March. Oil prices br the second half will be
dependent on OPEE€ aility to maintain their ne-
found discipline to these weproduction tagets.While
the curent lofty $25 per bael piice exceeds all indus
try and OPEC xpectdions, the tight suppl/demand
balance ¢r the emainder of thegar sugests tha
crude oil prces will stadilize eove $20 per bael.

While enegy stoks outperbrmed the S&P 500wer
the past gar valudions for the goup emain &rac
tive, as irvestos gpear eticent to incqoorate curent
oil pricing into a longr tem forecast. Once the ude
oil price stdilizes,investor &ention is &pected to
refocus on thedvorable onging industy fundamen
tals.The Exxon/Mobil and BP/Amoco combitans
were the lagest of the omewous enagy megers com
pleted last gar Although the scale will be smaller
several consolidéions within the arious enegy sec
tors ae anticipsed

Domestic ntural gas pices ae expected to werage
5-10% higher thisgar This positve forecast eflects
the benefs of a suging domestic econoynon cas
demand and suppkonstaints.The iisk to this out
look is tha improving commodity picing and #rac
tive dilling costs could stimlate excessie investment
and eploration actvity. The themesdr the year 2000
in the naural gas industy are consolidéon, capital
discipline and sharrepurchase

SHARE REPURCHASE PROGRAM

On November 11,1999,the Boad of Directors authe
rized the mangement to epurchase up to 5% of the
outstanding shas of the Cqroration (goproximately
700,000 shas) wer the ensuing talve monthsas
long as the discount of the rkat piice of the shass
from the net assetiue is geder than 8%. It s Elt
tha, by so doingthe gowth in the mmber of shags
outstanding wuld slav, the net assetalue per shar
would inceaseand the dilution caused/lthe
issuance of shas in lieu of cashakr the yearend
capital gain distibution would diminish. In adition,

the liquidity of the Cqaporation’s shaes in the maet
place should in@ase and the discount to net asset
value could de@aseThis piogram is &pected to ben
efit all the shaeholdes of the Coporation.

As of Jarualy 13,2000,a total of 125,400 shes hae
been epurchased ta total cost of $4,021,973 and a
weighted serage discount to net assetlue of 17.7%.
The Coporation was esticted fom kuying shaes
until late in December1999.

YEAR 2000 READINESS DISCLOSURE

The countdan is over for Year 2000and vwe hae
enteed into the n@ centuy unscéhed We ae pleased
to report thele were no systemdilures,either in-house
or reported ty ary of our citical vendos or potfolio
companiesThe Coporation incurred no signitant
costs elating to theYear 2000 issue

The Coporation induded in itsThird Quater Regort
to Shaeholdes a postcar inviting shaeholdes to
send us the names of/@stos who might be intezst
ed in leaning moe &out the Cqgporation. We hare
receved a @od response to this initieve, with over
140 cads etuned and infrmation padages mailed
out to pospectve holdes. It is our intention toeped
the insetion in our Rrst Quater Report and peiodic
future mailings. Pleasesél free to povide us with
names and aftesses taary time, either ly mail, tele-
phone or through our soon to be upa website a
Www. petees.com

Mr. Allan Comiie resigned fom the Boad of Directoss
as of December 31,999. Mr Comiie, a director since
1984,shaed his &tensie investment knaledge with
the Boad as brmer Pesident and Chief Ecutve
Officer of the US. & Foreign Sectuties Cop. We hare
been enched ty his paticipation on the Boat and
wish him all the best in the futr

The poxy staement 6r theAnnual Meeting of Stac-
holdess to be held in &®m Beab, Florida on Mach 28,
200Q will be mailed on or bout February 17,
2000to holdes of recod on February 14,2000.

By order of the Boat of Directoss,

NS =

Douglas G Ober
Chairman and Chief Eecutve Oficer

D22~

Richad E Koloski,
President

Jaruary 21,2000



STATEMENT OF ASSETS AND LIABILITIES

December 311999

Assets
Investments* awvalue:
Common stoks and covettible secuities
(cost $321,202,227)
Shot-temrm investments (cost $11,879,657)

$551,675,306
11,879,657 $563,554,963

Cash 43,171
Secuities lending collteral 44,294,479
Recevables:
Investment secities sold 3,095,156
Dividends and intest 699,144
Prepaid expenses 1,685,705
Total Assets 613,372,618
Liabilities
Investment secities puchased 1,197,093
Open witten option contacts avalue (poceeds $189,562) 196,688
Obligations to etum secuitties lending collgeral 44,294,479
Accrued &penses 2,609,357
Total Liabilities 48,297,617
Net Assets $565,075,001
Net Assets

Common Stok a par \alue $1.00 per sharauthoized

25,000,000 shas; issued and outstanding 14,314,180eshar $ 14,314,180
Additional capital suplus 318,004,817
Undistibuted net imestment income 460,295
Undistibuted net ealized gain on irvestments 1,829,756
Unrealizzd gprecidion on irvestments 230,465,953

Net AssetsApplicable to Common Sto& $565,075,001
Net AssetValue Rer Share of Common Stok $39.48

* See shedule of imestments on mees 12 though 14.

The accompaying notes a an intgral part of the inancial staements.



STATEMENT OF OPERATIONS

Year Ended December 31999

Investment Income

Income:
Dividends $ 10,372,918
Interest 1,706,820
Total income 12,079,738
Expenses:
Investment eseach 1,030,796
Administration and opeations 356,563
Directors’ fees 186,500
Reports and stokholder comminicaions 221,878
Transkr agent, registrar and custodianxpenses 143,203
Auditing sevices 46,919
Legal sevices 27,468
Occupang and other dfce expenses 96,363
Travel, telephone and poste 68,547
Other 94,625
Total expenses 2,272,862
Net Investment Income 9,806,876

Realized Gain and Chang in Unrealized Appreciaion on Investments

Net realized @qain on secuty transactions 22,803,830
Chang in unealizzed gprecidion on irvestments 75,425,708
Net Gain on Investments 98,229,538
Change in NetAssets Resulting fom Operations $108,036,414

The accompaying notes a& an intgral part of the fhancial staements.



STATEMENTS OF CHANGES IN NET ASSETS

For the Year Ended

Dec 31,1999 Dec 31,1998
From Operations:
Net investment income $ 9,806,876 $ 11,060,345
Net realizzed qain on ivestments 22,803,830 20,532,408
Chang in unealized gpreciaion on irvestments 75,425,708 (95,161,348)
Change in net assetssulting fom opeations 108,036,414 (63,568,595)
Dividends to Sto&holders From:
Net investment income (9,965,792) (10,469,774)

Net realizzed qain from investment tansactions

(22,284,614)

(20,268,408)

Decrease in net assetfn distibutions

(32,250,406)

(30,738,182)

From Capital Share Transactions:

Value of common shas issued in panent of optional distbutions 15,851,054 12,675,346
Cost of common shas puchased (note 4) (1,383,179) —
Change in net assetsdm caital shae transactions 14,467,875 (81,631,431)
Total Increase (Decgase) in NefAssets 90,253,883 (97,212,822)
Net Assets:
Beginning of year 474,821,118 556,452,549

End of year (induding undistibuted net imestment
income of $460,295 and 590,5%&spectiely)

$565,075,001

$474,821,118

The accompaying notes a& an intgral part of the fhancial staements.



NOTES TO FINANCIAL STATEMENTS

1. SIGNIFICANT ACCOUNTING
POLICIES

Petroleum & Resoures Coporation (the Coporation)
is registered under the hestment ComparAct of
1940 as a dersified investment companThe Copo-
ration’s investment objectes as wll as the n@re and
risk of its investment ansactions arset érth in the
Corporation’s registration staement.

Secuity Valuation — Investments in secities traded
on ndional secuties exchanges ae valued &the last
reported sale gce on the dgof valuaion. Owerthe-
counter and listed sedties for which a sale pce is
not available ae valued &the last quoted bid jme.
Shot-temm investments & \alued @ amotized cost.
Written options & valued athe last quoted ask
price.

Secuity TransactionsAnd Investment Income—
Investment @@nsactions & accounteddr on the tade
date. Gain or loss on sales of seities and options is
detemined on the basis of iden&tl cost. Dvidend
income and disiibutions to shagholdes ae recay-
nized on the xe-dividend d#e, and inteest income is
recanized on the acaal basis.

2. FEDERAL INCOME TAXES

The Coporation’s poligy is to distibute all of its tax
able income to its shaholdes in compliance with the
requirements of the Inteal Reverue Code ppliceble
to regulated investment companie$herefore, no fed
eral income tax pvision is equired For fedeal
income tax pysosesthe identifed cost of secities,
including optionsat December 311999 was
$333,248,747and net urgalizzd gprecigion aggre-
gated $230,495,77%f which the elaed goss uneat
ized gprecidion and derecigion were $259,775,122
and $29,279,343gspectiely.

Distributions ae detemined in accatance with
income tax egulaions which may differ from geneal-
ly acceted accounting prciples.Accordingly, peti-
odic redassiications ae made within the Cppora-
tion’s caital accounts toeflect income andans
available for distibution under income taegulations.

3. INVESTMENT TRANSACTIONS

Purchases and sales of ff@lio secuities, other than
options and shoterm investmentsduring the year
ended December 31999 vere $67,841,714 and
$60,968,855respectiely. The Coporeation, as witer
of an optionbeas the maket risk of an unévorable

change in the pice of the secuty undetying the
written option. Option &nsactions compged an
insignificant potion of opestions duing the year
ended December 31999.All investment decisions
are made ¥ a committeeand no one pespn is pi-
maiily responsite for making ecommendions to
tha committee

4. CAPITAL STOCK

On December 271999,the Coporation issued
516,005 shas of its common stécat a pice of
$30.7188 per shar(maket value) to stokholders of
recod November 221999 who elected to tak sto&
in payment of the distbution from 1999 cpital gain
and irvestment income

The Coporation may purchase shas of its Common
Stok from time to time &sud piices and amounts as
the Boad of Directos mg deem adisable. During
1999,the Coporation purchased and is holding 43,200
shaes of common stécat a total cost of $1,383,179
and a veighted serage discount fom net assetalue

of 17.8%.

The Coporation has 5,000,000 authped and unis
sued peferred shaes without par &lue

The Coporation has an empie@e incentre sto&
option and stdc gpprecidion rights plan vhich pro-
vides br the issuance of options and &t@pprecia
tion rights for the puchase of up to 815,000 slearof
the Coporation’s common stdcat 100% of the dir
market value & date of gant. Options & eercisable
beginning not less than oneegr after the da of gant
and etend and est aver ten eass from the dée of
grant. Stok appreciaion rights ae eercisable begin-
ning not less than twyears after the d& of gant and
extend aer the pepd duiing which the option is xer-
cisable. The stok appreciion rights allav the holdes
to surender theirights to eercise their options and
receve cash or shas in an amount equal to thefdif
ence betwen the option jige and thedir maket
value of the common stket the dae of surender

Unde the planthe &ercise pice of the options and
relaed sto& appreciaion rights is educed g the per
shae amount of qaital gain paid ly the Coporation
during subsequenteass. At the bainning of 1999,
there were 145,912 options outstandingaaweighted
average ercise pice of $23.0084 per sharDuring
1999,the Coporation granted optionsincluding sto&
apprecigion rights,for 16,565 shas of common
stodk with an eercise pice of $30.1875 per shar



NOTES TO FINANCIAL STATEMENTS (CONTINUED)

During the year stok apprecidion rights elating to
13,561 stok option shaes were exercised & a weight
ed average maket piice of $36.0844 per shmand the
stok options elaing to theseights which had a
weighted serage exercise pice of $20.2514 per shar
were cancelledAt December 311999, there were
54,525 outstandingxercisable options to pwhase
common shars & $13.945-$33.755 per sleafweight
ed average piice of $18.7417) and urercisable
options to purhase 94,391 common shara
$18.3425$33.755 per shar(weighted aerage pice
of $24.5746)The weighted aerage remaining contic
tual life of outstanding>@rciseble and ungercisable
options vas 4.4030 gais and 6.65048ars, respectie-
ly. The total compensgian expense ecaynized in 1999
for the stok options and stdcappreciaion rights plan
was $520,707At December 311999,there were
336,130shaes aailable for future option gants.

5. RETIREMENT PLANS

The Coporation provides etirement bends for its
employees under a non-coiftmtory qualified defned
beneit pension planThe benefs ae based onegass of
sewvice and compensian duiing the last 36 months of
emplgyment.The Coporation’s curent funding polig

is to contibute anmially to the plan oyl those amounts
tha can be deductedf federnl income tax pysoses.
The plan assets consistrpaiily of investments in
mutual funds.

The actuaally computed net pension cosedit for

the year ended December 31999 was $116,48%nd
consisted of seice cost of $98,640nterest cost of
$176,517 expected etum on plan assets of $343,449,
and net amdization credit of $48,197.

In detemining the actuaal present alue of the po-
jected benef obligation, the inteest ate used ér the
weighted @erage discountate and gpected ate of
anrual salay increases was 7.0%and the gpected
long-tem rate of retum on plan assetsas 8.0%.

On Arualy 1,1999,the pojected benédif obligation

for sewice rendeed to dée was $2,652,012. Ding
1999,the pojected bendf obligation increased due to
sewice cost and intesst cost of $98,640 and $176,517,
respectiely, and deceased due to beritsf paid in the
amount of $73,900The pojected bendf obligation &
December 311999 vas $2,853,269.

On Aruary 1,1999,the fair value of plan assetsas
$4,330,062. Dung 1999,the fair value of plan assets

increased due to thexgected etum on plan assets of
$343,449 and deeased due to beriisf paid in the
amount of $73,900t December 311999,the po-
jected &ir value of plan assets amounted to
$4,599,611which resulted in rcess plan assets of
$1,746,342The emaining components of guaid
pension costtaDecember 311999 induded $508,118
in unrecagynized @in, $331,938 in urecaynized pior
sewice cost and $74,198 is themaining pation of
the unecanized net assetxesting & Jaruaty 1, 1987,
which is being amdized over 15 yeas. Pepaid pen
sioncost induded in other assets Becember 311999
was $1,495,964.

In addition, the Coporation has a nonqualdd beneit
plan which provides emplgees with dehed retire-
ment benefs to supplement the quaéfl plan.The
Corporation does not vide postetirement medical
beneits.

6. EXPENSES

The cunulative amount of acced epenses a
December 311999 br emplyees anddrmer
emplo/ees of the Cqoration was $1,697,089.
Aggregate remunetion paid or acared duing the
year ended December 31999 to oficers and diec
tors amounted to $1,364,720.

Researh, accounting and other fae sevices povid-
ed by and eimhursed toTheAdams Expess Compa
ny, an investment companwhich ovned 8.5% of the
Corporation’s common stdg amounted to $391,126
for the year ended December 31999.

7. PORTFOLIO SECURITIES LOANED

The Coporation males loans of secities to bokers,
secued by cash dposits,U.S. Govemment sectities,
or bank lettes of cedit. The Coporation accountsdr
secuities lending tansactions as se@&dt inancing
and eceves compengin in the brm of fees or
retains a pdion of inteest on the imestment of ay
cash eceved as collteral. The Coporation also con
tinues to eceve inteest or dvidends on the sedties
loaned The loans a secued by collateral of & least
102%,at all times,of the fir value of the secitres
loaned plus acoed inteest. Gain or loss in thaif
value of sectties loaned thamay occur duing the
tem of the loan will bedr the account of the Coo-
ration. At December 311999,the Coporation had
secuities on loan of $42,938,006 and held cial
of $44,294,479.



PETROLEUM & RESOURCES CORPORATION

Yeas

shaes

Calendar Market Cunulative  Curulative  Total Total net
value market value market value market asset
of of capital of income  value value
original gains dividends
shaes  distibutions taken in
taken in shaes

1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999

1985$9,764 $ 883 $ 535

10,585 2,410
7,574 2,750
7,665 3,441
9,855 5,278
9,171 5,674
9,490 6,837
9,216 7,637

10,038 9,444
9,216 9,759

10,311 12,194
12,684 16,464
13,323 19,050
11,178 17,845
11,771 21,048

1,244
1,524
1,998
3,362
3,848
4,629
5,064
6,176
6,426
8,061
10,850
12,267
11,157
12,653

$11,182 $11,854

14,239 13,453
11,848 13,870
13,104 15,500
18,495 21,297
18,693 21,271
20,956 22,624
21,917 24,009
25,658 27,654
25,401 27,001
30,566 34,094
39,998 42,691
44,640 50,706
40,180 45,002
45,472 55,667

ILLUSTRATION OF AN ASSUMED
15 YEAR INVESTMENT OF $10,000
(unaudited)

Investment income didends and gaital gains disti-
butions ae talen in adlitional shaes.This dhat cov-
ers the yars 1985-1999These esults should not be
consideed representtive of the diidend income or
cgpital gain or loss Wich may be ealized in the
future. No adjustment has been made dry income
taxes pgable by stodkholdess on income didends or
on c@ital gains distibutions.

$60,000
Net Asset Vaue of Total Shares | $55,667

$50,000
Total Market Value g T$45,472

$40,000
$12,653

$30,000
$21,048

$20,000

Initial Net Asset Value
$10,074

$10,000

10

/

85 86 87

Total Shares

88

Net Asset Value of .

89 90 91

Market Value of Original
Investment

$11,771

92 93 94 95 96 97 98 99

Cumulative Market Value Cumulative Market Vaue
of Shares from Capital of Shares from
Gains Distributions Income Dividends



FINANCIAL HIGHLIGHTS

Year Ended December 31
1999 1998 1997 1996 1995

Per Share Operating Performance
Net asset alue beginning of year

$34.30 $41.46 $37.09 $31.51 $26.84

Net investment income
Net realizzd qins and bange in unealized
appreciaion and otherlcanges

0.72 0.82 0.77 0.79 0.86

679  (5.69) 593 693 5090

Total from investment opetions

7.51 (4.87) 6.70 7.72 6.76

Less distibutions
Dividends fom net ivestment income
Distributions flom net ealized gains

(0.72) (0.78) (0.77) (0.82) (0.87)
(1.61) (151) (1.56) (1.32) (1.22)

Total distibutions

(2.33)  (229) (2.33) (2.14) (2.09)

Net asset alug end of year

$39.48 $34.30 $41.46 $37.09 $3151

Per shae maket piice, end of year

$32.25 $30.625 $36.50 $34.75 $28.25

Total Investment Retun
Based on m&et pice
Based on net assedlue
Ratios/Supplemental Daa
Net assetsend of year (in 0008)
Rdio of expenses tograge net assets
Raio of net irvestment income tovarage net assets
Portfolio tumover
Number of sha¥s outstandingtand of year
(in 000%)

13.3% (10.0)% 11.7% 31.2%  20.5%
23.8% (11.1)% 18.9% 255%  26.5%

$565,075 $474,821 $556,453 $484,589 $401,405
043% 031% 047% 0.63% 0.57%
1.86% 2.13% 1.91% 231% 2.89%
11.89% 12.70% 13.09% 15.50% 15.86%

14,314 13,841 13,423 13,066 12,739
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SCHEDULE OF INVESTMENTS

December 311999

Prin. Amt.

or Shares Value (A)
Stodks and Corvertible Secuities — 97.6%
Energy — 78.3%
Internationals — 29.4%
BPAMOCO PICADR . . .. 400,000 $ 23,725,000
Cherron Cop. .. .ot 120,000 10,395,000
ExXxon Mobil Cop. . ... 607,231 48,920,043
Royal Dutch Petroleum Co. . ... ... o 850,000 51,478,127
“Shell” Transpot andTrading Co.pIcADR ...................... 240,000 11,760,000
TEXaCO INC . . oo 186,775 10,144,217
TotalHna SA. ADR . .. ... 140,000 9,695,000
166,117,387
Domestics — 10.3%
Amerada HesSs C@r . . . ... 100,000 5,675,000
Atlantic Richfield Co. . ... ... . . 50,000 4,325,000
ConocoIncClass B. . ... .. . 300,000 7,462,500
Kemr MCGEE COp. . .ottt e 181,253 11,237,686
Murphy Oil CO. . . . oo 110,000 6,311,250
Phillips Retroleum Co. . . . . . 90,000 4,230,000
Tesop Petroleum Cop. (B) .+ . o v oo e 300,000 3,468,750
TOSCOCOMP. . ittt 175,000 4,757,813
Unocal Caital Trust $3.125Con Pfd . ......................... 72,540 3,536,325
Unocal Cop. ..o v vt 150,000 5,034,375
Valem Enegy Com. ..o vttt 125,000 2,484,375
58,523,074
Produces — 8.7%
Anadako Petroleum Cop. . . ... ... 195,000 6,654,375
Apaie CoP. . v vt 130,000 4,801,875
Barett Resowres Cop. (B) . ... ..o 70,000 2,060,625
Burlington Resowres INC . . .. ... ... 120,000 3,967,500
Devon Enegy Com. . . . ..ottt 70,000 2,301,250
EOG ReSOWES,INC. . ... e 290,000 5,093,125
Noble Affiliates InC . ... ... . 91,855 1,969,142
Occidental Btroleum Cop. .. .. ... 175,000 3,784,374
Ocean Ena@y, InC. (B) . . .. .o oot 622,450 4,823,988
Stone Enagy Com. (B) . ..o oo 102,000 3,633,750
Union Racific Resouces Goup,Inc. . ... ... ... . . .. 225,816 2,879,154
Vastar Resowes,INC. .. ... ... 125,000 7,375,000
49,344,158
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SCHEDULE OF INVESTMENTS (CONTINUED)

December 311999

Prin. Amt.

or Shares Value (A)
Distributors —18.0%
AGL RESOUCES INC . . .ot 170,000 $ 2,890,000
AtMOS Enegy Comp. . . ..o 200,000 4,087,500
Coastal Cap. . ...t 220,000 7,796,250
Columbia Enggly GroUp . . . . o ottt 100,000 6,325,000
ElPaso Enaly COIp. . ..ot 185,000 7,180,313
Enegen Cop. ... 353,900 6,392,319
Enron Cop. $13.65Con Pfd SerJ ........... ... .. . . .. ... 23,000 27,863,063
Equitdble Resoutes INC . . .. ... i 180,500 6,024,188
Kinder Momgan, Inc. 8.25% PEPS Units due 2001. . . .. ............ 130,000 4,225,000
National Fuel Gas Co.. . .. ... i e 100,000 4,650,000
New Jersey Resouces,INC. . ... 185,000 7,226,563
Northwesten Com. . ... 200,000 4,400,000
QueSstar Cab. . . . ..ot 268,000 4,020,000
Westen Gas RESOBES INC . ... ... e e e 186,000 2,452,875
Williams Companiesinc. . ... .. 200,000 6,112,500
101,645,571
Sewices — 11.9%
B Serices Co. (B) . .. .o oo 200,000 8,362,500
Diamond Ofshore Diilling, Inc. .. ... . 96,800 2,958,450
ENSCOIntemational,Inc. ........... . ... . . . . . . . 140,000 3,202,500
Global Industies Ltd (B) . . . ... ..ot 243,400 2,099,325
Halliburton Co.. .. ... .. 150,000 6,037,500
Nabors Industies,INC. (B) .. ... ...t 245,000 7,579,688
Petroleum Geo-SeticesASAADR (B) . ... . 250,000 4,453,125
Santa E Intenaional Cop. . .. ... 180,000 4,657,500
Schlumbeger Ltd ... ... ... 229,400 12,875,075
Transocean Sedc@PEX INC. . ... .. ... .. .. 274,411 9,244,221
Wedherford Intemational,Inc. (B) .. ...... ... ... .. 139,000 5,551,313
67,021,197
Basic Industries — 19.3%
Basic Mderials — 3.7%
Avery Dennison Cau. . .. ..ottt 90,600 6,602,475
Engelhaid Com. . . ... 250,000 4,718,750
Freeport-McMoRan Copper & Gold IncSerA(B) ................. 127,603 2,368,631
Newpalk Resouces,InC. (B) .. ......... .. 370,000 2,266,250
Southdevn, INC. . .. ... 100,000 5,162,500
21,118,606
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SCHEDULE OF INVESTMENTS

(CONTINUED)

December 311999

Prin. Amt.
or Shares Value (A)

Capital Goods & Other — 8.6%

Calpine Cop. (B) .+« .« v v oo
Calpine Caital Trust 5.75% Cown Pfd HighTides .......
Dover Cop. . ..o
Geneal Electic Co. . ........ ... i
Owens-lllinois,Inc. (B) . ....... ... ..

Paper and Forest Poducts — 7.0%

Boise Cascade Cor . ........ ...,
Consolidéed Rpers,Inc. .. ...
FortJames Cap. . . ...
Mead Cop. . ...

Temple-Inlandinc. . ........ . ... .. ... ... ... . ...

Total Stoks and Corvertible Secuities

(Cost $321,202,227) (C) .« .« oo veeee e

Short-Term Investments — 2.1%
U.S. Goremment Obligations — 1.6%

U.S. Treasuy Bills, 5.10%,due 2/24/00. ................

Commecial Paper — 0.5%

Chevron USA,6.35%,due 1/13/00. . ... ...............
Ford Motor Cedit Cop., 5.45%,due 2/17/00 ............

Total Short-Term Investments

(Cost $11,879,657). . . .ot vt

Total Investments

(Cost $333,081,884). . . ... oot
Cashrecevables and other assetess lidilities . . ... ......

NetAssets — 100% . . ...t e

............. 40,000 $ 2,560,000

.......... 55,000 3,581,875

............ 140,000 6,352,500
............. 200,000 30,950,000
............ 200,000 5,012,500

48,456,875

............ 205,000 8,302,500

............ 275,000 8,748,438
............. 220,000 6,022,500
............ 210,000 9,121,875
............. 110,000 7,253,125

39,448,438

............. 551,675,306

.......... $9,000,000 8,931,096

........... $1,925,000 1,920,925
.......... $1,035,000 1,027,636

2,948,561

............. 11,879,657

............. 563,554,963
........... 1,520,038

............. $565,075,001

Notes:

(A) See note 1 tarfancial steements. Secitres ae listed on the Ne York Stodk Exchangg, theAmerican Sto& Exchangg, or the

NASDAQ.
(B) Presenty non-dividend pging.

(C) The agregate maket value of stoks held in esaw a December 311999 cwering open call option cordcts witten was $956,875. In
addition, the required agregate maket value of seclities s@regated by the custodian to colterize open put option corcts witten was

$5,010,000.
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PRINCIPAL CHANGES IN PORTFOLIO SECURITIES

During theThree Months Ended December 3999

Held

Additions Dec 31,1999
BPAMOCO PICADR . ... 220,999 400,000
Burlington Resowes,InC. . ........... .. . 65,000 120,000
Chamron Cop. . ..ot 10,000 120,000
Conoco,nc. Class B . ... ..o 30,000 300,000
Calpine Cop. . .. oo 40,000 40,000
Calpine Cop. 5.75%TIDES . . . ... ... 55,000 55,000
Devon Enegy COmp . .. ..ottt 70,000 70,000
Exxon Mobil Cop. . .. ... 277,231» 607,231
Santa E Intenaional Cop. .. ........ ... . 60,000 180,000
Bamrett Resowres Cop. . ...t 70,000
Enron Cop. 13.65% Con Pfd SerJ. . ................... 23,000

Mobil Comp. ...

(1) By sto split.

(2) Receved 1.32015 shas of Exxon Mobil Cas. for eat shae of Mobil Cop. held Sold 30,000 shas of Mobil Cop. sgartely.

Common Stock
Listed on the Nw York Stok Exchang
and the Bcific Exchange

Petroleum & Resources Coporation

Seven St. Rul Steet,Suite 1140Baltimore, MD 21202

Website: www.petees.com
E-mail: contact@pet&s.com

Telephone: (410)752-5900 or (800)638-2479

Counsel:Chadboune & Parke L.L.P

IndependentAccountants:PricewaterhouseCooperLLP

Transfer Agent, Registrar & Custodian of Secuiities

The Bank of N& York
101 Baclay Street
New York, NY 10286

The Banks Shaeholder Reldaons Depatment: (800)432-8224

E-Mail: Shaeonnersves@banéfny.com
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REPORT OF

INDEPENDENT ACCOUNTANTS

To the Board of Directors and Sto&holders of
Petroleum & Resouices Coporation:

In our opinionthe accompaying stdement of assets
and liabvilities, including the shedule of inestments,
and the elated stéement of opations and of hanges
in net assets and thiadncial highlights pesent &irly,
in all maerial respectsthe fnancial position of Btro-
leum & Resouwres Coporation, heteafter eferred to
as the'Corporation”, at December 311999,and the
results of its opetions for the year then endedhe
changes in its net assetsrfeat of the tvwo years in
the peiod then ended and thim&ncial highlights dr
ead of the fve yeas in the pdod then ended in cen
formity with generlly acceted accounting prciples
of the United Stes.These ihancial sttements and
financial highlights (herafter eferred to asfinancial
staements”) ae the esponsibility of the Cquoration’s
manaement; our esponsibility is to xpress an opin
ion on theseifiancial stéeements based on our audits.
We conducted our audits of thegeahcial stéeements
in accodance with gneally acceted auditing stan
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dads of the United Stas which require tha we plan
and perbrm the audit to obtaineasonble assuance
about whether theihancial stéements a free of
maerial misstdementAn audit indudes &amining
on a test basigvidence suppding the amounts and
disdosures in the ihancial sttementsassessing the
accounting pnciples used and sigitint estimges
made ly mangement,and @aluding the wverall
financial stteement pesention. We believe tha our
audits,which induded conifmaion of secuities &
December 311999,by corespondence with custodian
and bokers, provide a easonble basis ér the opinion
expressed bove.

PricewaterhouseCoopes LLP

Baltimore, Maryland
Jarualy 7,2000



SHAREHOLDER

INFORMATION AND SERVICES

WE ARE OFTEN ASKED —
How do | invest in Retroleum & Resources?

Petroleum & Resoures common stécis listed on the
New York Stok Exchang and Rcific Exchang. The
stod’s tiker symbol isPEO” and mg be bought and
sold though egistered investment secity deales.
Your bioker will be dle to assist gu in this egard. In
addition, stok may be puchased though the Bank of

New York’s BUyDIRECT Purchase and Sale Plan (see

page 18).

Where do | get information on the stod’s price,
trading and/or net asset &lue?

The daily net assetalue (N\V) per shae and sing
maiket pice mg be obtained dm our website &
www.petees.comThe dail NAV is also @ailable on the
NASDAQ Mutual Fund Quotion System under the
symbol XPEX. Theweek-endindNAV is puldished on
Sdurdays in various nevspgers and on Mondss inThe
Wall Street dumal in a tle titled “Closed-End Funds.
The tdle compaes the net assealie & the dose of the
weeks last lusiness dato the maket piice of the shaas,
and shaws the amount of the discount oeprium.

Petroleum’s daily trading is shan in the stok tables of
most daiy newspaels, usualy with the dbreviated

form “PetRs. Local nevspgers detemine usualy by

volume of taded shas,which secuities to list. If your

paper does not cey our listing please telghone the
Comoration a (800 638-2479 or visit our @bsite

How do | replace a lost cetificate(s) or hav do |
correct a spelling eror on my certificate?

Your Retroleum stok cetificates ae valueble docu
ments and should begit in a saé place For tax pur
poseskee a ecod of eat cetificate, including the
cost or maket \value of the shas it coers & the time
acquied If a cetificate is lost,destoyed or stolen,
notify theTranser Agent immedigely so a‘stop trans
fer” order can be placed on thecods to pevent an
unauthoized tanskr of your cetificate. The necessgr
forms and equiements to penit the issuance of a

replacement ceificate will then be sent toou. A cer-

tificate can beeplaced ory after the eceipt of an di-

davit regarding the loss accompaniegl bn open penal
ty bond for which a small pemium is paid § the
stokholder

In the eent a ceificate is issued with the holder’
name incorectly spelleda corection can oyl be made
if the cetificate is etumed to thelTranser Agent with

instructions br corecting the aor. Transering shaes
to another name alsequirs thathe cetificate be or-

warded to theTranskr Agent with the pproprate

assignmentdrms completed and the sigoee of the
registered avner Medallion guanteed B a bank or
member irm of The Nev York Stodk Exchang, Inc.

Can you send ny dividend cheds directly to my
bank?

Yes,provide theTranserAgent with your banks name
your biand'’s mailing adress and gur account am-

ber d@ your bank. (Saw, The Bank of N& York cannot
electonically transer funds &this time)

Who do | notify of a change of address?
TheTranskrAgent.

We o to Florida (Arizona) every winter. How do
we et our mail from Petroleum & Resources?

TheTranskrAgent can ppgram a seasonal dobss into
its system; simpl send the tempary address and the
dates you plan to be thertoThe Bank of Ne York.

| want to give shaes to ny childr en, grandchil-
dren, etc. as a gft. How do | go about it?

Giving shaes of Rtroleum is simple and is handled
through ourTranskr Agent. The stok transer wles,
designed to mtect you, the investor are dear and pe-
cise br most brms of tanskr. They will vary slightly
depending on edt transkr, so wite to the Transkr
Agent stéing the &act intent of pur gft plans and the
Agent will send pu the instuctions and drms neces
sal to efect your transer.

17



SHAREHOLDER

INFORMATION AND SERVICES (CONTINUED)

DIVIDEND PAYMENT SCHEDULE

The Coporation presenty pays dividends éur times a

year as bllows: (a) thiee inteim distibutions on or
about Mach 1,June 1,and Setember 1 and (b)‘gyear
end” distribution, payable in lade Decemberconsisting

of the estimted balance of the netwastment income

for the year and the netealizd caital gain eaned
through October 31. Stkholdes mg elect to eceve

the yearend distibution in sto& or cash. In connection

with this distibution, all stodkholders of record are

Sale of Shars
Sevwice Fee
Brokerage Commission

$10.00
$0.05 per shar

Deposit of Cetificates br sabkegoing Included
Book to BookTranskrs Included
To transkr shaes to another paicipant or to a ne
participant

Fees ae subject to bange & any time

Minim um and Maximum Cash Investments

sent a diidend announcement notice and an election Initial minimum investment (non-holdsy ~ $500.00

cad in mid-Novrember

Stodkholders holding shaes in“str eet” or brokerage
accounts mg make their elections ly notifying their
brokerage house epresentdive.

BuyDIRECT™™

BuyDIRECTis a diect puchase and sale plaas well
as a dridend einvestment plansponsoed and admin
istered by our tanskr agent, The Bank of Ne York.
The plan povides egistered sto&holdess and integst
ed frst time irvestos an afordable altendtive for buy-
ing, selling and einvesting in Rtroleum & Resowes
shaes. Diect puchase plans argowing in populaity
and Retroleum & Resouwres is pleased to paipate in
sud a plan.

The costs to p#cipants in administtive sevice fees
and bokerage commissionsdr ead type of tansaction
are listed belw. Please note thahe fes br the ein

vestment of diidends as wll as the $0.05 per skar
commission ér eath shae puchased under the Plan

have not inceased since 1973.

Initial Enrollment $7.50
A one-timede br new accounts Wo are not curently
registered holdes.

Optional Cash westments
Sevwice Fee
Brokerage Commission
Reirnvestment of Diidends**
Sewice Fee 10% of amount ivested
(maximum of $2.50 per westment)
Brokerage Commission $0.05 per shar

$2.50 per imestment
$0.05 per shar
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Minimum optional inestment

(existing holdes) $50.00
Electionic FundsTranser (monthy

minimum) $50.00
Maximum per tansaction $25,000.00
Maximum per ear NONE

A brochure which further details the beries and &a
tures of BUPDIRECTas vell as an eraliment form may
be obtained Y contactingThe Bank of Ne/ York.

For Non-Registered Shaeholders

For shaeholdes whose stok is held ly a bioker in
“street”name The Bank of Ne/ York’s Automaic Div-
idend Reinestment Plan emains wsailable through
mary registered irvestment secity deales. If your
shaes ae curently held in a“street” name or boker-
age account,please contactour bioker for details
about hav you can pdicipate in this Plarnor contact
The Bank of Nes York about the BUpIRECTPIan.

The Transfer Agent
The Bank of Ne York
Shaeholder Reltions
Dept.—8W

PO. Box 11258
Church Steet Stéon
New York, NY 10286
(800) 432-8224

The Corporation
Petroleum & Resoures
Comp.

Lawrence L. Hoopedr,
Vice PesidentSecetary
and Genal Counsel
SevenSt.Paul Street,

Suite1140

Baltimore, MD 21202 Website:

(800) 638-2479 http://stok.banlofny.com
Website: E-mail:
www.petees.com Shaeownersvcs@
E-mail: banlofny.com

contact@pet@&s.com

*BuyDIRECTis a sevice mak of The Bank of Nes York.

**T he yearend dvidend and dpital gain distibution may be made in
newly issued shas of common stécin which event thee would be
no fees or commissions in connection with thigidénd and caital

gain distibution.



HISTORICAL FINANCIAL STATISTICS

Value of Per Common Shae
Net Assets Net Asset Dividends Distributions
Applicable to Common Value Rer From Net From Net
Common Shares Common Investment Realized
Dec 31 Stock Outstanding Share Income Gains
1985 $237,489,296 8,372,627 $28.36 $1.38 $2.34
1986 246,071,990 8,979,978 27.40 1.45 2.89
1987 234,062,235 9,636,306 24.29 1.67 2.31
1988 248,370,688 9,997,584 24.84 .92 1.20
1989 322,866,019 10,384,600 31.09 1.20 1.20
1990 308,599,851 10,793,289 28.59 1.10 1.25
1991 314,024,187 11,185,572 28.07 .92 1.23
1992 320,241,282 11,579,503 27.66 g7 1.23
1993 355,836,592 12,006,671 29.64 .82 1.30
1994 332,279,398 12,380,300 26.84 .92 1.18
1995 401,404,971 12,739,383 31.51 .87 1.22
1996 484,588,990 13,065,819 37.09 .82 1.32
1997 556,452,549 13,422,787 41.46 g7 1.56
1998 474,821,118 13,841,375 34.30 .78 151
1999 565,075,001 14,314,180 39.48 72 1.61
Stok Data
Price (12/31/99) $32.25
NetAssetValue (12/31/99) $39.48
Discount: 18.3%

New York Stok Exchang and Rcific Exchange ticker symbol:PEO
NASDAQ Mutual Fund Quotion Symbol:XPEOX
Newspaer stok listings ae geneally under the bbreviation: PetRs

This report, including the fnancial stéeements hegin, is transmitted to the stéboldess of Retroleum &
Resouces Coporation for their information. It is not a ppspectusgircular or epresentéion intended ér
use in the puthase or sale of shes of the Cqroration or of aly secuities mentioned in thesport. The
rates of etum will vary and the gncipal value of an imestment will fuctuge. Shaes,if sold, may be
worth mote or less than their iginal cost. Rst perbrmance is not indidave of futue investment esults.
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PETROLEUM & RESOURCES CORPORATION

Board Of Directors (with their pincipal afiliations)

Enrique R.Arzac!3
Professor of hance
and Economics
Columbia Unversity

Daniel E. Emeson24
Retired Executive Vice President
NYNEX Coporation

Thomas H. Lengh34
Financial Advisor

W.D. MacCallant3
Retired Chaiman of the Cqgrora-
tion andThe Adams Expgss Com

pary

1. Member of Egcutve Committee
2. Member ofAudit Committee
3. Member of Compensan Committee

4. Member of Retament Benés Committee
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W. Perry Neff1.3
Retired Executive Vice President
Chemical Bank

Douglas G Obe!
Chairman of the Cqyoration

Landon Rters?4
Private Investor

John J Robetst4
SeniorAdvisor, Ameiican
International Group, Inc.

Robet JM. Wilson24
Retired Pesident of the Cqora-
tion andThe Adams Expgss Com

pary

Officers

Douglas G Ober
Chairman and
Chief Executive Oficer

Richad E Koloski
President

Joseh M. Truta
Executive Vice President

Nang/ JF Pue
Vice President — Resedr

Lawrence L. Hooperdr.
Vice PresidentSecetary and
Geneanl Counsel

MaureenA. Jones
Vice President andlreasuer

Christine M. Giffith
AssistanfTreasuer

Genaldine H. Stgner
Assistant Seetary



Petroleum & Resources Corporation
Seven St. Rul Steet,Suite 1140
Baltimore, MD 21202

(410) 752-5900 or (800) 638-2479
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