PERATIONS

and marketing company

completed exten31ve .
reflnery modlflcatlons t

meet Clean Air Act
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gulations for reformulated gaso-
re . X
ines in major portions of its market
1i A R

ea. A nevw product wix was intro-
area-

duced.
:aze of reformulated fuels. in
siat

southern California in early 1995.

in conjunction with a full

ARCO Chemical Company. in which ARCO
holds an £3.3% interest, enjoyed
nigher volumes and increased mar-
gins. This reflected the improved
pusiness climate in certain seg-
pents of che U.S. economy, particu-
1arly residential and automotive.
and efforts to increase markets for

derivatives of its core products.

ARCO operates a number of
businesses ancillary to its
refining and tusls marketing

 Tmpim |

P A ile gas-
olinss produced by ARCO, for
sxample, are sold primarily
througham/pa® convenisnce
store and SMOGPROS? sites in
addition to wraditional ARCO-
beanded service stations.

Billboards and television
commercials smphasized
ARCO's premium products
and lower prices.

THE WEST'S FAVORITE GASOLINT, (ahco =7

The sm/pms® represant more
then half of ARCO retail outiets
in the five western U.5, states
of Cstifornia, Washington,
Orsgon, Nevads and Arizona,
SMOGPROS® are found in Cal-
fornia where the state requires
regular yohicular smissions.
testing and repairs. Most ARCO
ratail sutiats ate aquipped with
ARCO's propristary PayPoint®
" § 2
service the company offers
commaercially 1o a growing
ber of retailars nationwid

@ am/pm
B SMOGPROS
¥ Refinery
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SMOGPROS.

ARCO's transportation company con-
tinued te grow in the Lower 48 by
focusing on operational integrity
and excellence in customer service
in pipeline, terminal and marine
businesses,

ARCO’s aluminum subsidiary, ARCO
Aluminum, Inc., reported its llth
consecutive year of increased
profits.

AUTOMOBILE GASQLINES REFORMULATED

To meet Environmentsl Protection
Agency (EPA) emission control regula-
tions by January 1995, U.S. refining
companies were required to refarmu-
late automotive gasolines sold in
nine regilons, including two in
Southern California. For ARCO, this
required major modifications to its
Los Angeles refinery. Additional
modifications will be required to
meet California srandards by 1996,

The manufacture of gasolines to
meet the new California standards
will give ARCO additional capacity
for producing jet fuels, a market
sector in which ARCO's volumes con-
tinued to increage in 1994.

The company preduces and markets
caleined cake, which is used in the
aluminum industry. It also operates




a large co-generatvion unit, which
produces steam and electricity for
use at the Los Angeles refinery
and sells electricity to the local

power company.

LT Oo-RCTUITE SROW

ARCO Chemicalis the world's leading
producer of propylene oxide (p0),
which is used in a wide range of
consumer and industrial applica-
tions, particularly by the automo-
tive and housing industries. Ag a
result of derivatives development,
polyether polyols now consume about
a quarter of the company's internal
PO production annually,

ARCO Chemicai was

il for i

An ARCO crude oil pipeline
that stretches from the
Gulf of Maxico to Okls-
homs operated at capacity
in 1994, mesting rafiners’
requiraments for offshore
and watarborne forsign
crude oil. Line 90, moving
crude oil out of Southern
California, was nest capac-
ity and Line 63, an oil
pipeiine connecting the
San Joaquin Valley to the
Los Angeies Basin, was in
heavy demand dus to the
closure of 8 37-mile portion
of Line 1 atter the January
earthquske in Southern
Catifornia,

In conjunction with the intro-
duction of EPA gasoline,
ARCO debuted s new alste

of high-quality unlesded

gasoling products including
an 89-octane mid-grade, an
87-octans, and 3 32-octans
premium. ARCO had offersd
Southem Califernians
emission-control premium
snd reguiar gasoclines prior to
the 1995 EPA deadline, which
established ARCO &3 a market
leader in the development of
clesner burning gasolines.

duction of the first

Qiyeol-based sitomative anti-

Pelyols are the key component in

urethanes and are foamed to make
seat cushions and mattresses. for-
wmulated into coatings or molded
into other products. Another sig-
nificant ingredient in these prod-
ucts is toluene di-isocyanate (TDI).
In January 1995, ARCO Chemical
entered into long-terw agreements
with the French chemical company,
Rhone-Poulenc, for a supply of TDI.
Undet the arrangement. ARCO Chemi -
cal will be entitled to the entire
TpI output of Rhone-Poulenc’s two
plants in France.

Propylene glycol-based products
have become ARCO Chemical's second
largest integrated use for PO. The

propy

leading propylene glycol manufac-

froez ’ coalant, which is distributed in retail markets
by ™ turer in the U.5., ARCO Chemical opened

under the Slerra® brand name by ARCO Chamical’s customar.
Scfohnacomonﬁo.n a new propylene glycel ether {(PGE)
plant in Rotterdam in early 1995.
Two primaty co-products are pro-
duced with ARCO Chemical's PO tech-
nologies — styrene monomer and
tertiary butyl alcohoel (TBA). which
is primarily converted to methyl
tertiary butyl ether (MIBE), a key

ingredient in reformulated gaso-

lines. The company alsoc has the
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Propylene Oxide m ar k e t s

gr ow with development

capability to produce ethyl tertiary

putyl ether (ETBE).

profits from Lower 48 transporta-
cion businesses increased during
1994. With completion of an expan-
sion, the Texas City-Cushing
pipeline volumes increased 35%,

operations at ARCO's West Coast
storage facilities and terminals
were modified in 1994 to accommo-
date oxygenate movements and stor-
age requirements associated with
cthe new reformulated gasclines.
These facilities, combined with
ownership of the two largest U.S.
flag product vessels, allow ARCO
to transport MTBE from the U.S,
Gulf Coast and to serve West Coast
product markets.

ARCO acquired the remaining 50%
interest in an NGL pipeline which
runs from n(;rthern Louisiana to
Mont Belvieu, Texas, in 1994,
The"rrx_ans Alaska Pipeline Systen
(TAPS) carried its10billionth barrel
of crude oil in early 1994. With a
21.3% interest in TAPS. ARCO was
actively involved during 1994 in
responding to findings of federal
regulators and TAPS owners. ARCO's
eight crude oil tankers carried
over 190 million barrels of the
Alaskan production to ports along
the U.S. West Coast and to Panama.

T e D W W W,

»

of new products

During 1994, ARCO complsted
the required modifications to
make EPA gasolines and
waorked to mest the California
Air Resources Board's I{CARB)
more stringent standards for
automobils gasolines solid in
the state by March 1996. Whan
the modifications are compiets,
100% of tha gesoline produced
at the Los Angeles refinery will
mevt those standards. The
company sxpects to invest
about $500 million in total to
make the EPA and CARB gaso-
lines. Arsas served by ARCO’s
Chaerry Paint cefinery in Wash-
ington stats are not impacted
by the new fuels standards;
therefors, modificstions were
nat required there.
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SELECTED FINANCIAL INFORMATION

WEEene, Suapt St whary SO

Sales and other operating revenues = including sxcise taxss $18.008
{ befors changes in ol rincipd s 1193

Net incoms s s ot
Eamad per share before changee in s 583 . s 1
Esmaed per share t Sa3 J $ 498
Cash dividends per common share s 550 $ 650
Total sssats 24,563 24208
Long-term debt and capital lease obllgations $ 7190 s 8227

(1) SesNots 2 of to G4 Sdated Fy iel S rogarding unususl Rems.
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"FINANCIAL conncnon aAND RESULTS or Ovzsrrlmus )

Operat:mg results 1n 1994
| '1mproved compared to 1993"‘"":as""
a result of approx:l.mateiy
$250 m11110n after tax :m.

| flrst—year sav:Lngs fromARCO

cost reduction program
“higher earn:mgs from ARCO s

chem:Lc al 1nterests 1n
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Lyondell Petrochemical Company (Lyon-
dell) and ARCO Chemical Company (ARCO

chemical)‘ and higher natural gas

cales volumes. These improvements were

partiany offset by lower crude oil

and
refining and marketing margins.

natural gas prices and reduced

amings from Operations

e
ot inswone

Spasinl Rame benefit) sharge
Asseynting shangse '

operations in 1993, compared to 1992,
penefired from improved margins and
higher gasoline sales volumes in ARCO's
West Coast refining and marketing
operations, higher coal sales volumes
and higher natural gas prices. These
benefits were more than offset by
lower crude ¢il prices and volumes.
lower natural gas volumes, higher
exploration and selling, general and
administrative (SGHA) expenses and
lower after-tax earnings from trans-
portation operations.

Special tams Atter Tax

RESULTS OF CONSOLIDATED OPERATIONS
REVINUES
The sale of ARCO’s Brazilian marketing
operations in December 1993 resulted
in reduced operating revenues in 1994.
At the same time, increased crude oil
trading and natural gas narkgting
activity, higher chemical prices and

L
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volumes, natural gas volumes and excise
taxes were offset by lower crude o0il
prices and volumes, aud lower prices
for refined products and natural gas.
In 1993, increased natural gas market-
ing volumes and higher refined and
¢hemical products sales volumes and
natural gas prices were more than off-
set by lower crude oil prices, crude
0il and natural gas volumes. decreased
crude oil trading volumes and lower
refined and chemical products prices.

The increase in income fromequity
investments in 1994 primarily reflected
Lyondell's higher earnings. ARCO has a
49.9% equity interest in Lyondell.

The fluctuations in other revenues
primarily reflected the impact of
asset sales.

EXPENSES

The sale of ARCO's Brazilian marketing
operations resulted in reduced trade
purchases in 1994. At the same time.
increased crude oil trading and natu-
ral gas marketing activity were offset
by lower crude oil and natural gas
prices. In 1993, lower crude oil trad-
ing prices and volumes and lower pur-
chased volumes of finished refined
products and chemical feedstocks
resulted in reduced trade purchases.
This reduction was partially offset by
higher natural gas marketing volumes
and prices.

As a result of ARCO’S cost reduction
program, lease and other operating
costs in oil and gas operations and
refining and marketing operations were
lower in 1994. These reducticns were
partially offset by higher operating
costs as 8 result of increased produc-
tion volumes for coal operations and
ARCO Chemical, and by higher operating
costs associated with the response to
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findings cf regulatory and owner com-
pany reviews of the Trans Alaska
Pipeline System (TAPS). Litigation-
relatedaccruals, higher compensation

and contract personnel costs associated

with downstream and coal operations
and higher maintenance costs, includ-
ing turnarounds at three chemical
plants, resulceg in higher operating
costs in 1993, Partially offsetting
these increases were lower lease and
other operating costs in oil and gas
operations.

The decline in exploration expense in
1994 reflected reduced activity as
part of ARCO's cost reduction program,

particularly in Alaska and the Lower 48.

The increase in 1993 reflected higher
dry hole costs in Alaska and increased
activity overseas, partially offset by
decreased activity in the Lower 48.

Seiscted Expenses

L

Oparuting sxpensen
FCBA smpenese
plarstion ssperees

The sale of ARCO's Brazilian marketing
operations and lower personnel costs
in oil and gas op.e:ations resulted in
reduced SGSA expenses in 1994. Higher
compensation expense and higher deliv-
ery and advertising costs increased
SG&A expenses din 1993.

The sale of ARCO's Brazilian marketing
operations 2130 resulted in reduced
taxes other than excise and income
taxeg in 1994. The decrease in 1993,
compared to 1992, primarily resulted
from lower production raxes related to
lower crude oil prices and volumes.

Excise taxes increaged in 1994-as a
result of the full-year effect in 1994
of the fourth quartezr 1993 increase in

e A e i o W = e
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federal excise taxes and a mandatory
assumption of the collection respon-
sibility for excise taxes on diesel
fuel. The increase in 1993 primarily
resulted from the fourth quarter 1993
federal excise tax increase. the full-
year effect in 1993 of increased state
excise taxes in 1992 and higher refined
products sales volumes,

Depreciation, depletion and amorti-
zation {DP6A) decreased in 1994
reflecting the absence of a $73 mil-
lion acerual for plugging and abandon-
ment of onshore wells recorded in 1993,
This was partially offset by increased
depreciation associated with the first
full year of operation of the Gordon-
stone mine. The decrease in DD&A in
1993 resulted from the sale of Lower 48
oil and gas properties, partially off-
set by the $73 million plug and aban-
donment accrual.

Personnel reductions associated with
ARCO’s cost reduction program were
reported as unusual items in 1994. The
fourth quarter 1993 reorganization of
ARCO’s Lower 48 o0il and gas operations
is reflected in unusual items expense
and included $554 million before tax
for writedowns for sale or other dis-
position of oil and gas properties and
excesg of fice space, in addition to
charges for work force reductions. The
1992 unusual items comprised a settle-
ment on assets nationalized by Iran
and recognition of a previously
deferred portion of the gain from the
1989 sale of a majority interest in
Lyondell, partially offset by a charge
related to the withdrawal by ARCO
Chemical from a Korean joint venture.

CAIN CN ISSUANCE OF
STOCK BY VASTAR RESOURCES. INT

On July 5, 1994, Vastar Resources.
Inc. (Vastar) congsummated the sa.e of
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,7.250,000 shares of its common stock
;o the public at an initial offering
srice of $28 per share. Prior to the
,ifering. Vastar was a wholly owned
;ubsidiary of ARCO, At December 31,
1994, ARCO owned 80,000,001 shares of
yastar's commof stock, which repre-
gented 82.3% of Vastar's ourstanding
common stock. ARCO realized an after-
cax gain of $273 million as a result of
cne initial public offering by Vastar.
vastar's results are included in ARCO’s
Lower 48 results in the oil and gas
segment.
INCOME TAXES

ARCO’s effective tax rate was 28.3%

in 1994, compared to 51.6% in 1993 and
35.6% in 1992. The lower effective tax
rate in 1994 reflected recognition of a
foreign deferred tax asset, increased
net foreign tax credits, a refund of
paid foreign taxes and an increasein
other tax credits. The higher effective
tax rate in 1993 reflected increased
raxes on foreign income and the effect
of the 1993 federal tax rate increase
on deferred taxes.

ACCOUNTING CHANGES

The 1992 results included a net after-
tax charge of $392 million, or $2.43
per share, for the cumulative effect
of the adoption of two new accounting
standards related to non-pension post-
retirement benefits and income taxes.

RESULTS OFf SEGMENT OPERAYTIONS
QIL AND GAS

¢rude oil prices and volumes and lower
natural gas prices in 19%4.

In 1993, the effect of lower crude oil
prices and volumes, natural gas vol-
umes and higher dry hole expense was
partially cffset by higher natural gas
prices and lower depletion and lease
operating costs.

Oit and Gas Specis! ftems Atter Tax
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PETROLEUM LIQUIDS PRODUCTICN
Worldwide petroleum liquids volumes
decreased in 1994 and 1993 as a result
of Lower 48 property divestitures and

natural field declines. In 1994,

Lower exploration and operating
expenses and higher natural gas vol-
umes were partially offset by lover

el R T
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increased volumes resulting from the
expanded gas handling system (GEX-2)
at Prudhoe Bay and new volumes from
the Point McIntyre field, which began
production in October 1993, were par-
tially offset by natural £ield decline
in Alaska from the Prudhoe Bay and
Kuparuk River fields.
NATURAL GAS PRODUCTION

ARCO's international natural gas pro-
duction grew in 1994 as a result of the
new Pagerungan and Of fshore Northwest
Java Sea fields in Indonesia and a full
year of production from the Orwell and
Murdoch fields in the United Kingdom
North Sea. International natural gas
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operations in 1993 were favorably
impacted by a full year of production
from the Pickerill field in the U.K.
North Sea, new production from the
Orwell and Murdoch fields in the
U.K. North Sea, which began in late
1993, and the Java Sea field
in Indonesia.

U.s. natural gas production
growth in 1994 came primarily
from Vastar's Mustang Island
805 field in the Gulf of Mexico
and fields in the San Juan
Basin. The sale of Lower 48 prop-
erties and natural fielddeclines
reduced domestic natural gas pro-
duction in 1993,

ZCAL

internationat

Revenues fromrecord volumes in1994
weremore than offset by lower interna-
tional coal prices, the reopening to
current market prices of a major sales
contract in theU.S. and unfavorable for-
eignexchangeratemovements. Improved
earningsin1993 reflected highersales
volumes as aresult of strongelectric
utilitydemand and reduc ed East Coast
supply as a result of a mine workers
strike. The1993 results includeda
benefit of approximately $10million
after tax associated witha change in the
accrued estimated loss onthesale of the
Coal Resources of Queensland mine, which
was completed in January1993.

REFINING AND MARKETING

anco 21

The 19%4 results werenegatively
impacted by reduced 0.5, West Coast
margins and the absence of earnings from
Brazil, partiallyoffset byreduced
operating costs, The 1994 special
itemsincluded after-taxcharges

related to personnel reductions

and future environmental reme-
diationcosts. The 1993 special
items comprised primarily
litigatiovn- related accruals, a
loss associatedwiththe sale of
theBrazilianmarketing sub-
sidiariesand theeffectof the
increage inthe federal tax rateon
deferred taxes. The 1992 special items
includedacharge of approximately
$40millionafver taxprimarily for
environmental costsrelated toprevi-
ouslydivested operations.

ARCO'g U.5. West Coast sales volumes
wererelatively unchanged for the three
years ended December 31, 19%4.

TRANSPORTAT ION

- v L
wmr  m e

. Thel994resultsincluded chargesof

approximately $20million after tax
related to personnel reductions. a loss
onthe sale of midcontinent produyct
pipelines, and costs associated with the
SouthernCalifornia earthquake. parc-
tiallyoffsetbyataxcredit, Thel993
earnings declined as aresult of lower
TAPS earnings and the effect of the fed-
eral tax rate increase, partially offser
by higher commercial pipeline earnings.

INTERMEDIATE CHEMICALS AND
SPECIALTY PRODUCTS

Afrer-tax earnings for ARCO’s inter-
mediate chemicals and specialtyprod-
ucts segment were $265millionin 1994,
$239millionin 1993 and $210million
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ip 1992 The segment consists of ARCO
cnemical, an 83.3% owned subsidiary.
Agco Chemical reported that its 1994
cesults included an after-tax charge
of $19 million for corporate restruc-
curing and a $§12 million benefit from
ipsurance proceeds. ARCO Chemical's
ceported net income in 1993 included a
510 million afrer-tax loss on early
gebt retirement and net benefits of

520 million from lower income taxes.
The 1992 results included $56 million
pefore tax for a charge resulting from
ARCO Chemical's withdrawal from a joint

yenture in Korea.

ARCO Chemical Sales Volumes

ARCO Chemical’g reported net income was
higher in1994, compared to 1993, primar-
jlyasaresultof highersales volumesin
ARCOChemical’s core products, propylene
oxide (PO} and derivatives and styrene
montomer {SM), and higher SM margins,
partiallyoffsetbytheeffectsofa
weaker methyl tertiarybutyl ether
(MTBE) market. Inl993, increased sales
volumes in ARCO Chemical s core products
worldwidewere cffset by higher fixed
costs associated with anewplant, Yower
MIBEmargins, primarily in Europe, and
lower overall PO and derivatives margins
asaresultof lower U.S, P0derivatives
prices and continued weakness in the
European economy.

Z{CNDELL PETROCHEMICAL COMPANY

ARCO'8 49.9% equity shareof Lyondell's
net income was $111million for 1994,
$13million for1993 and $8million
for1992. Lyondell’s results in1994
teflected improved olefins and methanol

B W N T S I SRVae "
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margins and increased olefins sales vol -
umes. Thismore thanoffset lower earn-
ings fromLyondell’s approximate 90%
participationinterest in LYONDELL-CITGO
Refining Company Ltd. (LCR), whichwas
affected by poor industry conditions as
well as downtime formajormaintenance
turnarounds in the fourth quarter. LCR
tock over Lyondell’s operation of the
Houston, Texas, refineryin July1993.
Lyondell's results in1993 improved as
aresultof highermarginsattained
through the processing of greater
volumes of Venezuelancrudecil.
T JLLOCATED BXPENSES AND G’I‘Sék

Unallocated expenses and otherwasa
netafter-tax expenseof $57 millionin
1994 and $S140million in1993 compared to
anetafter-taxbenefitof $25million
in1992. Reductions incorporate staff
expense, increased foreign taxcredits
and a tax refund resulted in lower
unallocated expenses in1994. Inaddi-
tion, increased interest incomeon
short-terminvestments was more than
offset by reimbursement of money market
lossesincertainemployee benefit plans
and charges for personnel reductions
AT ARCO's corporate headquarters. The
increaseinunallocated expenses inl993
reflected the absence of a §111million
after-tax gainrecognized in1992 and
discussed below. increased compensa-
tion, higher charges for futureenvireon-
mental remediation, and lower net
investment income. In1992, unallocated
expenses and other included therecogni-
tionofa$lllmillionafter-taxgain
representing aprevicuslydeferred por-
tionof thegainfromthel989salecfa
zmejority interest inlyondell, par-
tiallyoffset by increased corporate
expenses and charges for future environ-
mental remediation.
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FINANCIAL POSITION AND LIQUIDITY OnAugust 8, 1994. ARCOissued 39.9mil-

- lion 9% Exchangeable Notes (the Notes)
Nane L] L] e
Canh fiow provided hmed by: due September 15,1997, ataprice of
Oparetiens SIMT  tLYE 13 $24.75 perNote. ARCOrealized proceeds
Mrvesting sctivithes MLWMR  WINn s . N
Financing activities * o swm sowm | ofapproximately$958million. Atmatu-
rity, holderswill receive shares of
Thenet cashused ininvesting activi- Lyondell common stock, or at ARCO's
tiesinl1994 included expenditures for option, cashwithanequalvalue in
additions to fixed assets (including exchange for the principal amount of the
dry zolecosts) of $1.658millionand a Notes. The number of shares or the amount
net increase inshort-terminvestments of suchcashwillbedetermined usinga
of 5768 million, partially offset formula based on the price of Lyondell

by proceeds from asset sales of
$167 million. The net cashused in
financing activities in 1994
included proceeds of $1,275
million from the issuance

common stockat thematurity of the Notes,

ARCO's 1995 capital spending
programincludes $1.9billion for
additions to fixed assets. Future

capital expenditures remain
of long-term debt, primarily subject tobusiness conditions
9% Exchangeable Notes and
$453 million from issuvance of

common stock by Vastar, offset by

affecting theindustry, par-
ticularly changes inprice and
demand for crude oil, natural gas
repayments of long-term debt of
5796 million and dividend payments
of $885 million. )

and petroleumproducts. Changes
in the tax laws. the impositionof
and changes in federal and state

Cash and cash equivalents and short- cleanairand clean fuel requirements,
terminvestments totaled $4.4billionat and other changes inenvironmental rules
year-end 1994 and short-termborrowings and regulationsmay alsoaffect future
were $1.5billion. Working capital was capital expenditures.
$429millionhigher at the end of 1994, Itisexpected that futurecash require-
primarily reflectinganincreasein ments for capital expenditures, divi-
short-terminvestments, partiallyoff- * dends and debt repaymentswill come from
setbyanincreasein long-termdebt due cash generated fromoperatingactivi-
withinone year. At December 31, 1994, ‘ties, existing cashbalances, and future
ARCOhad unused bank credit facilities financings.
totaling $3.2billionand ARCOChemical ENVIRONMENTAL MATTERS
had anunused bank credit facility ARCO is subject to federal, state and
totaling $300million, while Vastar local environmental laws and regula-
had fullyutilized1ts $1.05billion tions which require the Company to
revolvingcredit facilitywithan remove or mitigate the effect on the
interest rate of 6.15%, Vastar’'s revolv- environment of the disposal or release
ving lineof credit isavailableuntil of certain chemical, mineral and
November 30, 1996, ’ ) petroleum substances at various sites.
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The amount reserved represents the
estimated undiscounted costswhich ARCO
will incur to complete the remediationof
sites withknown contawination. Inview
of cheuncertainties associated with
estipating these costs, suchasdiffer-
ences of opinionbetween ARCOand various
regulatory agencies withrespect to the
appropriatemethod for remediating con-
raminated sites, uncertaintyas tothe
extent of contaminationat various
sites. and uncertainty regarding ARCO's
uwltimate shareof costsat various sites,
jtispossible thatactual costscould
exceed the amount reserved by as much
as$1billion. See Notel2 to Consoli-
dated Financial Statements regarding
environmental matters.

Inaddition to the provigion for
environmental remediation costs,
$848willion has beenaccrued for the
estimated cost, net of salvage value,
of dismantling facilities as required
bycontract, regulationor law, and
theestimated costs of restorationand
reclamation of land associated with
suchfacilities.

RISX MANAGEMENT
ARCOutilizesderivative ingtruments
for risk management purposes. The Com-
pany uses siwmple, non-leveraged deriva-
tive instruments denominated inmajor
currencieswithhighly liquid secondary
Darkets. The dvex:ivative instruments
areplaced withmajorinternational .
financial institutions whosecredit-
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worthiness igscontinually monitaced,
Hedging strategiesare reviewed and
approved by senior management before
being implemented. Policycontrols
limiv the maximumdollar amount of posi-
tions thatcanbe takenat any given time.

Tominimizetheeffectsof interestrate
and foreigncurrency fluctuations, the
Company enters into the following trans-
actionsusingderivatives: 1) foreign
currency forward and swap contraces:

2) interest rate swaps: and 3) financial
futures contracts and oTC Treasury
optionswhicharelimited toinvestment
portfoliohedging, alrerationof port-
foliodurationand changing asset mix.

The Company and its subsidiaries engage
inhedging strategies involving forward
and futures contracts, swaps and options
tohedge part of their crude oil and
natural gas production tominimize the
effects of commodity price fluctua-
tions. In1994, Vastar entered intoa
series of commodity swaps covering
approximately S0%of {tanatural gas
production for March through December,
Vastar realizeda $42millionpre-tax
gainasaresultof these swaps.

EFFECTS OF INFLATION

While the annual rate of inflation
remained moderateduring the three-year
period ended December 31, 1994, ARCO
continued toexperiencecertaininfla-
tionaryeffects, ARCOwill benefit by
using current, inflateddollarsto
satisfyitsdebtobligarions and other
monetary liabilities.

Inaddition, itis estimated that the
replacement cost of ARCO's property.
plant. equipment and inventoryis
greater than thehistoricalcost
reflected inthe financial statements.

P
Nye 0001285, °




CONSOLIDAYED STATEMENT OF INCOME
AND RETAINED EARNINGS

Fe? the yoor onded Decambar 39,

Milllons, wxcopt por abare smounty 1994
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18 1992
REVENUES
e
Sales snd other ing including excise taxes) $16,552 318,487 $13,688
incoms from aquity investments 141 40 2
Interest 200 164 1w
Othar revenues 305 a2 kel ]
17,193 19,183 19,248
e e :
EXPENSES
E—
Trade purcheses 5,834 224 7.283
Opersting sxpenses 3,222 3,293 3174
Seiling, g ! and administratt 1,305 188 1724
Deprecisti pietion snd amorti: 16N LM - 1754
Pl including loped lease ) 455 887 567
Excise taxes 1517 1,298 1,188
Taxes other than excise »nd income taxes 780 1,147 1,203
Intetest 759 715 7682
Unusual items 347 659 wm
16,290 18,549 17,341
Incoms bafors gein on lssuance of stock by subsidiery 909 534 1.907
Gaio on of stock by subsidiary 458 - -
I bafore | taxss, mipority and lative effect
of changes in g principt 1,368 34 1507
Provi for taxes on & 387 327 878
Minority i in of subsidiark 82 38 3
[ befors iative effect of changes in 9 principk 919 209 1153
Cumulative sttect of changes In 9 principl - - {392}
Net income $ 919 3 229 § 0
]
EARNED PER SHARE
| e —
Before lative sffect of changes in ing principh $ 563 8 168 $ 739
Cumut effect of ch in ing principk - - {243
Net Income per share $ 563 $ 168 $ 496
RETAINED EARNINGS
Baisnce, Janusry 1 $ 5,308 $ 5918 $ 5990
Net income 919 263 801
Cash dividends:
Proferencs stocks i3) =] {3
Common stock . - (882} a8} 870}
Balance, December 31 $ 5342 $ 5308 $ 5918
Sew Notze on poges 25 tweogh 40




CONSOLIDATED BALANCE SNEET

Millions

Oecember 31,

Fixed sssets:
Property, plant and equipment
Less Isted deprecisti depletion and amor

Daferred charges and other asssts

Tots! assets

LIABILITIES AND STOCKKOLDERS' EQUITY

Current fiabilities:
Notes payable
Accounts payable
Long-term detrt due within one year
Taxes psyable, Including excise taxes
Accruad interest
Cthee
Totat current fisbilities

Long-term debrt
Deferred incoms taxes
Other deferred liabilities and credits
Minority interest
Stockholders’ equity:
Praterence stocks
Common stock, $2.50 par value;
shares issusd 180,800,137 (1994), 180,748,125 (1933);
sharss outstarciing 180,753,966 (1984}, 153,963,980 {1933)
Capital in excass of par value of stock
Retained samings
Foreign currency transistion
Pension labilty adfustment
Treasury stock, st cost
Nat lized Yoss on

Total stockholders’ equity
Tota! Habllities and stockholders” equity

19%4 1993
ASSETS
sreins
Current assets:
Cash and cash aquivalents $ 1394 $ 1458
Short-term investments 299 2.289
Accounts recsivable 1.446 1,333
Inventories 797 914
Prepaid expenses and other current assats 185 237
Total current assets 6.813 6231
Investments and iong-tarm receivabiss:
Investments sccounted for on the equity msthod 348 268
Other investments and long-term recsivables 297 >3]
845 487

32248 31,434
16,528 15,628

15,722 15,868

138 1310
$24.569 $23,894
$ 1473 $ 150
986 109
630 185
253 272
183 190
958 1,107
4,488 4335
7,188 7,089
2,724 2,119
34N s
407 387
1 1
402 402
647 881
5,342 5,308
151} (133
i20) 29)
{5) {83)
38 -

6278 8127

£24,563 $23,894

altorts methed of

The Company folkows
Sen Notes on peges 2 Direugh 4.

Sor off and atthvition.
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CONSOLIDATED S?ATEMEN? OF CASH FLOowsS

Miitlens

Fer 1N your andsd Ducomber 37,

1394

1393

2

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income
Adjt to net
operating activities:
Deprecistion, depistion and smortization
Dry hole exp and undeveloped k hold amor
Net gain on assat ssies
Gain on issusnce of stock by subsidiary
Income from squity investments
Dividends from equity investments
Transition obfigation for p ; benefits
Noncash provisions grestse {less) than cash payments

to net cash provided by

Deferred income taxes

Changes in receivabls, i ies and
sccounts payable

Changes in other working capital accouns
Other

Net cash provided by operating activities

‘CASM FLOWS FAOM INVESTING ACTIVITIES:

Additions to fixed assets, including dry hole costs
Net cash used by short-term investments
Proceeds from sssat siles
investments and long-term receivables

Cther

' Net cash used by Investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Repayments of jong-term debt

Procesds from lesuance of long-term debt
Procesds from Weusnce of stock by subsidiary
Net cash providaed (used} by notes payable
Dividends pald

Treasury stock contributed to benefit plans
Other

Net cash used by financing activities
Effsct of exchange rate changet on cash

Net incresse (decresss) In cash and cash squivaienta
wmmmnwum

Cosh and cash squivalents at sed of yeas

$919  $209 %80
1,671 1,748 1,754
251 419 33
13) 1208) 182)
1459} - -
t1an oy 122}
n a7 m
- 637
88 s (207
18 t1s7) 2
(169 55 109
1287 3 (103}
38 9 123214
2,097 2762 3079
11,858 (20700 {2278
1768) 17e9) (180)
w7 562 553
79 ® 93)
189 @ 1
2189 2237 @ns)
(798) (898) 1834)
1275 1,255 1,12
453 - -
(83} 3 1199)
(885) (879) 1873)
58 L 110
{38) n x2)
2 2 m18)
0 155} )
84 “ 126
1.458 1414 1228
$135¢ T1ASE  S14e

{n) vnaaaton meneunh uiamuel Nneme of K367, BOED mact (51404 in T84, 1303 and T, rewpnctively.

Soo Hotm an poges 23 Suwugh

ARCO 30
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NOTE ? Accounting Palicies

ARCO's accounting policies conform to generally accepted
accounting principles, including the “successtul etforts”
method of accounting for oit and gas producing activities.
principles of Consolidation

The consolidated financial staterments include the accounts
Bf all subsidiaries, ventures and partnerships in which a
contralfing interest is held, including at December 31, 1834,
ARCO Chemical Company {ACC), of which ARCO owned
83.3% of the outstanding shares, and Vastar Resourcss, Inc.,
tvastar}, of which ARCO owned 82.3% of the outstanding
shares. ARCO also consolidates its interests in undivided
interest pipeline companies and in oil and gas and coal
mining joint ventures. ARCO uses the equity method of
accounting for companies where its ownership is betwesn
20% and 50% and for other ventures and partnerships in
which tess than a controlling interest is held.

Cash Equivalents

Cash equivalents consist of highly liquid investments,
such as time deposits, certificates of deposit and market-
able securities other than equity securities, maturing within
three months of purchase. Cash equivalents are Stated at
cost, which approximates market vaius.

Oit and Gas Unproved Property Costs

Unproved property costs are capitalized and amortized on
2 composite basis, considering past success experience
and average property life. [n g L, costs of prop:
surrendered or otherwise disposed of are charged to sccu-
mulated amortization. Costs of successful properties are
transferred to developed properties.

- Fixed Assats '

Fixed assets are recorded at cost and are written off on
either the unit-of-production or straight-line method based
on the expected lives of individual assats or groups of
assets.

Upon disposal of assets depreciated on an individual
basis, residual cost less salvage is included in current
income. Upon disposal of assets depreciated on a group
basis, uniess unusual in nature or amount, residual cost
tess salvage is charged against |sted depr
D h t, Ri jon and Rec! ion Costs

The astimated costs, net of salvage value, of dismantling
facilitias or projects with limited lives o facilities that are
required to be dismantied by contract, regulation or law,
and the estimated costs of restoration and reclamation

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

associated with ail and ges and mining operations are
accrued during production and classified as a long-term
liability. Such costs are taken into account in determining
the cost of production in all operations, except oil and gas
production, in which case such costs are considered in
determining depreciation, depletion and amortization,
Environmental Remediation

Environmental remediation costs are accrued as operat-
ing expenses based on the estimated timing and extent of
remedial actions required by applicable governmental
authorities and the amount of ARCO's liability in considera-
tion of the proportionat liability and financial wherewithat
of ather responsible parties. Estimated liabilities are not
discounted to present value,
Reciassifications

Cenain praviously reported amounts have been restated
to conform to classifications adopted in 1994,

NOTE 2 Unusuat Itemns

During 1994, ARCO announced 8 restructuring program
under which approximately 2,400 positions were elimi-
nated, The program covered all opersting units, excluding
Lower 48 oil and gas operations, along with the corporate
headquarters. ARCO provided as unusual items $347 mil-
lion before tax, consisting primarily of personnel costs
{pension enhancemnents, severance and other ancillary
costs) associated with the terminations.

Approximately $155 million of the accrual related to sev-
erance and other ancillary costs that will be paid from
Company funds over the next two years. Approximately
$110 million related to enhanced pension banefits which
will be paid from the assets of qualified pension plans, not
from Company funds. An additional $60 million related to
enhanced non-qualified pension benefits and postretire-
ment benefits other then pensions which ara currently
unfunded. These benefits will be paid after retirement and
over the remaining lives of the recipients; as such, it will
not be practical to track the actual payments of these
benefits.

1n 1993, ARCO announced 2 reorganization of its Lower 48
oil and gas operations. ARCO provided as unusual iterns a
pretax charge of $659 million, of which $554 million related
to the writedown for sale or other disposition of oil and gas

PNye 00012873 -
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

properties and excess office space. in addition, amounts of
$65 milsion, $35 million, and 85 million, respectively, were
accrued for severance and ancillary costs, enhanced quali-
fied pension benefits, and enhanced non-quaiified pension
benefits retated 10 the elimination of approximatety 1,300
positions.

Through December 31, 1994, approximately 1,400 and
1.300 employees have been terminated under the 1994 and
1893 programs, respectively. Approximately $41 million and
$47 million, respectively, of severance and ancillary benefits
have been paid and ¢charged against the 1994 and 1993
accruals. Payments do not ily correlate with the
number of terminations due to the ability of employees to
defer receipt of certain payments.

In 1992, ARCO recognized a pretax benefit of $149 million
from the settiement with iran related to Company assets
that had been nationalized in the late 1870s, ARCO also
recognized a pretax benefit of $178 million related to a

portion of the gain from the 1989 sale of a majority interest

in Lyondell Petrochemical Company (Lyondell) which was
previously deferred as the amount equal 10 ARCO's guaran-
tee of certain Lyondell notes. When Lyondell repaid the
notes in 1992, ARCO was releasad from its guarantee and
accordingly recognized the gain. ARCO also recognized a
pretax charge of $56 million resulting from ACC’s with-
drawal from the YUKONG ARCO Chemica! Ltd. joint venture
in Korea. The net benefit related to 1982 unusual iterns was
$211 million after tax.

NOTE 3 Accounting Changes

Effective January 1, 1994, ARCO adopted Statement of
Financial Accounting Standards (SFAS) No. 115, “Account-
ing for Centain investments in Debt and Equity Securities,”
which requires investments to be carried at fair value,
unless they are considered held-to-maturity securities. The
effect of adopting SFAS No. 115 had no impact on 1994 nst
income.”

Effective January 1, 1992, ARCO adopted SFAS Nos. 106,
109 and 112. The cumulative effect of adopting SFAS No.
106 resulted in 8 charge of $435 million, or $2.70 per share,
10 1992 earnings, net of income tax effects of approximately
$262 million. The cumulative effect of adopting SFAS No.
109 resulted in a benefit of $43 million, or $0.27 per share,
There was no cumulative effect of adopting SFAS No. 112,
Excluding the cumulative effects, the effact of adopting
SFAS Nos. 106, 109 and 112 was not material to 1992 net
income.

NOTE 4 Segment Information

ARCO operates primarily in the Resources {upstream! and
Products (downstream} segments. The Resources segment
inctudes oil and gas operations, which comprise the explo-
ration, development ang production of petroleum, includ-
ing petroleum liquids (crude oi), condensate and natural
gas liquids) and natural gas; the purchase and saie of
petroleum liquids and natural gas; and the mining and sale
of ¢oal. The Products segment includes the refining and
transportation of petroleum and petroleum products; the
marketing of petroleum products; and the manufacture and
sale of intermediate chemicals and specialty products,
including propylene oxide and derivatives, styrene
maonomer, tertiary butyl alcohol, and methy! tertiary butyt
ether. .

Segment information for the years ended December 31,
1994, 1833 and 1992 was as follows:

L ‘934 3 -
SALES AND OTHER
OPERATING REVENUES
Remowrces:
O ond gas $79569 38357 094
Cosl 563 “ 58
- §Products;
Rafining snd marketing 6.529 (¥ ) 0,481
Traneportation 297 22 ] 900
Intermadists chemicals and
wmpecieity products 3423 32 3,100
Other ae ] 24
Eimination of intsrsegment
mowvs 29590 B2 33
Totat $16,552  SINAET  S1.58

Intersegment sales were made at prices approximating
current market values, Intersegment sales included in sales
and other operating revenues were as follows:

Mlens 1954 10 92
Rssources:

M and pae E-R T SR
Products:

Refining and maerketing 2% 1 18
Tranaportetion 18 3% 433

Inturrnediate shemicals end

wpeslaity products 154 196 104

Other 30 = 24
Total 82,959 3,213 £.2%




Nsons 1984 A 1983 Wone 1994 pre 1902

PRETAX SEGMENT E-ANINGS DEPRECIATION, DEPLETION
cos! AND AMORTIZATION
Ol and goe S 508 3 M4 31 Resources:
cout 9 w0 107 O and gae* 00 Sl 318
Pproducts: Cosl 76 59 53
Pefining and mackating 303 S 547 Products:
Tesnsportation 239 kied 373 Refining snd marksting m 200 178
intermedinte chemicals snd Transportation 04 104 »
speciatty products 502 42 98 Intermediate chamicets and
Equity In sernings from Lyondell 111 13 pecisity prochcts 3% m 199
Gain on issusnce of stock by Other 22 40 50
subsidiary 5 - - 7 -
» wxponaes ¥nd Sther 1190 1248 s otad SLETY BITE s
Jrtoront (759) i ) 129 Raivden o7, 20, o 3130,
Incoime taxes 1387 N {678 " plormrion upeme. ’
Mipority interswt -2 (& ] an
Changes In scrounting principies - - Mi International operations are conducted principally in the
Net income 3 919 £ 20 5 % ] following geographic regions: Qil and gas - United King-
aons 199 - .2 dom, Asia Pacific and Dubai; Coal - Austraiia; Intermediate
AFTER-TAX SEGMENT EARNINGS hemicails and specialty products - Europe and Asia Pacific;
Pavouroes: Refining and marketing - Brazit tmarketing only). The
O¥ snd gas™ $ w5 5 & 3 Brazilian operations wer i :
con o - 0 s pe s were soid in Decernber 1993.
Products: WaRone ¢ 1983 1982
Refining st markating 195 30?7 348
Traneportation 2 R m INTERNATIONAL OPERATIONS
Intermediste chemicals and Rales 3nd other opersting
speciaity products™ b1 F- 21 rovenues:
Equity in semings from Lyondell m ” - b} O and gre .07 s 8 &2
Gain on lesusnoes of vrock by Coed ¢ 304 m2
wbeidary m - - Refining and markating 2 1520 LT
Uneliocsted sxpenses snd cther [1/] 148) -1 Intermedints chemicals and
{rturent (815) tam) (B34) apecialty products 1,210 1z 1,258
Changes in sccounting principles - - 13%2)] Other k. 2 a
Net lncome $ 913 8 299 3 W I Totat 12606 4373 34,308
1a1 N o8 ety Inerent. Net income (loss):
Ol and pas s 2 3 (1 swm*>
Coel 29 5 “
Mo g haad bl Refining and marketing 2 2 a
N ” seaie and
TOTAL ASSETS
» apecialty products™ k) L] 7
08 and gae : s 1M s Other L s ke
Cost 1 1329 1A% Torsh S04 37T 3
Total
Refining snd marketing 284t . it
Tranaportstion 2,00 2108 21 O and gae 2 22,00 ©2.45
intermediate chamicals und Coal [ = so1
wedialty products ' 3787 3502 388 Refining and marketing - - 301
Other * 5308 e 2083 intermedists chemicals and
Wpenielty products 15% 1428 1387
Totsl 245K DI K254 Other 9 k-3 3
ADDITIONS TO FIXED ASSETS Total /I M3 BT
| " — o sy, privsipaly Avign joit o
1a) nahasinn Puattt of sty v
ONaodge s W 3138 12 1, KE. oot KT, v T, T ard 1L, rmsgmeetivaly.
Cond. 7 ] 00 ) Tahed Psn iruem ASCtITII 40 et Aatianelied by i vt 2.
Products:
Refining and marketing 376 8 ns
Yeahaportation i -4 »
Wntarmediste chemicals snd
peciaity products . ws E- ) .
Other 2 s “ PNYC 00012875
Tota? 21658 $2070 32278 .
ARCO 31t
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE S Tanes

Taxes other than excise and income taxes for the years
ended December 31, 1994, 1993 and 1992 comprised the
following:

changes in accounting principles, and a reconciliation of
income tax expense with tax at the effective federal staty-
tory rate for the years ended December 31, 1994, 19593 and
1982 were as follows:

Mikions ra%¢ wa e Pettomt
of Pretaa
Proparty $189  $ 19 8 206 Amourt  incetne
Production/saverance 308 k<] I 1994
Valsu added - 349 30 ncoma befors income taxes:
Other 285 209 ry Domestic $1,147 [<F]
Total 70 S8 8120 Forsign 221 162
Totsl $1.368 100.9
The companents of the provision for taxes on income for Tax ot 5% Ts s 3ol
the years ended December 31, 1994, 1933 and 1932 were as ired in taxes 0 from:
follows: Dividand sxchumion 31 12.3)
g Taxes on foreign lncome in sxcess of
statutory rete F73 3s
Milions. 984 193 12 .
Forsign deterred tax st recognition ' 30) 12.21
Federal: State income taxes inet of federal effect) % 1.3
Current 78 ne [ - <] Tax cradits . 184) 16.7)
Delorred .. 128 1158} 9% Othar 19 11.4)
304 m 490 Prowision for taxes on income $ 187 23]
Foreigm: 1980
Gurrent b - b Income befors income taxes:
Deterred 119} 3 7 Domesth s 32 529
Q ] ” Forsign k] "
Sute: Toest s a4 100.0
Ovforred 9 ) ™ Tax 2 36% Py 250
L iroch in taxes g from:
@ z " d ) N -
Total provision for tazss on income 387 a7 ) Impact of federai rete intreese on deferred
= M
Tl income taxes paid in cash 447 610 s S " o = 13
. satutory rate " n.?
The deferred tax benefit in 1993 primarily resufted from Sale of foreign subsidiary ” 58
book sccruals associated with the Lower 48 reorpanization Foreign defarrad tax asaet recogrition @ e
. ) _ State ncome taxas (net of federal sfSect) " 22
and work force reductions. The mgjor compoenents of the Yax cracits R, g
net deferred tax liability as of Decamber 31, 1994 and 1993 Other un 2.7}
were as foilows: " Provieion for taxas on income s 518
— e ]
, 12
e - Iwcotve bators Income taost:
Dopracs etetion and 3,048 13,5000 Domestic 31,449 7.0
Other 1358) (s2m Forsign 453 24.0
Totat deferred tax Sabiities 14.008) - (3.968) Toust $.%07 1000
and e 22 2 Tax ot 4% s 548 340
Postretirement benefits 2% x2 in e from:
Forsigh axcass tax basie/loss carryforwards 208 1 Dtvidend aurluslon 7 5
Other n2 ne Taxes on foreign Income In excess of
. _ statutory et S 1.3
Total deforred tax sesecs LA Stets income taxee (net of federsl effect) © 32
Valuation slowance {104) a7 Yax credits 3 22)
Nt deferred income tax Rebility s2721  S2170) Oter L L
Provision for taxes on Income s 678 58

ARCO has foreign loss carryforwards of $290 million
which begin expiring in 1995. The valuation aliowance was
$102 million at Decamber 31, 1992.

The domestic and foreign components of income before
INCOMe taxes, MInoTity interest and cumulative effect of

ARCED 32

>

NOTE 8 Inventoriss

Inventories are recorded when purchased, produced or
manufactured and are stated at the lower of cost or market,
in 1994, approximately 86% of inventories, excluding”
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materiais and supplies. were determined by the last-in,
first-out (LIFO) method, Materials and supplies and other
non-LIFQ inventaries are determined predominantly on an
average cost basis,

Jotal inventories at December 31, 1994 and 1393 com-
prised the following categories:

Mittone 1994 1%
Crude ol #id Petroleum products $172 t208
Chemicai products 359 373
Other products 46 2
Materiais snd suppiiss. 223 243
Yotsd 1797 ”e

The excess of the current cost of inventories over book
value was approximately $253 million and $228 million at
December 31, 1994 and 1993, respectively.

NOTE 7 Long-tarm Debt .

Long-term debt at December 31, 1994 and 1993 com-

prised the following:

§
i

S%%, due in 1997 $ W s
$5.90%, dus I 2007 - 206
X%, due in 1998 102 102
X%, due in 2022 250 %0
BX%, due in 2012 194 250
1%, due in 2002 203 =0
#% axchangeable notes, due in 1997 k- -
9%, due in 202 b 300
%, due in 2031 18 180
A%, dus in 2011 300 200
4%, due in 2033 150 0
4%, due i 2018 80 50
10%%, dus W 2000 250 =0
10%%. dua I 1906 $00 %0
10%%, due i 2008 . 500 500
Third Series Madium-Term Notes k] 137
| Mecium-Term Notss - A Series 98 200
[Medium-Term Notes - B Sertes 0 250
ANCO Traeop Notss 2 ot
Varlable rate™, due in 2097 286 -
ARCO Chemical Compeny:
9.375%, due in 2008 100 100
0.2%, due in 2020 E-) E-2
2.9%, due in 2000 200 200
10.25%, due in 2018 100 100
French bank loans s “
ACNL bank icens 1”72 "
Vistar hank losn 1,080 1280
Capitaiized lesss obigetions 26 -
Other - 281 %7
Total, nchading debt due within one yeer 7,439 2.2
Loes: . .
Dbt due within one year 630 "ws
Sonds heid in sinking hund n bl |
Long-tatm dedt : $7.19  £7.008

) Weighted sverngs AD% 21 Dusmwisar 31, 1904,

T s . T v N T
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Maturities and sinking fund obligations for the five years
subsequent to December 31, 1994 are as follows (millions
of dollars): 1995 - $630; 1996 - $1,234; 1997 - $1,275;

1998 - $177; 1999 ~ $139. No material amounts of long-
term debt are coll lized by Company assets,

In 1993, Vastar borrowed $1.25 billion principal amount
under a $1.25 billion unsecured, variabie rate (6.15% at
December 31, 1394), revolving-term credit agreement avail-
able until 1996. During 1994, the maximum pringipal
amount under the credit agreement was reduced 10 $1.05
billion. The agreement contains restrictions which, among
other things, require Vastar to maintain certain financial
ratios and restrict encumbrance of assets.

in August 1994, ARCO issued 39.9 million 9% Exchange-
able Notes (Notes) due September 15, 1997 at a price of
$24.75 per note. At maturity, holders will receive, in
sxchange for the principal amount of the Notes, shares of
Lyondell stock, or at ARCO's option, cash with an equal
velue. The number of sharas or the amount of such cash
will be determined using a formula based on the price of
Lyondsll common stock at the maturity of the Notes.

At December 31, 1994 and 1933, approximately $360 mil-
lion and $355 million, respectively, of long-term debt was
di inated in foreign cur To reduce the exposure
to foreign currency fi ions, ARCO d into a swap
agreement on an 18 billion yen debt issue due in 1998
which fixes the principal balance at $102 million with an
effective interest rate of 8.14%.

ARCO periodically enters into interest rate swap agree-
ments with the objective of managing interest rate risk by
converting the interest rate on variable rate debt to a fixed
rate. The fixed rate is accrusd and charged to interest
expenses through the term of the interest rate swap agrae-
ment. At Decamber 31, 1994, ARCO had outstanding inter-
est rate swaps on two loans totalling 300 million Dutch
guilders {approximately $172 million) due in 1897. Both
swaps mature in 1997 when the related debt becomes due.
The swaps effectively changed both loans’ floating interest
rates 10 fixed rates of 5.7% and 6.71%. ARCO intends to
hoid the swaps until maturity.

NOTE & Short-term Borrowings and Bank Credit Fecilities

Notes payable consist primarily of commercial paper
issued to a variety of financial investors and institutions
and any amounts outstanding undsr ARCO or ACC credit
facilities. The weighted average interest rate on notes
payable outstanding at December 31, 1994 and 1993 was
6.1% and 4.3%, raspectively.
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NOTES TO CONSOLIDAYTED FINANCIAL STATEMENTS

In 1994, ARCO and certain whotly owned subsidiaries had
committed bank credit facilities of approximatety $3.3 bil-
lion. At December 31, 1994, $115 million was borrowed
under these committed facilities.

ACC maintains its own credit facility, not guaranteed by
ARCQ, ynder which it may borrow up to $300 miltion. At
December 31, 1994, there were no borrowings against the
ACC credit facility.

At December 31, 1994, ARCO had lettars of credit out-
standing totalling approximately $330 million.

NOTE 9 Interest Expense

Interest expense for the years anded December 31, 1994,
1993 and 1392 comprised the following:

MiNions 198 1 e
Long-term detxt 3834 5573 . ~23
Short-tenm dedt | 4 2 106
Other [ J 08 “
79% m o7
Capitalized interest . 324} (58} (118},
Total interest sxpense 3759 S8 R
Total intereet paid In cash 3768 5749 752

NOTYE 10 Foreign Currency Transactions

Fareign exchange transactions resulted in a net loss of
$12 million in 1994 and net gains of $22 million and $1 mil-
lion in 7993 angd 1992, respectively.
NOTE 11 Fixed Assets

Property, plant and squipment, and related accumulated
depraciation, depletion snd amortization at December 31,
1994 and 1993 were as follows:

Milions 1934 1
Resources: :
OR and gas $13.355 319,300
Cosl 1418 129
Products:
Refining and marksting 4,000 3847
Tranaportation 3,563 350
Ants themicels and
products 1524 iz
Other - sl 008
32248 31494
and sevoctization 14,528 wes
Torsl £15.222  $15908

Expenses for maintenance and repairs for 1994, 1993 and
1992 were $525 million, $509 million and $513 million,
respectively. : ’

ARCO 34

NOTE 12 Other C and Contl !

ARCO has commitments, including those related to the
acquisition, construction and development of facilities, all
made in the normal course of business.

At Decernber 31, 1994 and 1993, there were contingent lia-
bilities primarily with respect to guarantees of securities of
other issuers of approximately $75 million and $111 mil-
lion, respectively, of which approximately $41 million was
indemnified at December 31, 1993.

Following the March 1989 EXXON VALDEZ oil spill, Alyeska
Pipeline Service Company {Alyeska) and Alyeska’s owner
companies were the subject of numerous Jawsuits by the
State of Alaska, the United States and private plaintiffs.
ARCO Transportation Alaska, Inc. (ATA} owns approximately
21% of Alyeska. Alyeska and its owner companigs have set-
tled the federal and state claims and all but a handful of the
lawsuits by private plaintiffs. Certain issues retating 1o the
liability for the spill remain unresoived between the Exxon
companies and Alyeska and its owner companies.

ARCO and former producers of lead pigments have been
named as defendants in cases filed by & municipal housing
authority, a purported class and saveral individuals seeking
damages and injunctive relief as a consequence of the
presence of lead-based paint in certain housing units. ARCO
is glzo the subject or party to a number of other pending or
threatened legal actions.

in January 1995, the State of Montana presented to ARCO
3 revised demand for damages of $635 million based on
alieged injuries 10 natural resources resulting from ARCO's
mining and minaral processing businesses formerly opar-
ated by Anaconda, ARCO's predecessor, in Montana. ARCO
is contesting the amount of this demand.

ARCO is subject to other loss contingencies pursuant to
federal, state and local environmental laws and reguiations.
These include possible obligations to remave or mitigate
the affects on the wment of the di | or rei of
certain chemical, mineral and petroleum substances at
various sites, including the restoration of natural resources
located at these sites and damageas for loss of use and
non-use values. ARCO is currently participating in environ-
mental assessments and cleanups under these laws at
federal Superfund and state-managed sites, as well as
other clean-up sites, including service stations, refineries,
terminals, chemical facilities, third-party tandfills, former
nuclear processing facilities, sites associated with discon-
tinusd operations and sites formerly owned by ARCO. ARCO
may in the future be invoived in additional environments!
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assessments and cleanups, including the restoration of nat-
ural resources and damages for loss of use and non-use
values. The amount of such future costs will depend on
such factors as the unknown nature and extent of contami-
nation at many sites, the unknown timing, extent and
method of the remedial actions which may be required and
the determination of ARCO's liability in proportion to other
responsible parties. in addition, environmental loss contin-
gencies include claims for personal injuries allegedly
caused by exposure to toxic materials manufactured or
usad by ARCO,

ARCO continues to estimate the amount of these costs in
pariodically establishing reserves based on progress made
in determining the magnitude of remediation costs, experi-
snce gained from sites on which remediation has been
completed. the timing and extant of remadial actions
required by the applicable governmental authorities and an

" avaluation of the amount of ARCO’s liability considered in
light of the liability and financial wherewithal of the other
responsible parties. At Decembar 31, 1994, the environ-
mental remediation accrual was $670 million. As the scope
of ARCO's obligations becomes more clearly defined, thers
may be changes in these estimated costs, which might
resuit in future charges against ARCO’s eamings.

ARCO’s environmental remediation accrual covers federat
Superfund and state-managed sites as wall as other clean-
up sites, including service stations, refineries, terminals,
chemical facilities, third-party landfills, former nuclear pro-
cessing facilities, sites associated with discontinued opera-
tions and sites formerly owned by ARCO. ARCO has been
namad a potentially responsible perty (PRP) far 126 sites,
The niumber of PRP sites in and of itself doss not represent
a relevant measure of liability, because the nature and
extent of environmental concerns varies from site to site
and ARCO's share of responsibility varies from sole respon-
sibility to very littie responsibility, ARCO reviews ali of the
PAP sites, slong with other sitas as to which no claims have
been asserted, in estimating the amount of the accrual.
ARCO’s future costs at these sites could exceed the amount
acgrued by as much as $1 billion.

Approximately haif of the accrual related to sites associ-
ated with ARCO's discontinued operations, primarily mining
activities in the states of Montana, Utah and New Mexico.
Ancther significant component related to currently and for-
merly owned chemical, nuclear processing, and refining snd
marketing facilities, and other sites which raceived wastes
from these facilities. The remainder related to other sites
with reserves ranging from $1 million to $10 million per site.

Na one site represants more than 15 percent of the total
accrual, Substantially all amounts accrued are expected to
be paid out over the next five to six years.

Ctaims for recovery of remediation costs already incurred
and to be incurred in the future have been filed against vari-
ous insurance companies and other third parties. These
claims have not been resolved. Due to the uncertainty as to
ultimate recovary from these parties, ARCO has neither
recorded any asset nor reduced any liabikity in anticipation
of such recovery.

Although any ultimate liability arising from any of the
matters described herein could result in significant
8xpenses or judgments that, if sggregated and assumed to
occyr within a single fiscal year, would be material to
ARCO's results of operations, the likslihood of such occur-
rence is considered remots. On the basis of management's
best assessment of the ultimate-amount and timing of
these events, such expenses or judgmants are not
expected to have a material adverse sffect on ARCO's con-
solidated financial statements, '

The operations and consolidated financial position of

ARCO continue to be affected from time to time in varying
degrees by domestic and foreign political develop a8

well a3 legisiation, regulations and litigation pertaining to
restrictions on production, imports and exports, tax
incraases, snviror | reguiati llation of con-
tract rights and expropriation of property. Both tha likeli-
hood of such occurrences and their overall effect on ARCO
vary grestly and are not predictable.

These uncartainties 2re part of 8 number of items that
ARCO has taken and will continus 10 1ake into attoum in
periodically establishing reserves.

NOTE 13 Retirement Plans

ARCO and its subsidiaries have defined benefit pension
plans to provide pension benefits to substantially alt
oemployees. The benefits are based on years of service and
the employee's cornpensation, primarily during the fast
three years of service, ARCO's funding policy is to make
annual contributions as required by applicable regulations,
ARCO accrues pension costs based on an actuatial vaiva-
tion for each plan and funds the plans through contribu-
tions $0 trust funds that are kept apart from Company
funds,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following tabie sets forth the plans’ funded status and
amounts recognized in the balance sheet at December 31,
1994 and 1993:

Assrts Excond Accumuisted

In addition to this pension benefit, in 1994 and 1993 ARCO
recorded $143 miilion and $61 million, respectively, befors
tax as additional pansion cost in connection with the work
force reductions in thoss years.

>

Accumulated Baenefits ¥ H
ihors ARCO's a.ssumptlona usad as of December 31, 1994, 1393
and 1992 in determining the pension cost and pension !ia-
. prosent valve of bility were as follows:
obligations: Percamt
Vasted baneft obligation $1.692 s 152 g e b
Accumutated benefit obligetion 1,798 s Dlecount rate 8.2 g 85
Rate of salary progression 5.0 50 LY
Projected benefit cbligation 2108 $ 20 Long-term rate of cetum on sesets 105 105 105
Man sesats st fale valve, primarily
stocks snd bonds 23717 - NOTE 14 Other Postratirement Benefits
Projected benefit obligation (in ARCO and its idiari ; 9
o o 1o hom plae 2 2500 subsu?mnas sponsor defined postretirement
Unecognized net loss w @ benefit plans 1o provide other postretirement benefits to
Prior service cost Aot yet recognized tially all employees who retire with ARCO having
n . . ) )
ot periodic pension T" i = rendered the required years of service, aiong with their
obligation from Janusry 1, 1908 i319) 13 spouses and eligible dependents. Health care benefits are
Adh wred 1o " ) rimari L, .
) - provided primarily through compra.hanswa indemnity
—_— plans. Currently, ARCO pays approximately 80% of the cost
Prepaid pension cost (Kability} . . .

i in the hest s 23 $ (173 of such plans, but has the 1ight 1o modify the cost-sharing
frons - provisions at any time. Life insurance benefits are based
Actuarial prosent velus of benelit primarily on the employes’s final compensation and are

obikgations: - . also partially paid for by retirea contributions, which vary
w5 ] based upon coverage chosen by the retires,
BTy ammmm——y ARCO's current policy is to fund the cost of postretirement
Plan sseats at fair vaiue, primerity health care and life insurance plans on a pay-as-you-go basis.
stocks snd bonds 2720 - The foilowing table sets forth the plans’ combined post-
Projected banefit obligation tin retirenent benefit liability as of December 31, 1934 and 1993:
axtess of} or lees than plan sesets 300 214)
Unrecognized netloss 134 100 Hesith Lile
Prior service cost not yet recognized Wilors Cars  Insurance Total
in net peviodic pension cost 48 Fed 1904
Remaining unracognized [seeet) Accurndated postretirement
obRigetion from January 1. 1986 -7 ] Denefit obigation:
Adjustment required to recognize Retiroes 512 151 2665
minkmum Kability - Lnal § ioyees fully efigiie P23 ’ 32
Propeid penalon cost (lebiity) Other sctive participants 158 k1 180
recognized in the betance sheet s 24 & {140 Totad [ 194 887
. Unrecognized gain tioss) 153) ] 144)
Pension costs selated to ARCO-sponsored plam._en 8 pre- Accrusd postretrement
tax basis, including amortization of unfunded projected baredit cowt recognized
benefit obligations for the years ended December 31, 1994, it baiance sheet e ue o=
]
1993 and 1992 were as follows: Accumvletad postreteement
Mons e e pre Dbenefit cbiigation:
' Retirses a8t s158 =19
_ | Service cost-benelits sarned Ermployess fully sligitie » 12 4
during the period $5 3 W & 5 Other active participants an 47 258
Interset cost of projectad benedit Cam s = Total 07 n 24
Amwﬁmm on plen sesets & o) Unrecognizad loss L L L
Net amortization and deterrsl 1344) 29 nzn) Actrusd postretirement
beneft cost
Nat pariodic pension benefit $(18) 8 N 0§ (34 hmbdmmm %82 5199 1]
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ARCO charges postretirement benefit costs as accrued,
based on actuarial calculations for each plan. Net annual
postretirement benefit costs for the years ended December
31, 1994, 1993 and 1992 included the following components:

NOTE t5 Stockholdars’ Equity

Detail of ARCO's capital stock as of Decernber 31, 1994
and 1933 was as follows:

. - e 1994 1983
Miliions . Card  Inaurance Torad 3,00 Cumulative convertible
994 pretersnce stock, par $t
Service cost Frs sarned Sharea suthorited 76,089 HI1e
ig the per 7 ta 821 Bhares lnsued and outstanding 73,721 91309
cout on sccumulated Agoregats value in Rquidation -
P s At oblh 54 W5 a9 {thousands) £5.898 6,506
Nt 3 . 3 £2.30 Cumulative convartibie
stook, par §Y;
Net postretirement benefit cont 74 319 £33 Shares suthortzed 833778 242098
1992 Shares lesued and outstanding 794.796 54,063
Service cost-bensfity semed Agpregate value in keuidation -
during the period 1 13 ns tthoussndal 55,636 58,784
Tterset cout on accumulated Common stock, par £2.50:
. N " Y 18 = Shares suthorited 600,000.000 600,000,000
benent Sheres iassed 180,800,137 100,748,125
Net
postrativemant benefit cost w e it Shares outstanding 160,753,968 159,963,580
1982 Shares heid In tressry 4837 T9R45
Service cost-benafits samed
during the period e $3 g Changes in preference st utstanding in 1
Wterest cost on sccumwistad : s P ock?o nding in 1994, 1933
b S “ - . and 1932 were due to conversions. The $3.00 cumutative
Net postretiremaent beoeftt cost P e 8 convertible preference stock is convertible into 6.8 shares

in addition to the cost above, in 1994 snd 1993, ARCO
recorded $24 million and $9 million, respectively, before
tax as additional postretirement benefit expense in connac-
tion with workforce reductions.

The significant assumptions used in determining post-
retirement benefit cost and the accumulated postretirement
benefit obligation were as follows:

Portaet - 1554 " .

| Diacount rete 825 = s
Rate of salary progression 50 - 0

The weighted average annual sssumed rate of increase in
the per capita cost of coveraed benefits (i.e., health care
trend rate} for the heatth plans is 10% for 1992 to 1996, 8%
for 1997 to 2001, and 6% thereafter, The affect of a one-per-
centage-point increass in the assumed health care cost
trend rate would increass the accumulated postretirement
benefit obligation as of Dacember 31, 1994, by approxi-
mately 12%, and the aggregate of the sarvice and interest
cost components of net annual postretirement benefit cost
by approximately 14%.

PNYC 0001254,

of cc >n stock. The $2.80 cumulative convertible prefer-
ence stock is convertible into 2.4 shares of common stock.
Common stock is subordinate to the preference stocks for
dividends and assets. The $3.00 and $2.80 preference
stocks may be redeemed at ths option of ARCO for $82 and
$70 per share, respectively.

ARCO has authorized 75,000,000 shares of preferred stock,
$.01 par, of which none were issued or outstanding at
December 31, 1994,

The balance in ARCO's common stock st December 31,
1394, 1933 and 1992 was $402 million. '

Detait of changes in treasury stock in 1994, 1993 and 1952
was as follows:

Milons

Batance, January 1, 19862 $ 328
Tronssy stook sontributed to banefit plers 1110)
 Convarsions 128
Balance, Decamber 31, 1982 "
Trassury stock cotrtributed o benefit plens. iz
Conversions z7)
Balance, December 31, 1983 -]
Tressury stock contributad to hanefit plant {56))
Convarsions (22}
Salance, Decembar 31, 1904 s 5

The net decrease in capital in excess of par value of stock
in 1994, 1993 and 1992 of $14 miltion, $15 million and
$12 million, respectively, was due primarily to the conver-
sion of preference stock to common stock,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

At ODecember 31, 1994, shares of ARCO's authorized and
unissued common stock were reserved as follows:

Conversions:
$3.00 Prefecence stock 501,303
$2.80 Preferanca stock 1.907.530
Stock option plans 6,353,465
Employee benefit plans 9,974,422
Total 18,738,780
——"

Under ARCO's incentive compensation plans, awards of
ARCO's common stock may be made to officers, outside
directors and key employees.

NOTE t6 Earnad per Share

Earned per share is based on the average number of
on shares ¢ ding during each period including
common stock equivalents that consist of centain outstand-
ing options and 3ail outstanding convertible securities, The
average shares used in the calculation of earned per share
for the yaars ended Dacember 31, 1994, 1993 and 1952 wers
163.2 million, 162.4 million and 161.5 million, respectively.

NOTE 17 Stock Options

Options to purchase shares of ARCO's common stock
have been granted to executives, outside directors and key
employees. Thesa options become exercisable in varying
installments and expire ten years after the date of grant.

NOTE 18 Supplemantal Cash Flow Informstion

The following is supplemental cash fiow information for
the years ended December 31, 1994, 1993 and 1992

Wiorm. 1988 1993 1982
Short-tarm investrments:

Grows maturities $5.952 $BAZE 24,79

Gross purchasss. 16,7204 2m 14,978}
Net cash used $ (768} $ (209 2 1100}
Notes payabie:

Gross procseds 59,518 3,563 37,380

Gross repsyments 19,585} 8,538} 17.579)
Nt cash provided {used) 3 169 $ N $ (199}
Groas noncaeh provisions

charged to incoms 3 a88 $1,548 $ 553
Cash pryments of previousty

sexrued tems (800} 1638) (760}
Noncash provisions greater

{kown} than casl peyments s & $ 513 $ (207}

NOTE 18 Lease Commitmaents

Capitai tease obligations are recorded at the present
value of future rental payments. The related assets are
amortized on 8 straight-line basis,

At Decemnber 31, 1934, future minimum rental payments
due under leases were as follows:

WSony Loasew Loasas
nsacti ring 1994, 1 ng 1992 were as follows:
Transactions during 1994, 1993 ang 1992 were . . PR
Baiance, Jenuary 1, 1982 2,008,001 e 3 28
Granted . 29487 187 3 1086
Exarcised {sversge option price per shave: §77.08) s1.3981] ::: 3 87
. ] 3 59
Balance, Decomber 33, 1952 264,363 Latwe n 307
Granted 574728 y —_
Exercisad (aversge option priow per share: $81.74) 4a.7omj Total minkman lesse peyments & 1850
Balance, December 31, 1993 LRAR mputed nterset irstss ranging from
Granted : 573,006 9.75% to 12.00%) 2
Exartisad ieverage option price pev shars: STS.17} (75.019) Provant vaiue of minimum lesss
Cancelied 97,2981 payments inchuded in long-term delt $ 28
Baiance, December 31, 1984 3.573,742
At Decomber 31, 1904: - Minimum future rental income under noncanceliable sub-
Sheres sxsrcissble 279788 leases at Docember 31, 1994 amounted to $108 miilion.
Sharse svailable for opdon s Operating lease net rental expanse for the years snded
(1.906,570 ot December 31, 1963)
Average option price pev shers: December 31, 1394, 1993 end 1992 was as follows:
Shares under option’ $104.2¢
Shares sxerciesble 3100.57 MiSions (T s 1.
Minimurm remtals 21 208
Contingent rentale 2 1 1
[ Sublesss rental lncome 12 s 1
Net rental expenss 5208 2208 5199
PNYC 00012882
ARCOD 30

T A v e vt AW W Sl Y e e

»




No restrictions on dividends or on additional debt or
|ease financing exist under ARCO’s iease commitments.
Under certain conditions, options and obligations exist to
purchase certain leased proparties. '
NGTE 20 Lyondell Petrochemical Company

Lyondell is engaged in the manufacture and marketing of
basic commodity chemicals, including ethyiene, propyiene,
methanol and aromatics, and, through its approximately 30%
interest in LYONDELL-CITGO Refining Company, the refining
and marketing ot petroleum products.

At December 31, 1994, ARCO owned 43.9% of Lyondel!
col stock outstanding; ARCO accounts for this invest-
ment on the equity method. The market value of ARCO's
shares of Lyondell common stock, based on the closing
quoted market price at December 31, 1994, was $1,033
million,

Summarized financial information for Lyondell was
as follows:

In July 1994, Vastar completed an initial public offering of
17,250,000 shares of its common stock at $28 per share.
ARCO recognized an after-tax gain of $273 million from this
transaction. At December 31, 1934 ARCO's 80,000,001
shares represent 82,3% of the outstanding common stock.

NOTE 22 investments

At December 31, 1994, investments were composed
principally of L.S. Treasury securities, corporate debt
instruments, and municipal securities and were included in
cash equivalents or short-term investments depending on
their maturities, which generally ranged from one day to
one year, At December 31, 1994, investments in debt
securities classified as hald-to-maturity were recorded at
amortized cost while investments in debt securities
classified as available-for-sale are reported at fair value,
with unrealized holding gains and l0sses, net of tax,
reported in 8 separate component of stockholders’ equity.
At December 31, 1943, all investments in debt securities
ware stated at cost, which approximated fair value.

Meions 954 195 ()
The following summarizes investments in debt securities
Year enced Decamber 31 .
Revenues™ EYTIE Y TR Y ) at Dacember 31, 1994:
Operating income st s W $ 104
Mions Avaliabie-torSele  Mekd-to-Maturity
Income before income taxes
ond o Agoregate tair vahw 157 $ 1239
secounting changes $ 389 s 1 $ ¥
Groes unrealized hokding lomes s 62 s -
Cumulative sffect of changes
Amortized cost . 81,941 51219
In sccounting principles s - s 22 $ (004
Net income s23 s ¥ s B Grows reakied losses on ssies s n s -
Geosx 5,200 340,500
ARCO’s aquity in net income Groas sales : $4,700 $ -
of Lyondeft s 1M s 3 s 8 Groas matusition $ 5 340.500
Cash dividends recsived N
from Lyondeit s 8 $ M s m For purposes of determining gross realized losses, the
At December 31: cost of available-for-sale securities sold is based upeon the
Ciarrent sssets sy $53 ¢ e e
pecific idantification method.
NONCUTent assets $ 998 s 708 s 47 S o
Current Sabiities $433 $29% 83 NOTE 23 Financial Instrumaents and Fair Value
Long-term debt $ 707 s N7 s 5 -
Other HabiRtties sz &M 8B ARCO does not hold or issue financial instruments for
Minority irrtermet s s 0§ - trading purposes.
Stockhoiders’ equity (deficit)™ s & s 8 3 8 N . .
ARCO enters into various typea of foreign gurrency for-

1n} Ivahudus STH. 6278 wvd ST25 af anlad 40 ANCO In YIE, THES ooul YHEL, rvmpasiiondy, whivh
spprnireated $%. A% tovd T of ANCCT S purdhames in thess yamrs.

ARG A % of

vy dntuict

NOTE 21 Public Offering of Vestar Common Stoek

In September 1993, ARCO established Vastar, 8 wholly
owned subsidiary of ARCO. Effective October 1, 1993, ARCO
conveyed to Vastar benaficial title to certain producing
properties together with certain developed and undaveloped
acreage. Vastar is primarily engagad in the exploration for
and the development and production of natural gas.

ward and swap contracts to hedge foreign currency trans-
actions. Foreign currency forward contracts are used
predominantly to hedge U.S. dollar denominated debt
issuad by a foreign subsidiary. A foreign currency swap
contract is usad to hedgs debt denominated in Japanese
yen. In addition, ARCO uses a combination of foreign cur-
rency forwards and swaps 10 hedge anticipated future cash
flows from overseas operstions. These foreign currercy
contracts generally do not have maturities exceeding one
year. Gains and losses on foreign exchange contracts gen-
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NOTES TO CONSOLIDAYED FINANCIAL STATEMENTS

erally offset gains and lossas on assets, liabilitiss, and
transactions being hedged.

At Decernber 31, 1994 and 1933, the total notional
amounts of foreign currency contracts {principaily
European currencies, Australian dollars and Japanese yen)
were approximately $760 miilion and $700 million, respec-
tively.

ARCO alsc uses various hedging arrangements to reduce
exposure to price risk for future crude oil and natural gas
transactions. Gains and losses are netted and deferred until
realized in sales and other operating revenues as the physi-
cal production required by the contracts is delivered. At
December 31, 1994 and 1993, the notional amounts of open
contracts were not sigaificant.

Explicitly deferred gains and losses arising from hedging
activities of anticipated transactions are generally included
in the balance sheet as either other current assets or other
current liabilities.

At December 31, 1994 and 1993, the carrying and fair val-

value of ARCO's long-term debt was estimated based on the
quotad market prices for the same or similar issues or on
the current rates offered 10 ARCO for debt of the same
remaining maturities. The fair value of foreign currency
contracts and interest rate swaps represented the amount
to be exchanged if the existing contracts had been ssttled
at ygar end and were estimated by obtaining quotes from
brokers.

ARCO is exposed to credit risk related to its financial
instruments in the event of non-performance by the coun-
terparties. ARCO does not generally require collateral or
other security to support these financial instruments. The
counterparties to thesa instruments are major institutions
deemed creditworthy by the Company; ARCO does not
anticipate nonperformance by the counterparties.

NOTE 248 U

d Querterly Rasult
MERons, SR0MDE Par share MnouTts 1954 1953

Sales and other cpersting revenuss

Gewciudinyg axcies TAxes)
ues of interest rate swaps were not significant. At December Quartsr snded:
. N . Morch 31 $ 1800 § 4507
31, 1994 and 1993, the carrying value and estimated fair e 30 e ppaid
value of ARCO's other financial instruments were as follows: Saptember 30 om 4553
Decembar 31 4307 4757
1954 1983
Corrying fole  Carvying Pair Total $16552 513487
L Volue Ve Ve Ve gain on
Non-Darivatives: of stock by subsidiary, income taxes
Short-tarm rvestments 52991 2991 22 122N and minority irtereet
Long-term krvestments S 38 $1.273 $ 208 0D Caurtar oncled:
Other investments and fong- - March X9 $ 5 5 M2
torm recaivables $2001 s$29 sar s Junw 30 e 4
Notes peysile S1478  S1ATE B0 S0 September 30 271 2y
Long-term debt, inchuding Oecermber 3t 357 e
surrent maturities 208 $2.991  £1.234 88307 Totat $ %% $ M
Derivativas:
Net income {loss}
Y Quarter ended:
forward contracts $ t18) 3 (08 # 1 3 () n s U 8 20
Foreign currency vwaps 3 B s B3 s » 3 ® June 20 2 1
Off & gas price swape s s s s s s nf o % s "
December 3t 311 13301
Short-term investments and notas payable were valued at Torst o 1 e
their carrying amounts, which were reasoz:lablo ssuma.tn oo
of fair value due to the relatively short period to maturity. Ousarter ended:
Investments and long-term recaivables were valued at March 31 s 032 3 18
. o . N June 30 $ 0% 3 187
quoted market prices if avaitable. For unquoted investment September 30 s 267 8 042
securities, which ware predominantly equity interasts in Dacomber 31 $ 190§ 2081
associated entities, the reported fair vaiue was estimated toh Sow Mot 2

on the basis of financial and other information. The fair
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INDEPENDENT ACCOUNTANTS: REPORT

To the Stockholders and Bosrd of Di; of ic Rlchfleid C.

We have audited the accompanying consolidated balance sheets of Atlantic Richfield Company as of Decamber 31, 1994 and 1993,
and the related consolidated statements of income and retained earmings and cash flows for each of the three years in the period
ended December 31, 1594. These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are fres of material misststement. An
audit includes examining, on  test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by managemant, as well as evalusting the
overall financial statement presentation, We believe that our audits provide a reasonable basis for our opinion. .

In our opinion, the financial statements referred to above present fairly, in all material respects, the consoiidatad financial position
of Atlantic Richfieid Company as of Decembar 31, 1934 and 1983, and the consolidated results of its Operations and its cash fiows for
each of the three years in the period ended December 31, 1994, in conformity with generally accepted accounting principles,

As discussed in Note 3 to the consolidated financial nts, the Company changed its method of accounting for income taxes,
postretirernent benefits other than pensions and postemployment benefits in 1992,

(o . K2

Coopers & Lybrand LLP.
Los Angeles, Califonia
February 10, 1995

RESPONSIBILITY FOR FINANCIAL STATEMENTS

To the Stockholders of Atlantic Richfisld Company

The Company’s management assumes responsibility for the integrity and objectivity of the financial information contained in
* this Annual Report, including the statements covered by the independent accountants’ report. The Company maintains an
accounting system and related contsols to provide reasonable assurance of the integrity and objectivity of accounting information
and for the safeguarding of assats. The fair presentation of the Company’s financial position and resuits of operations, in
conformity with generally accepted accounting principles, is reported on by the independant accountants.

In addition to the accounting and control systems and the use of independent sccountants, the Company maintains a staff of
internal auditors who conduct internal control audits as well as special sudits, coordinating their activities with the independent
accountants.

The Company has had an Audit Committes of the Board of Ditectars for mare than 25 years. The Committes curmently consists
exclusively of directors who are not amployees of the Company, and meets as required, but at 8 minimum of three times a year.
The Committee has baen established far the general purpose of satisfying itseif as to the integrity of the Company’s accounting
and financial reporting, maintaining communications between the Board of Directors and extama! and internal
auditors, continuousty emphasizing the nesd for internal financial controls, and initisting special investigations as deemed
T y. The independent accountants and the intarnal auditors have full and free access to the Audit Committee and meet
with it, with and without manag being p t, 1o di all appropriate matters.

P

Mike R. Bowlin
President, Chief Execttive Officer
and Chisf Operating Officer
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SUPPLEMENTAL INFORMATION (UNAUDITED)

Ol and Gss Producing Activitiss

The Securities and Exchange Commission (SEC) defines
proved oil and gas reserves as those estimated quantities of
crude oil, natural gas, and natural gas liquids that geological
and engineering data demonstrate with reasonable certainty

The changes in proved resarves for the years ended
December 31, 1992, 1993 and 1994 were as follows:
Potreinan Undde
irnilken berreln}
US.  imametions

Naturst Gam
Tollhar sulbic Toot)

Vs  menatienst

10 be recoverabie in future years from known reservor eaorves at
ove . ki : owl ' '&se 0irs Jenuary 1, 1932 2842 i 5IW 2408
under existing economic and operating conditions. Proved Revisions of evtimates ® 2 z ]
developed oil ang gas reserves are reserves that can be Umproved recovery » - “ -
. . . Purcheses of mineraie-
expected to be recovered through existing wells with exist- in-place o - n .
ing equipment and operating methods. Extensions snd decoveries 100 2 “s 6
. . Production i2¢2) 28 1440 183
ARCO reports resa mates to various federal govern-
po. tve esv i . ederal g Consumed in production - - 2 15)
ment agencies and commissions. These estimates may Sales of mineraie-in-place 197} 5 (383 -
cover various regions of crude oil and natural gas classifica- Reserves ot
tions within the United States and may be subject to man- °"""°‘;“' 162 et B 2 I 4
- Ravislons of sstimates {20) 1]
dated definitions. There have been no reports of total ARCO Inproved recovery » - I;:’ '5?
reserve estimates fumished to faderal governmant ag Purchesss of
- . in-plsce 3 - 3 -
o.r commlslo‘ns :nh:ch vary from those reported to the SEC E Jone snd dlecovaries “, " 8 50
since the beginning of the last fiscal year. Production (224 29 (32 i
Estimated quantities of ARCO's proved oil and gas reserves Consumed in production - - "’
Sales of minersis-n-plase “n [ ) m
were as follows:
Nesarven at
Putrotaum Uguida Necursl Qs Decomber J1, 1983 e 208 4725 1.0
(milien berrelel fiton suble fosts Revisiona of sstimates " (19 94 n
US,  Iimenetienal us. L d 4 20 - 13 -
Purchases of
January 1, 1982 In-place " - Rk} B2
Proved raserves 280 1 s, 798 2,408 Extansions end discoveries n 7% 232 291
Proved deveioped ressrves 2,004 3 5,000 534 Production 218 128 (350 (1871
December 31, 19622 Consumed in production - - o8 )
Proved reserves 57 2n 6,198 17 Sales of minarsis-n-pisce 7 14 a8 -
Proved developed reserves s 122 4582 "o
December 31, 1983 Resorves ot
» 22% 2080 472 3280 December 31, 1984 2248 22 4615 34
Proved developed ressrves 1,904 1 oL 10
December 31, 1994 Significant changes to proved oil and gas reserves during
Proved reserves 2248 w4 3am 1994 were due to the addition of reserves fromr an enhanced
Proved developed resarves 1915 7 430t L2

Included in ARCO's resarvas are 100% of the reserves of
Vastar, a consolidated subsidiary of which ARCO owned
82.3% at December 31, 1994, Vastar’s reserves comprised
4% and 43% of U.S, petroleum liguids and natural gas,
respectively, at December 31, 1994,

ARCO has no long-term supply contracts to purchass from
foreign governments or any interest in equity affiliates
involved in oil and gas producing activities.
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oil racovery project at Kuparuk, from the Villano field in
Ecuador, and the Trent and Tyne gas fislds in the North Sea.

Estimatas of petrolaum resarves have been made by ARCO
sngineers. These astimates include reserves in which ARCO
holds an economic interest under production-sharing and
other types of operating agreemants with foreign govern-
ments. These estimates do not include probable or possible
resarves. Natural gas liquids comprise 12% of petroleum lig-
uid proved reserves.

The sale of natural gas from the North Siope of Alaska,
which is not used in providing fuel in North Slope opera-
tions or soid 10 others on the North Slope, is dependent
upon construction of a natural gas transportation system or
another marketing alternative, Such gas is not included in
ARCO's resarves. There are currently several projects under
consideration, including the Alasks Natural Gas Transporta-
tion System and the Trans Alaska Gas System. However,

ANCO a3




there are 2 number of regulatory, financial, legal snd market-

ing questions regarding the projects that remain unresolved,
ARCO continues to study various options for marketing

Nonh Slope gas. However, ARCO Alaska believes that market

Results of operations from oil and gas producing activities
{including operating overhead) for the three years ended
December 31, 1994, 1993 and 1992 were as follows:

. ) . . NoBacw v Wewrnatiine Yol
conditions are not likely to permit implementation of any
. e 1934
large gas sales projects within the foreseeabls future. Revenves:
The aggregate amounts of capitalized costs retating to oil Saiee $1421 3 A59  $2.280
and gas producing activities and the related accumuiated Transters "‘3‘ - 1456
o . o Other . 15
depreciation, depietion and amortization as of December 31, Tont oo
X 3,851
1994, 1993 and 1992 wers as follows: Production costs 1,166 199 1365
Explorgtion sxpensas 217 172 455
Proved Properties. Ungroved Propertes .
Milons us us and smortizetion 731 275 1,006
1994 Other operting sxpensss 251 1”7 22
Gross $14353  $3.538 3510 8231 528 ” 603
Accumuiated depre- Income tax expense 143) 143) 1186).
ciation. depietion
Rasutts of operstions from
and smortization 8963 2,100 328 [ ey S 8 % 5 e
Net $5390 $1,898 stz 223 19
1. Revenues:
Grose 521 e %3 238 Seles $1.439 8 W7 s24ee
Accurmilated depre- Traratns 108 - 1818
ciation, depietion Other L) n »
and amortization 8772 ras 318 [ 2908 o Py
Net . P57 31,708 o 2y Production costs 1313 14 1,507
2 Expioration sxpenses &7 ans -?
Dapracistion. depletion
Gross 3 £3, " 198
hated 5212 e and amortization s 00 m
Other cpersting axpensss 08 " E>
shd amortization 21 .18 7 1 L] 28 o
Net s 5.191 $1.089 2000 3198 NCOMe tBX MXPense - (206) {49 (258)
Resuite of operytions from
Costs, both capitalized and expensed, incurred in oif and production activities 338 82 33
gas producing activities during the three years ended bt
December 31, 1994, 1993 and 1992 were as follows: Saiee 2967 4 W0 s
Transters 1842 - 142
o ' US.  memetional Tornt Oth ™ 9 m
1”4 . e " 4917
Property scquisition costs: Production coste 1481 27 1708
Proved proparties s - s $ Explorgtion axpenses 2 L3 L 3
Ungeoved properties 3 s s & Depracistion, depletion
Exploration couts 3180 s 417 snd amortization ne 26 1149
Deveiopment costs i $2950 3651 Other operating wxpenses a9 1 s
1933 1.080 ] LIS
Property acquisition costs: come tax Sxpetwe {348 @n {367
Proved properties s -~ s 3 L} of rom
Unproved properties bl $ 2 o production sctivites s s M sTM
Expiorstion costs 381 nH s
Deveiopment costs %N 441 8578
1992 The difference between the above results of operations
Property sccuisition costs: and the amounts reported for after-tax oil and gas segment
Proved jroperties $93 s 5 L B ] . . . . .
s 8 s 2 pa eamnings in Note 4 of Notes to Consolidated an.ncrar
Explorstion costs s o0 T me2 Stataments is primarily marketing-related activities, the
Developmant costs N ve exclusions of gaing on propesty sales and unusual items
related to the oil and gas operations.
P R
NYC 00012887 )
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SUPPLEMENTAL INFORMATION (UNAUDITED)

The standardized measure of discounted estimated future
net cash flows related 10 proved ofl and gas reserves at
December 31, 1994, 1993 and 1932 was as follows:;

Bakione US.  smemationst Totel
1994

Future cash inflows 530.5 $11.3 s419
Future develapment snd

production costs RhE:] 39 178
Future income tax expenss 5.4 27 8.1
Futurs net cash flows 13 47 16.0
10% annual diacount 49 22 kA |
Standardized measure of

dscounted Nuture net cash flows s 54 %28 $ 89
198
Futurs cash inflows 244 $10.2 s
Futues development snd

production costs 185 3. 201
Future income tax axpense 22 22 44
Future net cash flows 57 4“4 w0
10% snnusl discount 24 21 45
Standardized measure of

Aacounted future net caah flows $32 $ 23 158
1982

Future cosh inflows 7.3 3109 482
Future development and

production costs 09 44 %3
Futurs income tax sxpenee 52 22 7.4
Futurs net cash flows "z 43 133
10% snnus discoust a9 22 T
Standardited messurs of

discounted tuture net cash flows. 83 st s 84

Primary changes in the standardized measure of dis-
counted astimated future net cash flows for the years ended
December 31, 1994, 1993 and 1992 wers as follows:

Estimated future cash inflows are computed by applying
year-snd prices of oil and gas 10 year-end quantities of
proved reserves. Future price changes are considered only
to the extent provided by contractual arrengements. Esti-
mated future development and production costs ars deter-
mined by estimating the expenditures to be incurred in
deveioping and producing the proved oil and gas reserves at
the end of the year, basad on year-end costs and assuming
continuation of existing economic conditions. Estimated
future it tax exp is calculated by applying year-
end statutory tax rates {adjustad for pecmanant diffarences
and tax credits) to estimated future pretax net cash fiows
related to proved oil and gas reserves, less the tax basis of
the properties involved.

These estimates are furnished and calculated in accord-
ance with requirements of the Financial Accounting Stand-
ards Board and the SEC. Estimates of future net cash flows
presantad do not represent management’s assessment of
future profitability or future cash fiows to ARCO.
Managemant's ir m and operating decisions are
based on reserve estimates that include proved reserves
prescribed by the SEC as well 83 probable resesves, and on
different price ang cost assumptions from those used here.

& should be recognized that applying current costs ang
prices and a 10% standard discount rata does not convey
absolute vajue. The discounted amounts arrived at are only
one measure of the value of proved reserves.

Coal Dperations

Supplemental operating statistics for the coal operations
of ARCO for the three years ended December 31, 1394, 1993
and 1992 were as follows:

STore : ot 10 1L
Saies and tranafers of ol and pas,
et of production costs $i2.31 | -3] 2N
E b o and
recovery. less related costs 1.0 4 1.0
Revisions of satimates of reserves
proved i prior yeare:
Cuanntity sstimatse 2 - k]
Net changes i price and
production sosts : 4.9 L%} 2t
Purchases/Salen a (%] L4l
Othver L2 A E ]
Accretion of disoourt B 12 1.0
Development costs Incurred during
the petiod 7 E 3
Net change In Incoms taxes 1.9 18 (1.0)
Net change t33 E 2 ) $1.4

1994 L e
Coal shipements - thousand tone:
us. 832 3749 20534
Intenational 11,235 10,240 3,158
TYotal 49,557 47,748 E s
Coul reduxves -~ milion tone
recoverabie:
us. 1218 129 128
Intarnationas 27 214 m
Totsd 1,508 1510 1488
Averagh markat price per ton
of coak:
uL $ 852 [N At s
Intarnatonal $2¢.90 2.0 (< X 1)
Composite price $13.37 $1383 EALR
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CONSOLIDATED FINANCIAL DATA

Miliens. sxcopt per shere smaunts 183 1902 1992 19mY AL 1]

SALES AND OTHER OPERATING REYENUES

Resources:
Oil and gas $ 7.969 $ 8,357 $ 8,954 $ 3,559 $ 9,425
Cosl 663 (™ 5865 597 sey
Products:
Refining and marketing 6.523 8,603 8,481 7.989 8,649
Transportation 897 78 9500 849 S48
Intermediate chemi and specialty prod 3423 3982 3,100 2,99 295
Other 30 k-] 24 30 n
Elimination of i 9 (2.959) 13,219) 13.398) {3,123} 13738
Torad $16,552 $18.487 $18.858 19,181 $18.83¢6
o
NET INCOME
r——————
Rasources:
Ol and gas $ 405 $ 4 5 s 4 549 $ 1,384
Coat 70 107 o k<] L))
Products:
Refining and marketing 195 307 48 268 439
Teansportation 172 129 f. ] %2 274
L diste chemi and sp Y products 265 2 210 %2 n
Equity samings from Lyondell m 13 s "t 3
Gain on lssusnce of stock by subsiciary n - - - -
Unallocsted axpenses and other (87} 1140) -1 {60) 1410)
Interest {515 {481} 534} (594} (584)
Cumulative effect of changes in ting
princigies - - (38 - m
Nat income s 918 s 20 s o $ 709 $ 201
Eamad per share $ 58 $ 168 s 498 $ 439 8 1215
Retained sarnings $ 5342 $ 5308 $ 5918 $ 5,990 $ 8,837

ADDITIONS TO FIXED ASSETS

Resources:
Ol and gas. including dry hole coats:
Alsaks s 152 s 48 s 2% 5 3 s 208
Vastar o F=T] 267 2% 409
Other Lower 48 o4 103 137 793 390
Inteenationsl 4“5 £33 (3] 484 454
989 1383 1240 1890 1,500
Coal 57 ™ 308 306 108
Products:
Refining snd marketing 378 k] s M3 o
Transportation o 58 " 124 03
$ okl hemicals and specialty prody 158 k! 2] 295 48 539
Other 2 ] 17 ” n
Totad $ 1,658 $ 2070 $2278 $329 $ 2718

{0 The cusmuletive aflact of sdewrting SFAS 196 and SFAS 190 redused sarwings pov share by S2.403 b TTRE. The cuemuiniive sliust of sdapting SFAS #6 naervased
atrnings per share by S1.5€ in 1900, -

PNYC 00012859
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SEGMENT OPERATING DATA

19%s

1983

1982

1991

e

OIL AND GAS

After-tax oil and gas sernings imillions):

Alasks

Vestar

Other Lower 48
International

Totat

Crude oll, densste and NGL p

(thousand barreis/day - net);
us.:
Prudhoe Bay
Kuparuk
Greatee Point Mcintyre
Other Alasks
NGLs

Total Alaska
Vastar - Crude ofl
- NGLs
Cther Lower 48 ~ Crude ofl
~NGLs

Total U.S.

Imternational:
indonesis
United Kingdom
Oubail
Other
NGLs

Totat Insrnational
Total

Natural ges production
{milllon cublc feet/day = net):
us.:
Vastar
Other U.8.

Total U.S.
. Intemnational:
United Kingdom

indonesia
Netherlands

Total Intemnationsl

Totat

PNYC 00012890

s14z 225 3453 13 8 700
149 17 R 21 243
88 1280} e 38 3as
2 (7 m 79 76

3405 $ 45 818 5549 51384

2us 282 2480 2629 2634

1412 1515 1508 1403 138.4
36.0 15.1 119 129 13.9

- - 40 43 34

232 28 2 203 5.0

212 987 48y 4408 s
327 38.7 385 388 25
10.8 9.0 12 1 92

108.4 1208 1461 198 1357
182 208 25, 284 271

591.3 8047 6805 o88s £38.3
w7 50.4 us 25 38.4
153 138 185 52 10.7
85 Y] 87 e 129
12 17 22 12 ]
79 52 45 s2 5
728 ™7 nI 757 &7

684.1 o844 7382 7442 705.4

782.0 es 720.1 74 8917

1728 2181 s 6074 e81.9

9585 9108 12008 13968 15536

265.7 b2, U 203.4 2211 165.5

206.4 2¢8 3 153 13.6
188 we 232 248 244

5109 . 3206 239.7 2812 1535

14704 12318 14418 18000 17471
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SECMKMENT QPERATING DaTa

1394 1393 82

1"

1999

OIL AND GAS {continued)

Average sales prices:

Crude oif and condensate (dollars/barvei):
Alasks
Lower 48, including Vastar
Composite sverage
imtemational

NGLs, leass and plant (dollars/barrel):
U.S., including Vastar
Intermnational

Naturai gas (dolisrs/thoussnd cubic feet):
U.S5,, inciuding Vastar
Iternational

Aversge oll and ges production costs
{dollars/equivalent barret of oil):
Alasks
Vastar
Other Lower 48
Internationat

Proved oil and gas reserves - amt
Crude oil and NGLs (million barreis):
Alasks:
Prudhoe Bey
Kuparuk
Gremter Poimt Mcintyre
Other Alaska

Vastar
Other Lower 43
Internstional

Tota!

Naturs! gas {biilion cubic feet):
Alasks
Vastar
Other Lower 48
Intesnational

Total

$ 3.36 £10.33 $11.47 s $14.84
$13.50 $15.07 $18.34 $18.72 $20.35
$10.44 $11.67 $12.92 293 $18.58
$15.16 $18.41 $18.17 $18.67 $20.15
$10.32 $1.84 $32.44 $12.08 $14.40
$ 9.02 $10.84 s $11.59 $10.89
$ 178 $ 1.5 $ 106 $ 154 $ 1.68
$ 25 $ 208 3298 $ 318 $ 3.08
$ 358 $3m $ .o $ 451 $ 4.83
$ 270 $ 3.42 $ 324 $ 238 32833
$ 699 $ 333 $ 7.48 $ 433 $ 418
$ 352 $ 399 $ 527 $ 527 $ 468
1.003 1,044 1,107 1,208 1,307
513 488 518 406 519
109 i3] 4“4 sz 58

3 3 9% 0 82
1.627 1823 1700 182 1,968
%S ° " 9% 3
524 544 [ 729 51
22 208 21t 128 210
2,488 24855 218 283 2330
2,127 2,191 2284 2,300 2387
1,982 1,908 2,%0 2294 2312
506 543 901 1,136 .51
3,493 3280 3117 2,408 1.79¢
8,108 6,006 8,302 8,203 8,052

R i P

~
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SEGMENTY OPERATING DATA

1804 1999 1292 AE2 2] 221
OIL AND GAS {continuved)
Pretax sxplorstion sxpense (miilions):
Alesks:
Dry hole costs 576 $184 $ 58 $28 $N
U ped | id smortizeti 19 15 15 10 17
Geological and geophysical "“ » 17 10 20
Other ) 28 F-3 24 2 1
Total Alssky 137 28 112 76 147
Lowar 48, including Vestar:
Dry hole costs 62 23 % s 108
Undeveionad lasashold s I8 ” P %0
Gsological and geophysical 17 7 22 o4 44
Other 28 4 (] 28 92
Total Lower 48 140 218 270 339 134
Total U.S. . 277 457 a2 495 481
internationat:
Dry hole costs. 48 74 ] n 100
Undevsioped | otd IV 10 s 7 8 s
Geological and geophysical 4“ &% 37 21 19
Other 78 <] 72 73 45
Total imtemnational™ 178 210 16 178 170
Total $455 s867 587 593 $651
Net wolls completed, including Vastar:
us.:
Explorstory - oit * 7 ] ] 5
gas ” s 7 " 2
dry 29 [ 0 2 43
Development - ol 84 %4 124 206 s
gas 81 (73 L] 168 137
dry 7 2 19 me “
intsrnational:
Explorstory - oll 1 4 ] 4
g 2 4 3 2
dry H 1 " 1” 18
. Development - oil e ” ® 24 2z
g s 14 1 3 [ 3 3
dry 1 2 1 - 1
Net producing wells, inciuding Vestar:
ol 5,633 5,778 7.804 8372 7.582
[T ] 139 1427 1827 1,704 2,009
Net e, including Vastar (th d acree):
us.:
- Developed 1,622 1,708 2128 23 23719
Undeveloped 4342 5249 (=) 8202 8,144
Internationai: - -
Developed 98 (43 1, 78 ki
Undeveloped . 31,508 2,003 28,250 29,281 17.319

18} inshuden 536 wihon, 540 milben. 541 milhan. 641 sillon, snd 525 million of sests rosirvernd in 1E0L, 1363, 1062, TI0Y, ondt YPUR, rempeutivaly, whder srwvisions of

produrtion-shering bgrvermants. .
) Inmhadion 132 vy ith & shallove sal bad mathane st 5 tutsl sent of $E5 milllon. -

ARCD 43
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SEGMENT OPERATING DATA

1984 10 1982 M

1980

COAL

| o—
Coal shipments ithousand tons):
u.s.
International

Totat

Coal reserves imillion tons recoversbie):
us.
International

Total

Aversgs market price {dollars/ton):
us.
\meenational

REFINING AND MARKETING

Refinery runs ithousand barrels/day):
Blended crude oif:
Los Angeles, Califorria
Cherry Point. Washington

Total

Pstroleum product sales vol inctudi;
gment sales (th
us.:
Gasofine
Jut fusls
Distillate fuels
Other

Total 1.5,

Srazit
Total
U.S. branded retall outiets

———vve————
TRANSPORTATION

TAPS throughput {thousand barrels/dey)
Crude transportad (miftion barret miles}
Product transported {million basrel miles}
Tankers owned or under long-term charter
Tonnage {thousand tons}

INTERMEDIATE CHNEMICALS
AND SPECIALTY PRODUCTS

Chemical p anles vok including
Intersegment sales (mithooe):
Propylens oxide snd derivatives (pounds)
Styrena manomes and dertvetives (Dounds]
TBA snd derivatives (galions)

38322 37,499 30.634 32598 29,437
11,238 10,248 9,158 8.961 8819
49,557 1,745 38,792 41558 38254

1279 1296 1,238 I8 854
27 214 232 242 m
1,508 1510 1,408 1,118 1,266
$ 852 $ 912 s 279 $ 920 $ 945
£29.90 29.00 $30.84 32,20 £32.70
258 289 286 2304 14
17 1989 1928 1748 1612
@3 253 25 4049 398,8
232 %28 2408 2345 a2
s 7.4 1049 %.8 330
s 7 "ns 8is 783
3.0 532 520 51.7 485
a9 s s 4884 a0
- 948 ”s 7.0 920
ans 3.1 5123 5634 5380
1554 1811 1,041 1,632 1547
1,587 1,820 1,747 .22 1,709
140800 129800 140900 143300 144,100
5,200 6,700 7.200 6,100 8,500
0 10 10 10 1]
1.500 1,500 1,500 1,500 1,500
3,008 3358 3,068 2,129 256
2,498 2.088 1A% 1218 1098
1,004 1,184 1,082 L 955
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SEGMENT OPERATING DATA

MiViens, yaseRt B3 DRRIY ¥Mmounte

1984 1902 ez 18

1289

OTHER DATA
——rs
Oividends:
Common stock - total $ 8a2 $ 878 870 s bes $ 807
= per share 5.50 $ 550 $ 550 s 550 $ 5.00
Total dividends deciared $ 885 $ 819 L2x) 72 3 $W
Common stock:
T A ge shares ding, including
squivalents imiillons of shares) 1832 w4 181.% 1117 1855
Earned per share $ 583 $ 188 s 498 $ 438 $ 1215
Book valus per share $ 9.8 $ 3851 s 4268 $ 4295 $ 482
Market price per share - high 2% 12 2% 135X 142%
- low 9N2% 100% 9 9% 105%
-~ close 0% 106% 114X 106X 13%
Stockholders {thousands) 100 108 10 316 120
Employees, fult-time equivaient (th Y
Aesources:
Oil and ges 7.0 78 83 10.0 1.7
Coal 1.8 1.7 1.7 18 1.7
Products:
Rafining and marketing 74 78 | & &4 8.1
Transportation 1.4 16 1. 17 18
' i hemnicals and iaity products L2 ) 43 4y 42 4.0
Other operations 14 22 24 1. 15
Total 22 2.1 28 212 s
Payroll expense $ 1460 $ 1497 $ 1472 $ t449 $ 1367
FINANCIAL DATA
e e PO— .
Total assets 524,583 23,894 24258 824,482 23,064
Working capital $ 232% s$1808 §$ 828 $ 128 $ 1,788
Current ratio 152 1.44 19 102 142
Long-tarm debt $ 7,198 $ 7.089 s 8227 $ S0 $ 5997
Stockhoiders’ equity s 6278 $ 6127 s &7 s 84832 $ 7,348
Raturri on stockholders’ squity 14.8% 42% 17.6% 10.1% 24.8%
Return on capital smployed ™ 9.4% 5.1% 11.4% 1% 18.2%]
RESEAACH AND DEVELOPMENT EXPENSE $ 109 s 108 ] . ] $ 119 $ 120

I8} Nt inenors balers

sty

[ Nedors + siw

uhast-uarvn dut » MengAurm Gubt e I T YOAP ¢ Jorvy-birt dnivt + SasPAMSUTY’ Meity)
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