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(I) research and development expenditures will not exceed $97 million, a reduction of $28
million from the 1986 level. Of this amount, $24 million will be spent In corporate sponsored
projects;

(J) the Sohlo Oil retail efficiency program will improve station throughput by 2%; West Coast
marine costs will be decreased by 12%, to 95 cents per barrel;

(k) exploration and production will add reserves of 40 million barrels of oil equivalent and
resources by 65 million barrels of oil equivalent;

( theaUtah Copper Division modernization project will be 90% completed by the end of 1987;
an

(m)Standard Oil Chemicals will prove the low-cost technology for production of malelc
anhydride and butanedlol.

In March 1987, BP received a copy of the Company's Financial Report for March 1987 (the
“"March Report") which constitutes the Company's most recent update i<f the Operating Plan. The
March Report was not received In time for It to be considered In connection with BP's Internal
valuations of the ComBany or Goldman Sachs' analysis. The Company also ﬁre ared a Financial
Report for February 1987 which did not amend the projections contained In the Operating Plan In
any material respect. The March Report contained the following projections for 1987:

March Report

(OoUcr* In million*, uxufrt par 8Kar* amount)

OPErating INCOME..vvvvsvsrmsmsrmsmmsmssssmsmmssssmssssss s $ 1,680
NEE INCOME..oerrvrsrmssmssssmsrssrsssspsssss s 876
EarnlnPs per Share Before SPecial [tEMS. .. 3.73
CAPILAl EXPENAIIUTES oot 1,637
TOtal FUNUS GENBIATEU...ccvisviicsssssssssssssssssss s 949
Borrowed and Invested Capital— Year-ENd ... 13,457
Liquid RESOUICES— YEAI-ENU . 1,422
Return on Average Capital EMPIOYEM.......wmmmummmmmmmmmmmmsmmmssssmsnsnns 7.3%
Adjusted Debt to Debt Plus EQUItY RALIO™ ... 25.8%

'Excludes liquid resources except minimum requirement of $100 million.

The March Report reflects a revised crude oil price forecast along with other known events and
forecasted chan?es of a material nature. It assumes that the ANS Gulf Coast price will average
$15.95 per barrel In 1987, $1.05 higher than the Operatmg Plan. As a result, however, spot refining
and marketing margins were forecasted for the year to be down 18% from those projected In ihe
Operating Plan. Assuming an average ANS Gulf Coast price of $17.20 per barrel for the year
(approximately the ANS Gulf Coastfnce ot the time the March Report was prepared) net Income
and funds flow were forecasted at $1,004 million and $1,077 million, respectively.

The projections and targets noted above were preﬁared by the Company, and are Included
herein for the general Information of the Company's shareholders. Because the estimates and
assumptions underlying the above projections are Inherently subject to significant economic and
competitive uncertainties be){_ond the Company's control, there can be no assurance that the
projected results can be realized, or that actual results will not be h|9her or lower than those
projected. In particular, the projections are extremely sensitive to the actual price of crude oil. As
noted in the Operating Plan, a change of $1 per barrel in the average price of oil during a year will
change annual net Income of the Company by between $125 million and $150 million. “In addition,
such projections and targets were not prepared with a view to public disclosure or compliance with
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published guidelines of the SEC regarding projections, and are Included In this Offer to Purchase
only because the projections and targets were available to BP and the Purchaser prior to the time
they made the decision to commence the Offer, BP and the Purchaser do not assume any
responsibility for the accuracy of such projections and targets.

Certain Relationships with BP. Except as set forth herein and In Schedule I'hereto, (1) neither
the Purchaser nor any person controlling the Purchaser, nor any pension, profit sharing or similar
olan of the Purchaser, nor, to the best knowledge of the Purchaser, any of the persons listed In
Schedule I'hereto or any associate or majority-owned subsidiary of any of the fore?omg, (x)
beneficially owns or has a right to acquire any Shares of the Company or (y) effected any
transactions in the Shares during the past 60 day3. (II) ihere are no contracts, arrangomonts,
understandlnqs, or relationships (?Nhether or not legally enforceableg between the Purchaser, any
Ferson controlling the Purchaser, or, to the best knowledge of the Purchaser, any of the persons
isted in Schedule’I hereto, on the one hand, and any other person, on tho other hand, with respect to
securities of the Com _anr, (I11) since Januar;r 1, 1934, there have been no transactions which would
be required to be disclosed under the rules of the SEC between the Purchaser, any person
controlling the Purchaser, any subsidiary of the Purchaser or, to the best knowledge of the
Purchaser, any of the persons listed on Schedule I'hereto, on the one hand, and the Company or an
of Its executive officers, director?, or subsidiaries, on the otfv>r hand, (Iv) since January 1, 1984,
there have been nc contacts, negotiations or transactions between the Purchaser, any person
controlling the Purchaser, anF subsidiary of the Purchaser or, to the best knowledge of the
Purchaser, any of the persons listed In Schedule Ihereto, on the one hand, and the Companv or any
of its subsidiaries, on the other hand, concerning a merger, consolidation or acquisition, a tender
offer or other acquisition of securities, an election of directors, or a sale or other transfer of a
matarial amount of assets, except that In 1986, the Company discussed with BP a possible
acquisition on an unsolicited basis of an unaffillated corporation, pursuant to which the _ComPany
and the unaffillated corporatldn would merge and BP would acquire additional securities of the
surviving corporation, which transaction BP determined not to pursue and (v) since January 1,
1985, there have been no contacts or negotiations concerning the matters referred to In (Iv) above
(x) between any affiliates of the Company or (y) between the Company or any of its affiliates and
any other person unaffillated with the Company who would have a direct interest In such matters.

The NPRI Preferred Stock which BPI owns in a subsidiary of the Company entitles BPI to
i)referent|al_d|_v|dends equal to 75% of the net profits from oil and gas production from Prudhoe Bay
eases multiplied by a fraction, of which the numerator i3 the number of net barrels per day of crude
oil groductlon from >he Company’s Prudhoe Bay leases between 600,000 net barrels per day and
1,050,000 net barrels per da', and the denominator is the total number of net barrels per day of
crude oil production from such leases. Dividends paid on the NPRI Preferred Stock amounted to $44
million in 1986, $108 million In 1985 and $36 million in 1984. No dividends were paid on such stock
during the two-%ear period ended September 30, 1984 because the Company’'s Prudhoe Bay
production was below 600,000 net barrels per day. Also, no dividends are paid ‘on such stock In
respect of most of the approximately 13,500 net barrels per day being overllfted during the two-year
period which commenced September 1, 1985 as a result of a 1985 arbitration decision.

The BP Group: (1) receives payments from the Company ($197 million In 1986, $309 million In
1985 and $260 million in 1984) and mokes payments to the Company ($34 million In 1986, $33
million in 1985 and $24 million In 1984) for pipeline transportation through TAPS Inaccordance with
tariffs filed by the Company and a subsidiary of BP with the Federal Energy Regulatory Commission
éa refund of $69 million was paid by a subsidiary of BP In 1985 related to an agreement with the

tate of Alaska to have the tariff rate, both past and future, be governed by the same tariff
methodology as that agreed to by all the other TAPS owners in 1985); (2) sells to the Company
$44 million”in 1986, $84 million in 1985 and $67 million in 1_9843 and purchases from the Company
$124 million in 1986, $187 million in 1985 and $116 million in 1984) petroleum and chemicals in the
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ordinary course of business at prevailing competitive prices; (3) Is a party to an agreement which
provides that, whenever TAPS operates at less than mechanical capacity, the crude oil produced oy
the Company or a subsidiary of BP from the North Slope will be shipped through the Interests of their
B|pel|ne subsidiaries In TAPS In the *ipror.imate proportions that such ownership Interests In TAPS

ear to one another, so long &« t* pipeline subsidiary requesting such throughput protection
maintains a competitive tariff ral  (4) contracts with the Comﬁany for services related to marlnu
operation and exploration and production; and (5) Isa party with the Company Ir i number of other
transactions and arrangements In the ordinary course of business.

Available Information. The Compan Issu_bg']e_ct to the Information and reporting requirements
of the Exchange Act and In accordance therewith is obligated to file reports and other Information
with the SEC relating to Its business, financial statements and other matters. Certain Information, as
of particular dates, concerning the Company's directors and officers, their remuneration, stock
options granted to them, the principal holders of the Company's securities, any material Interests c'
such persons In transactions with the Company and other matters Is required to be disclosed In
proxy statements distributed to the Company's shareholders and filed with the SEC. Such reports,
roxy statements and other Information ma% be Inspected at the SEC’s offices at 450 5th Street,
W, Judiciary Plaza. Washington, D.C. 20549, and should be available for Inspection at the
following regional offices of the Commission: Everett McKinley DIrksen Building, 219 South Dearborn
Street, h|ca§o, Illinois 60604 and Jacoh K. Javits Federal Building, 26 Federal Plaza, New York.
New York 10278. Copies may be obtained, by mall, L\J/{/Jon payment of the SEC's customary charges
by writing to Its principal office at 450 5th Street, N.W., Judiciary Plaza, Washington, D.C. 20549.

THE BP GROUP AND THE PURCHASER

BP was Incorporated In 1909, Althouqh the United Kingdom Government has since 1914 had a
substantial shareholdln(t; Interest (presently approximately 31.6%) BP has always heen managed
and operated as a private business enterprise. On March 18,1987, the United Kingdom Government
annﬁupceddl_tts_ intention to dispose of Its Interest in BP over the next twelve months, subject to
market conditions.

The BP Group Is the largest industrial concern In the United Kingdom, the second largest In
Europe and the fitth largest in the non-communist world, on the basis of 1985 sales proceeds. It s
engaged in all phases of the petroleum industry, Including exploration, Froductlon, transportation,
processing and marketing of crude oil, petroleum products and natural gas. The BP Groulp has
pioneered the discovery and development of ail in several |mﬁ_ortant oil producing areas, Inc udl_ngi
Alaska and the North Sea, and Iscurrentl?/ exploring in some thirty countries. Italso has substantia
Investments In minerals and coal and Investments in a range of other Interests. Its activities
excluding the ComFany,_ are orgamzed Into eleven businesses: oil and gas exploration an
production; oil supply, refining and marketing; chemicals; minerals; gas processing and marketm%;
coal; nutrition; detergents; ventures; computer and communications systems; and sh|pp|nF. Overall
control Is exercised by a corporate head ofiice. BP's principal executive offices are located at
Britannic House, Moor"Lane, London EC2Y yBU.

Historical Summarized Financial Information of the BP Group. The following Information
concerning BP and its subsidiaries for the four years endod December 31, 1985 has been derived
from the audited financial statements of the BP Group Included within BP's annual reports on Form
20-F for the relevant years which have been filed with the SEC. as restated to conform with the
accounting policies and presentation adopted In BP's 1985 Annual Report. Information for tho year
ended December 31, 1986 has been derived from the financial statements of the BP G-oup included
within BP's report on Form 6-K for the month of March, 1987 which has Deen filed with the SEC. The
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summary below Is qualified by reference to such documents and all the financial Information and
related notes contained therein.
Ye** mmM  D*o*mb#f 31,
M2 IN3 M4 INS 1M

(In mvtttm)
TUINOVET oot £29,314 £32,381 £37,933 £40,986 £27,171
Profit before taXxation ..., 2,305 259" 3455 3,613 958
Profit before extraordinary ItemMS.....vevmormnne 116 866 1402 1598 817

Pro]tit]Eortrﬁeyearappllicablletoorddinaryshhares 711 1030 1103 668 498
Profit for t ' to ordi
i a%iusteeg ok &.t% 06( .lg)].a%%e?arﬁ)sl

accepted accounting principles (1) ... 488 888 1,159 663 422
Funds generated from operations ... e 3657 4587 5734 6,070 4,461
TOtAl ASSETS v 26,204 27,174 34214 30,221 28,375
Capital expenditure including acquisitions.......... 3760 3301 3815 4398 3,787
(1) The adjustments comprise (a) supplementary pension costs bein%char?ed over periods
not exceeding 40 years rather than being charged against Income when paid and the Inclusion of an

annual charge to meet unfunded pension obligations (£3 million charged %gainst Income In 1986);
(b) certain leases being capitalized, with depreciation and Interest charge accordingly, rather than
lease rentals being expensed as incurred (£S million credit to Income In 1986); (c) deferred taxation
being provided on a full deferral basis rather than only where timing differences are expected to
reverse In the foreseeable future (£126 million charﬁ_ed against Income Ip 1J86); and (d) the effect
on minority interests of these adjustments (£44 million credit to Income In 1986).

BPI owns 98.6% of the common stock of the Purchaser and the remainder 13 owned by other
wholly-owned subsidiaries of BP. The Purchaser was Incorporated In Delaware In 1974 and adopted
Its Dre3ent name in 1978. Through Its subsidiary companies, the Purchaser Is engaged in all phases
of ti.e petrole n Industry other than refining and has Interests In all other BP Group businesses
except for detergents and shipping. Through wholly-owned subsidiaries, the Purchaser owns an
undivided Interest of approximately 16.7% in TAPS and an approximate 29% Interest In the Kuparuk
oilfield In Alaska. For the year ended December 31, 1986, the Purchaser's consolidated sales and
net income amounted to approximately $4.2 billion and $76 million, respectlve_lr. Total assets and
shareholders' equity at December 31, 1986 amounted to approximately $4.2 billion and $1.4 billion,
respectively. All of the foregoing numbers are comPuted in-accordance with U K. generally accepted
accounting principles. The principal executive offices of the Purchaser are located at 620 Fifth

Avenue, New York, New York 10020, telephone (212) 887-9300.

THE TENDER OFFER

L Terms of the Offer. Upon the terms and subject to the conditions of the Offer, the Purchaser
will accept for payment and pay for all Shares which are validly tendered at or prior to the EXﬁII’atlon
Date and not properly withdrawn In accordance with Section 4 of this Offer to Purchase, The term
"Explra'lon Date" shall mean 12:00 Mldr.’ght, New York City time, on Tuesday, April 28,1987, unless
and until the Purchaser shall have extended the period ot time for which the Offer Is open, In which
event the term “"Expiration Date" shall mean the latest time and date at which the Offer, as so
extended, shall expire. For a description of the Purchuser's rights to extend the period o' time
during which the Offer Is open and to terminate or amend the Offer, see Section 7.
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The Otter is tot conditioned upon any minimum number oi Shares being tendered.

The Offer to Purchase and related Letter of Transmltta: are being mailed to record holders ot
Shares and are being furnished to brokers, banks and similar persons whose names, or the names of
whose nomlInoes, appear on the Company's shareholder list or, If applicable, who are listed as
participants In a clearing agency's security position listing for subsequent transmittal to beneficial
owners of Shares.

2. Acceptance lor Payment and Payment lor Shares. Upon the terms and subject to the
conditions of the Offer (Including. If the Otfer Is extended (see Sections 1and 7 herein), the terms
and conditions of any such extension), the Purchaser will accept for payment, and thereby purchase,
all Shares validly tendered prior to the Expiration Date end not withdrawn as permitted bY Section 4
as promptly as practicable after the Expiration Date. Inaddition, the Purchaser expressly reserves
the right, In Its sole discretion, to delay the acceptance for payment of or payment for Shares In
order to comply, Inwhole or In part, with an_?/ applicable law. See Section 7. Inall cases, payment for
Shares purchased pursuant to the Offer will be made only after timely receipt by the Depositary of
certificates for such Shares, or timely confirmation of book-entry transfer of such Shares Into the
Depositary's account at The Depository Trust Company, the Midwest Securities Trust Company, the
Pacific Securities Depository Trust Com_P_a_ny or the Philadelphia Depository Trust ompang
f(coltectlvely.the "Book-Entry Transfer Facilities") pursuant to the procedures set forth in Section
or book-entry transfer and the Lotter of Transmittal (or facsimile copy thereof), properly completed
and duly executed, and any other documents required by the Letter of Transmittal.

For purposes of the Offer, the Purchaser shall he deemed to have accepted for payment and
urchased tendered Shares If, as and when the Purchaser gives oral or written notice to the
epositary, as agent for the tendering shareholders, of the Purchaser's acceptance of such Shares

for payment pursuant to the Offer, Payment for Shares purchased pursuant to the Offer will be made
thrcugh the Depositary which will act as agent for the tendering shareholders for the purpose of
receiving payments from the Purchaser and transmitting such consideration to tendering share-
holders.” Under no circumstances will Interest be paid by the Purchaser by reason of any delay In
making such payment.

If any tendered Shares are not accepted for payment and paid for pursuant to the terms and
conditions of the Offer for any reason (see Section 8), or if certificates are submitted for more
Shares than are tendered, certificates for such unpurchased or untendered Shares will bo returned,
without ex_?ense to the tenderm? shareholder, or, In the case of Shares tendered by hook-entry
transfer with a Book-Entry Transter Facility, such Shares will be credited to an account maintained
with such Book-Entry Transfer Facility, as promptly as practicable following the expiration or
termination of the Offer.

The Purchaser reserves the I’Iﬁht to assign to one or more affiliates the right to purchase any of
the tendered Shares pursua; .o the Offer, but any such assignment will net rolleve the Purchaser of
its obligations under the Offer or prejudice tiie rights of ten erln(‘; shareholders to receive payment
for Shares validly tendered and accepted for payment and paid for pursuant to the Offer.

3. Procedure lor Tendering Shares. Inorder for a holder of Shares to tender validly any of his
Shares pursuant to the Offer, the Letter of Transmittal (or facsimile thereof), properly completed
and duly executed, with any required signature guarantees and any other required documents, must
be received by the Depositary at one of its addresses set forth or. the hack cover of this Offer to
nurchase and either certificates representing such Shares must ue delivered to the Depositary, along
with Ihe Letter of Transmittal or a facsimile copy thereof p.opc.ly completed and duly executed, oi
such Shares must be tendered pursuant to the procedure for book-entry transfer set forth below
(and a confirmation of receipt of such tender must be received by the Depositary), In each case
prior to the Expiration Date, or tho guaranteed delivery procedure set forth below must be compiled
\/6/|th. _?ehvery of documents to a Book-Entry Transfer Facility does not constitute delivery to tho

epositary.
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“The Depositary will establish accounts with respect to the Shares at the Book-Entry Transfer
Facilities for purlposes of the Offer within two business days after the date of this Offer to Purchase,
and any financial Institution that is a participant in any of the Book-Entry Transfer Facilities' systems
may make book-entry delivery of such Shares by causing a Book-Entry Transfer FaC|I|t¥ to transfer
such Shares into the Depositary's account, In accordance with such Book-Oitry Transter Facility's
procedure for such transfer. However, although delivery of Shares may be effected through hook-
entry transfer at a Book-Entry Transfer Facility, the Letter of Transmittal (or facsimile thereof),
properly completed and duly executed, with any required signature guarantees and any other
required documents, must. In any case, be received by the Depositary at one of Its addresses set
forth on the hack cover page of this Offer to Purchase prior to the Expiration Date, or the guaranteed
delivery procedure described below must be complied with,

“Signatures on all Letters of Transmittal must be guaranteed by a member firm of a registered
national securities exchanqe, a member of the National Association of Securities Dealers, Inc. (the
"NASD"), or a commercial bank or trust companﬁ having an office or correspondent In the United
States (an "Eligible Institution"), unless the Shares tendered thereby are tendered (B by a
registered holder of Shares who has not completed either the box entitled "Special Deliver
Instructions” or the box entitled "Special Payment Instructions” on the Letter of Transmittal or &IIS/
for the account of an Ellc]uble Institution.  See Instruction 1 of the Letter of Transmittal. If the
certificates are registered In the name of a parson other than the signer of the Letter of Transmittal,
or If payment is to be made or certificates for unpurchased Shares are to be Issued to a person other
than the registered holder, the certificates must be endorsed or accompanied by appropriate stock
powers, In either case signed exac.y as the name or names of the registered owner or owners
a?pear_on the certificates, with the signatures on the certificates or stock powers guaranteed as
aforesaid.  See Instruction 5 of the Letter of Transmittal. THE METHOD OF DELIVERY OF
CERTIFICATES FOR SHARES AND ALL OTHER REQUIRED DOCUMENTS IS AT THE OPTION
AND RISK OF THE TENDERING SHAREHOLDER. IF SENT BY MAIL, REGISTERED MAIL WITH
RETURN RECE T REQUESTED, PROPERLY INSURED, IS RECOMMENDED.

Under the backup withholding rules, unless an exception applies unuer the applicable law and
regulations, the Depositary will be required to withhold 20% of the gross proceeds otherwise payable
to a shareholder or other payee pursuant to the Offer unless the shareholder or other payee provides
his tax Identification number Femployer identification number or social security number) and
certifies that such number is correct and that he is not subject to backup withholding as a result of
failure to report all interest cr dividends. Therefore, unless such an exception exists and Is proved In
a manner satisfactory to the Depositary, each shareholder and, If apﬂhcable, each other payee
should complete and sign the Substitute Form W-9 Included as part of the Letter of Transmittal, so
as to provide the Information and certification necessary to avoid backup withholding.

1If a shareholder desires to tender Shares pursuant to the Offer and such shareholder's
certificates are not immediately available or time will not permit all required documents to reach the
Depositary prior to the Expiration Date, or if the procedure for book-entrY transfer cannot be
completed on a timely basis, such Shares may nevertheless be tendered If ail of the following
conaitions ara met:

(I) such tender is made by or through an Eligible Institution;

(i) aproperly{]completed and d 'y executed Notice of Guaranteed Delivery substantially in
the form provided by the Purchaser herewith Is received by the Depositary as provided belrw
prior to the Expiration Date; and

(ill) the certificates for all tendered Shares, in proper form for transfer and delivery, or
confirmation of a book-entry transfer of such Shares into the Depositary’s account at a Book-
Entry Transfer Facility, In each case together with the Letter of Transmittal or facsimile copy
thereof, properly completed and duly executed, with any required signature guarantees and any
other required documents, are received by the Depositary within eight NYSE trading days after
tho date of such Notice of Guaranteed Delivery.
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The Notice of Guaranteed Delivery may be delivered by hand or transmitted by telegram, telex,
facsimile transmission or mall to the Depositary and must Include a signature guarantee by an
Eligible Institution In the form set forth In such Notice.

Inall cases, payment for Shares tendered and purchasedgursuant to the Offer will be made only
after t|meITy receipt by the Deﬁosnary of certificates for such Shares or confirmation of a hook-entry
transfer of such Shares Into the Depositary's account at a Book-Entry Transfer Facility, the Letter of
gransmntal or facsimile copy thereof, properly completed and duly executed, and any other required

ocuments.

The tender of Shares pursuant to any of the ﬁrocedums described above will constitute an
agreement between the tendering shareholder and the Purchaser upon the terms and subject to the
conditions of tho Offer.

By executing the Letter of Transmittal, a tendering shareholder Irrevocably appoints, with
respect to the Shares purchased by the Purchaser, designees of the Purchaser as his proxies, with
full power of substitution, Inihe manner set forth In the Letter of Transmittal, to vote and exercise ali
of the shareholder’s rights with respect to the Shares tendered by such shareholder pursuant to such
Letter of Transmittal and accepted for payment by the Purchaser and with resoect to any and all
other Sharos or other securities Issued or Issuable In resEect of such Shares on or af'ar March 25,
1987. Such appointment Is effective when, and only to the extent that, the Purchaser deposits the
Offer consideration for such Shares with the Depositary.

Upon the effectiveness of such appointment all prior proxies given by such shareholder with
respect to such Shares (and any such other Shares or other securities) will be, without further
action, revoked and no subsequent proxies may be given by such shareholder (and, If given, will not
be deemeu effective). The designees of the Pdrchaser will; with respect to the Shares “or which the
appointment is effective, be empowered to exercise all voting and other rights of such shareholder as
they, in their sole discretion, may deem proper at an}/ annual, special or adjourned meeting of ‘he
Company's shareholders, by written consent In lieu of any such meeting or otherwise.

All questions as to the form of documents and the validity, eligibility (Including time of receipt)
and acceptance for payment of any tender of Shares will be determined” by the Purchaser, in Its sole
discretion, which determination shall be final and binding. The Purchaser reserves the absolute right
to reject any or all tenders of any particular Shares determined by it not to be In proper form or the
acceptance for payment or payment ot which may, in tho opin.jn of the Purchaser’s counsel, be
unlawful. The Purchaser also reserves the absoluté right to waive any of tho conditions of the Otfer,
and the Purchaser reserves the nght_to waive any defect or |r|_egular|t¥ in the tender of any particular
Shares. The Purchaser’s Interpretation of the terms and conditions of ‘he Offer (Including the Letter
of Transmittal and the instructions thereto) will be final. No tender of Shares will be deemed to have
been validly made until all defects and Irre_?ularltles have been cured or waived. Neither BP, the
Purchaser, the Dealer Mana%(_ers,_ the Depositary, the Information Agent nor any other person will be
under any duty to give notification of any defects or irregularities in tenders or incur liability for
failure to give any such notification.

4, Withdrawal Rights. Tenders of Shares made pursuant to the Offer are irrevocable, except
that Shares tendered pursuant to the Offer may be withdrawn at any time Pnor to the Expiration
Date, and, unless theretofore accepted ror pa}yment by the Purchaser pursuant "o the Offer, may also
be withdrawn at any time after May 30, 1987.

For a withdrawal to ue effective, a written, telegraphic, telex or facsimile notice of withdrawal
must be timely received hy the Depositary at one of its addresses set forth on the back cover of this
Offer to Purchase. Any notice of withdrawal must specify the name of the tendering shareholder, the
number of Shares to be withdrawn and tho names inwl th the certificate (_sf)_ eV|dencm? such Shares
are registered, if different from that of the tendering shareholder. If cartificate(s) uvldenclng such
Shares have been delivered to the Depositary, then, prior to the release of such certificate(s), the
serial numbers shown on such certificate(s) must be submitted and the signature(s) on tho notice
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of withdrawal must be Eu_a_ranteed_by_an Eligible Institution, unle°s such Shares have been tendered

for the account of any Eligible Institution. If Shares have been tendered pursuant to the procedures

for book-entry transfer os set forth In Section 3, any notice of withdrawal must also specify the name

%ﬂd number of the account at a Book-Entry Transfer Facility to be credited with the withdrawn
ares.

_All'questions as to the form and validity (Including time of receipt) of any notice of withdrawal
will be determined by the Purchasor, In Its sole discretion, which determination shall be final and
bmdmﬂ. None of the Purchaser, BP, the Doaler Mana?ers_, the Depositary, the Information Agent or
any other person will be under any duty to give notitication of any defects or Irregularmes In any
notice of withdrawal or Incur any liability for failure to give such notification. Any hares(froperly
withdrawn will be doemtd not validly tendered for purposes of the Offer; however, tenderea Shares
withdrawn pursuant to the withdrawal tights described above may ho re-tendered by following the
procedures described In Section 3, at any subsequent time prior to the expiration of the Offer.

If the Purchaser extendi the Offer, Is delayed In Its puichase of Shares or Is unable to purchase
such Shares pursuant to the Offer for any rsason, then, without ﬁreﬁudme to the Purchaser's rights
under this Ofter, the Depositary may, nevertheless, on behalf of ths Purchaser, retain such tendered
Shares and such Shares may not he withdrawn except to the extent that tendering shareholders are
entitled to withdrawal rights as set forth In this Section 4.

5. Source and Amount ol Funds. The total amount re(iuwed by the Purchaser to purchase all of
the outstanding Shares, other than Shares ownod by BPI, pursuant to the Offer and to_Fa tho
related fees and expenses Is estimated to ba approximately $7.5 billion. The Purchaser will obtain
approximrtely one-third of such amount frcm the BP Group's existing Internal resources, which
funds will be on-lent to the Purchaser by other members of the BP Group on arm's length terms. The
balance will be obtained partly from borrowings by BPI under a four year credit facility to be entered
Into with a number of commercial hanks, which borrowings would then be on-lent to the Purchaser
on arm’s length terms, and partly from the Issuance by the Purchaser of commercial paper in the
United States, backed by the Purchaser’s own ability to borrow directly under ths crodit facility.
Total borrowings under the credit facility may not exceed $5 billion. Borrowings by BPI under the
credit facility ma)r be made for periods of one, three or six months at an Interest rate per annum
equal to LIBOR plus 0.125% for the applicable period (or such other rate or rates as may be offerad
by the banks under a bidding system provided in the credit famht;(/j). Borrowings by tho Purchaser
under the credit facility may be made for periods of up to 10 days at Morgan Guaranty Trust
Com_Pany of New York's pnme rate as In effect from time to time. BPI will be obll_?atod to pay a
facility fee of 0.125% per annum of the aggregate commitments under the credit facility, regardless
of the amounts outstanding thereunder from time to time. All amounts owing under the credit facility
and the Purchaser's commercial paper program will be guaranteed bﬁ/ BP. Morgan Guaranty Trust
Company of New York will be designated Agent for the banks under the credit facility. Itis intended
*hat these borrowings will be repaid or replaced from funds generated by the BP Group and by
means of restructuring or refinancing of existing facilities, including the credit facility.

6. Certain Legal Matters. Pursuant to requirements of The Stock Exc_han?e in London, the
Offer must be approved_bya resolution passed on a show of hands by a majority of the shareholders
present and voting or, if a poll Is called for. by a majority of the votes cast, at a meeting of BP's
shareholders (the "Shareholder Approval")h. uch meeting will be convened for April 22, 1987 and
the Offer is conditioned upon receipt of the Shareholder Approval. BP has received in a form
acceptable to it the consent of H.M. Treasury of the United Kingdom pursuant to Section 482,
Income and Corporation Taxes Act 1970, to the issuance of certain debt by the Purchasor and the
exchange of the Shares and the Special Stock held by BPI for shares of common slock of the
Purchaser and clearance from The Inland Revenue of the United Kingdom that the transfer of the
Shares and the Special Stock held by BPI to the Purchaser inexchange for shares of common stock
of the Purchaser will not result In a tax on chargeable gains under the provisions of Section 87,
Capital Gains Tax Act, 1979,
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Except as set forth In this Section, the Purchaser Is not aware of any license or other regulatory
permit which ap%ears to be material to the business of the Company and which might be adversely
affected by the Purchaser’s acquisition of the Shares pursuant to the Offer, or of any approval or
clearance by or reference to any domestic or foreign %overnmental or administrative agency that
would be required prior to the acquisition of the Shares by the Purchaser pursuant to the Offer. The
Companly and Its subsidiaries conduct operations In several foreign countries. Should any such
approval or other action be required, It Is the Purchaser’s present Intention that such approval or
action would be sought or talon. The Purchaser Is unable to predict whether It may delerminei that It
Is required to delay thr purchase of Shares pursuant to the Offer ponding such approval or other
action. There can he no assurance that any such approval or action, If needed, would be obtained
or, If obtained, that It will be obtained without substantial conditions or that adverse consequences
rr'ght not result to the Company's business or that certain parts of the Company's business might
not have to be disposed of Inthe event that such approvals were not obtained or such other actions
wore not taken, any of which could cause the Purchaser to elect to terminate the Offer pursuant to
Section 7. The Purchaser’s obligation under the Offer to accept for payment and pay for Shares Is
subject to certain conditions. See Section 8.

State Takeover Laws. A number ot states have adopted takeover law3 which purport, to
varying degrees, to be applicable to attempts t? acquire securities of corporations which are
incorporated Ir, such states or which have substantial assets, security holders, principal executive
offices or principal places of business therein. To the extent that certain provisions of these state
takeover laws purport to apply to the Offer, the Purchaser believes that such laws conflict with
federal law and constitute an unreasonable burden on Interstate commerce. In this regard, it should
be noted that the Supreme Court of the United States In Edgar v. MITE Corporation held that the
Illinois Business Takeover Act was unconstitutional.

The Purchaser has not cothed with v state takeover laws and the Company has agreed not
to seek application of any such laws to tno offer without first g_lvm_g the Purchaser at least 48 hours’
notice. The Purchaser has commenced litigation In federal district courts in Louisiana, Nebraska.
Ohio and South Carolina seeking declaratory Judgments that certain provisions of certain takeover
statutes In such states are unconstitutional as applied to the Offer and injunctions against their
enforcement Inconnection with the Offer. In three of these actions (Nebraska, Louisiana and South
Carolina), there have been entered orders of the court under agreement by the parties, pursuant to
which no action will be taken by the relevant state officials to seek enforcement of such laws, except
on at least 48 hours’, or In the case of Louisiana 72 hours’, notice to the Purchaser. In the fourth
action (Ohio), the relevant state official has been enjoined by court order from takin an)f/ such
enforcement steps prior to April 13, 1987; In that action, the Purchaser Intends to seek a further
order preventing any such enforcement action subsequent to April 13, 1987. Should any
government official or third partK seek to apply any state takeover law to the Offer, the Purchaser
and BP will take such action as then appears desirable and currently anticipate that they will contest
the validity of such law in appropriate court proceedings. The Purchaser notes that the Ohio Control
Share Acquisition Act, which requires shareholder approval of certain "control share acquisitions”,
does not apply to the Offer as BP end Its subsidiaries already own Shares and Shere-equlvalentc
entitling them to a majority of the voting power of the Company.

If it Is asserted that any state takeover laws appl¥ to the Offer and It Is not determined by an
appropriate court that such laws do not apply or are Invalid as applied to the Offer, the Purchaser
mla]ht he required to file certain Information with, or receive approvals from, the relevant state
authorities. Inaddition, if enjoined, the Purchaser might be unable to accept for pae/ment any Shares
tendered pursuant to the Offer, or be delayed in consummating the Offor. In such case, the
Purchaser may not be obligated to accept for payment any Shares tendered. See Section 8.

~ 1. Extension oi the Offer; Teimination; Amendment. The Purchaser _e>g3ress_ly reserves tho
r|%ht, In its sole discretion, at any time, or from time to time, to extend the ﬁeno of time during
which the Offer is open by giving oral or written notice of such extension to the Depositary and hy
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making a public announcement thereof, such announcement In the case of an extension to be Issued
no later than 9:00 A.M., New York City time, on the next business day after the previously acheduled
Ewaatlon Date. There can be no assurance that the Purchasor will exercise Its right to extend the
Offer. Ifthe Purchaser shall decide, Inltsso'e discretion, to Increase or decrease the price offered In
the Offer to holders of Shares and, at the time that notice of such Increase or decrease Is first
published, sent or given to holders of chares In the manner specified belcw, the Offer lascheduled to
exgwe at any time earlier than the tenth business day frrrn the date that such notice Is first so
published, sent or given, the Offer will be extended until the expiration of such ten business day
period. For i)_urposes of the Offer, a "business day" means any day other than a Saturday, Sunda?é
or federal holiday and consists of the time period from 12:01 A.M. through 12:00 Midnight, New Yor

City time.

The Purchaser also reserves the right to postpone acceptance for payment of or, regardless of
whether such Shares were therotofore accepted for payment, payment for any Shares to be
purchased by It pursuant to the Offer and to amend the Offer or to terminate the Offer and not
accept for payment any Shares not theretofore accepted for Bayme_nt, or paid for, upon the
occurrence of any of the conditions specified In Section 8 herein, by giving oral or written notice of
such postponement, amendment or tirmlnauon to the Depositary and by making a public
announcement thereof.

Without limiting the manner In which tne Purchaser may choose to make any p* ¢ announce-
ment of the termination or any extension or amendment of the Offer, oxcept as may otherwise be
required by the SEC’s rules, the Purchaser will have no obhganon to publish, advertise or otherwise
communicate any such public announcement, other than by making a release to the Dow Jones
News Service or, In the case of an announcement of an extension of the Offer, bY Issuing a notice of
such extension by’\]oress release or other public announcement, w'.ch notice shall be Issued no later
».an 9:00 AM., New York City time, on the next business day after the previously-scheduled
Expiration Date of the Offer.

8. Certain Conditions of tho Offer. Notwithstanding any other provisions of the Offer,
Purchaser shall not be re?uwed to accept for payment or pay for anz Shares, may postpone the
acceptance for payment of and payment for Shares tendered and to be purchased by It, and may
terminate or amer.d the Offer as growded In Section 7 herein if the Shareholder Approval Is not
obtained or if, on or after March 25, 1987 and prior to the time of pa¥ment_for any such Shares
&Whether or not any Snares have theretofore been accepted for payment or paid for pursuant to the

ffer), any of the following events shall occur:

(a) there shall be threatened, Instituted or pending any actlcn or proceeding before
domestic or foreign court or governmental agency or other re%ulatory or administrative agency
or commission, %I) challenging the acquisition by the Purchaser of the Shares, seeking to
restrain or prohibit the making or consummation of the Offer or a Merger, seeking to obtain any
material damages or otherwise directly or Indirectly relating to the transactions contemplated b
the Offer or a Merger, (il) seeking to prohibit or restrict the Purchaser’s (or any of Its afflllates'y
ownership or operation of any material portion of its or the Company's business or assets, or to
compel the Purchaser (or any of Its affiliates) to dispose of or hold separate all or any material
portion of Its or the Comﬁany's business or assets as a result of the Offer or a Merger (|IIP
seeking to m”ke the purchase of, or payment for, some or all of the Shares or a Merger Iilega,
(Iv) resulting Ina delay in the ability of the Purchaser to accept for payment or pey for some or
all of the Shares or to effect a Merger, (v) Imposing material limitations on the ability of the
Purchaser effectively to acquire or hold or to exercise full rights of ownership of the Shares,
Including, without limitation, the right to vote the Shares purchased by It on all matters proPerIy
Bresented to the shareholders of the Company or (VIS) which, In the sole judgment of the

urchaser, otherwise Is reasonabIY likely to materially adversely affect the Company or any of its
subsidiaries or affiliates or the value of the Shares; or
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(b) any statute, rule, regulation, order or Injunction shall be sought, proposed, enacted,
promulgated, entered, or deemed applicable to the Offer, or any other action shall have been
taken, proposed or threatened, by any government or governmental authority (or any political
subdivision thereof) or by any court, domestic or foreign, which, In the sole judgment of the
Purchaser, is likely, directly x Indirectly, to result in any of the consequences referred to In
subsection (a)(1) through (a) (vl) of this Section 8; or

(c) any change (or any condition, event or development Involving a prospective change)
shall have occurroa or be threatened in the business, properties, assets, liahilities, capitalization,
shareholders' equity, financial condition, results of operations or prospects of the Company or
any of Its subsidiaries which, In the sole Judgment of the Purchaser, Is or may be materially
adverse to the Company and its subsidiaries, taken as a whole, or the Purchaser shall become
aware of any fact (mcludmt[q, but not limited to, any such change, condition, event or
d_eve_lopmenty_wmch, In tho sole Judgment of the Purchaser, has or may have materially adverse
srggnlfr:cance with respect to the Company and Its subsidiaries, taken as a whole, or the value of
tho Shares: or

(d) there shall have occurred (I1) any general suspension of, or limitation on prices for,
trading in securities on the NYSE or The Stock Exchange In London, (I1) the declaration of a
banking moratorium or an% suspension of payments in respect of banks Inthe United States or
the United Kingdom, (Il) the commencement of a war, armed hostilities or other International or
national calamity directly or Indirectly Involving the United States or the United Kingdom, (lv)
any limitation by any governmental authority or any other event which, In the sole Judgment of
the Purchaser, might affect the extension of credit by hanks or other lending Institutions In the
United States or the United Kingdom, (v) a material change In United States or United KlnPdom
currency exchange rates or a suspension of or limitation on the markets therefor or (vI) In the
case of any of the foregoing existing at the time of the Offer, any materia! acceleration or
worsening thereof; or

(e) the Company shall have (I) conducted its business or those of Its subsidiaries other
than In'the o_rdmarY course or made any material chan?es In the operations of the Company or
its subsidiaries; (I) amended or otherwise changed the articles of Incorf)oranor] or code of
regulations (or similar constituent documents) of the Company or any of Its subsidiaries; (Il1)
issued or sold, or authorized for Issuance or sale, additional shares of any class of cap.tal stock,
or securities convertible Into such shares of capital stock or rights or warrants with rosnect to
shares of capital stock, excopt pursuant to the Company's exmtmg_emgloyee stock option plans;
(iv) declared, set aside, made or paid any dividend or other distribution with respect *o Its
capital stock, other than regular quarterly cash dividends at a rate not In excess of $0.70 per
Share; (v) altered or proposed to alter any material term of any outstanding security; (vi
redeemed, purchased or otherwise acqui-ed, directly or IndlrectK any of its capital stock; (vl
entered Into any other agreement or ariangement with any other party or with the officers or
other members of its management that In the 9ole discretion of the Purchaser could adversel
affect the value of the Shares; or r(vlll) shall have reached an agreement or understanding wit
BP and the Purchaser that the Offer be terminated or amended, or the Purchaser and BP shall
have entered Into a definitive agreement to acquire the Company;

which In the sole Judgment of the Purchaser with respect to each and every matter referred to above
and regardless of the circumstances (including any action or Inaction by the Purchasor or BP) giving
rise to any such condition, makes It Inadvisable to proceed with the Offer or with such acceptance for
payment or payment.

The foregoing conditions are for the sole benefit of the Purchaser and may be asserted by the
Purchaser regardless of the circumstances giving rise to any such conditions 6nc|ud|ng any action
or inaction by the Purchaser or BP) or may be waived by the Purchaser in whole or In part at any
time and from time to time in Its sole discretion. The failure by the Purchaser at any time to exercise
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any of Ihe foregoing rights shall not be deemed a waiver of any such rit};ht and each such right shall
be deemed a continuing right which may be asserted at any time and from time to time.

9. Dividends and Distributions. If, on_or after March 25, 1987, the Company should split,
combine or otherwise change the Shares or its capitalization, or disclose that It has taken any such
action, then the Purchaser, In Its discretion, may make such adjustments In the Offer consideration
ar?d other terms of the Offer as ft deems appropriate to reflect such split, combination or other
change.

If, on or aftc March 25,1987, the Company should declare or pay any cash or stock dividend,
stock oplii 0. other distribution on, or Issue any rights with respect to, the Shares, payable or
distributable to shareholders of record on a date occurring on or after March 25, 1987 and prior to
the transfer to the name of the Purchaser or Its nominees or transferees on the Company's stock
transfer records of the Shares purchased 8ursuant to the Offer, then (I) the Offer consideration
payable by the Purchaser pursuant to the Offer shall be red.uged by the amount of any such cash
dividend or distribution and (I1) the whole of any non-cash dividend, distribution or right (Including
additional Shares or rights as aforesaid) received by a tendering shareholder shall be required to be
Promptly remitted and transferred by the tendering shareholder to the Depositary for the account of
he Purchaser, accompanied by appropriate documentation of transfer. Pending such remittance or
appropriate assurance thereof, the Purchaser shall be, subéect to applicable law, entitled to all rights
and pnwleges as owners of any such non-cash dividend, distribution or right and may withhold the
entire purchase prico or deduct from the purchase price the amount or value thereof, as determined
by the Purchaser In Its discretion.

10. Fees and Expenses. Goldman Sachs are acting as Dealer Managers In connection with the
Offer and have provided certain financial advisory services to BP and the Purchaser In connection
therewith. See "SPECIAL FACTORS—The Financial Advisors" for Information with respect to
Goldman Sachs’ fees for such services.

~The Purchaser ha3 retained D.F. King & Co., Inc. to act as the Information Agent In connection
with the Offer. The Information Agent may contact holders of Shares by mall, telephone, telex,
telegraph and personal Interviews and may request brokers, dealers and other nominee share-
holders to forward the Offer materials to béneficial owners of Shares, The Information A(r]ent will
receive reasonable and customary compensation for such services, plus reimbursement of out-of-
pocket expenses.

The Purchaser has retained The Chase Manhattan Bank, N.A. to act as the Depositary, and will
par ‘he Depositary reasonable and customary compensation for its services In connection with the
Ofter, plus reimbursement of out-of-pocket expenses, and will Indemnify the Depositary against
certal_r%_ I|a|b|I|t|es and expenses in connection therewith, including liabilities under the federal
securities laws.

The estimated costs and fees In connection with the Offer are as follows:

Bank Commitment and Other Fees.............. $ 7,250,000
SEC FilinG FEE vt 1,468,233
Financial Advisory and Dealer Managers' Fees. 8,600,000
ACCOUNEING FEES v 35,000
LEQAI FEES ..o 3,500,000
Printing and Mailing........ewwmmmmmmsmnsnnn 750.000
DEPOSItArY'S FEES .o 450.000
Information AQeNnt’s FEES........mmmmmmmninin 20.00
MISCEIIANBOUS .o vvvsvessssisssssissssssssssssssssssssoss 246,767

Total $22,500,000
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The Purchaser will not pay any fees or commissions to any broker or dealer or any other person
for soliciting tenders of Shares Eursuant to the Offer. The Purchaser will, upon request, reimburse
brokers, dealers, commercial banks and trust companies for customary handling and mailing
ex"™ ,ises Incurred Inforwarding the Offer to their customers. The Company has not paid and will not
t .esponsible for paying any of the above expenses.

11. Miscellaneous. The Offer Is not being made to nor will tenders be accepted from or on
behalf of holders of Shares Inany jurisdiction Inwhich the Offer or the acceptance thereof would not
be In compliance with the laws of any such jurisdiction. However, the Purchaser may In Its sole
discretion take such action as It may deem necessary to make the Offer Inany such jurisdiction and
extend the Offer to holders of Shares Insuch jurisdiction.

In those jurisdictions where securities laws re(wire the Offer to be made by a licensed broker or
dealer, the Offer shall be deemed to be made on behalf of the Purchaser by Goldman Sachs.

No person ha3 been authorized to Pfive any Information or make any representation on behalf of
the Purchaser not contained In this Offer to Purchase and, If given or made, such Info-matlon or
representation must not be relied upon as having been authorized.

The Purchaser has filed with the SEC a Rule 13e-3 Transaction Statement on Schtdule 13E-3
and a Tender Offer Statement on Schedule 14D-1, together with exhibits In each case, pursuant to
Rule 13e-3 and Regulation 14D resgecnvely, of the General Rules and Regulations under the
Exchange Act, which require the furnhhing of certain additional Information with regard to the Offer.
Such statements and any amendments thereto, Including exhibits, may be examined and copies may
be obtained at the same places and Inthe same manner as set forth In "THE COMPANY— Available
Information", except that such Information Is not available at the regional offices of the SEC.

BP North America Inc.



SCHEDULE 1

DIRECTORS AND EXECUTIVE OFFICERS
OF THE BRtTf8H PETROLEUM COMPANY
p.Lc. AND CERTAIN RELATED COMPANIES

Set forth below are the name, husiness address, citizenship, present principal occupation or
employment and other material occupatrons positions, offrcesorotheremployments held during the
last five year3 of each director and executive officer of BP or the Purchaser

Pr R H’tﬁ” Bjc%gB eorr,E Snt

Name jnd Busina** Addre** Cllirenehlp Emp oyment urin M F ear*
Sir Peter Walters*. Great Britain Chairman of BP since 198 Drrector of
Natrona ernster nk LC In Lon-
don g% since director on
varIGus clvic and cultural boards
P.G. Cazalet* Greet Britain De uty Charrman ?f BP since 1986. Man-

g gf |rectoro Psrnce 1981. Direc-

The enrn ar & Orrenta Steam
Navr atron mg In London,
8 De La

ﬂ] a srnce lf rrntrn onrﬁon
gngy Elt OLI com-
th (9 § in Londo land from
J :Iranian ’E?I P%rtrcrpants

(80|I ) In London England from 1978

RR. * Great Britain M n Dir ctor P since
BRR. Butler varag @ecutdeve of [’ é Ioratrcon om
pany Lt 1-1986.

P.J. Gillam*. Great Britain M na mg I%rr ctor of % ince 1981
Irgct r 0 eConsoI ate Petroleum
%30 19§2 in London, England from 1981

R. Malpas*. Great Britain Managrnog Drrector of BP since, 1983
Diréctor of the B rourP g (i
manu acturfr In Lonflon E

enht of Halcon DGrou In
gchemrca in_ New Yorﬁ New pYor$<

rom 1979 to 1983.

D.A.G. Simon* Great Britain M%rhag Drrector of BP since ¢986

Xec il nternatlonal
from lLCé 1586 Direc oro ’h
Pesse om Ic te ecom-

unications con-
uctorsS Irrlr llfor% %ng?and since 1986

ECZYogBBuusrness address is The British Petroleum Company pic., Brittanic House, Moor Lane, London
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Hema ntd Butitvx* Addm i
Sir Lindsa AIexander ...............
Lloyds ar¥
71 Lombard JBet
London EC3P3BS

§ dB?]rOd Sl st Bl
LonJon EC%N 40E

The Honorable Sir John Baring
arJ SpIC

SRR o

CMlianahlp
Qreat Britain

Great Britain

Great Britain

Chairman of S an jrd Chart rea PL(tan(a

aaqa ﬁer} %IO atloporq*E ent
ploymen [dﬁ urln {ie Lhat ear*

" otton Sraiand s T a”t:h%.'rﬁta'r?

and Dlrector of Lloyds Bank Inter
national Limited. sincg _prior t?( ?
Bllrector of: BP sm(ce 197];3t HlawLe ]
eley Group pic_(aircraft) In London,
%%\nd Sl cep1981 WeIh?t ton Under-
WITTn Agenmes (8Insurance In Londaon,
England Since (ti9 b; .Overseas Cont§|n

ers pping business) In
Lgk?sgeor?s Egrr], rgnﬁ) 0% n‘ﬂné{ I
L8n on, ﬂanranrsom rior_to 19 to

{sh%&p%gi é% les Eor & Tradm

ector o cer g}
various civic and cultura boards

commercial t,

since 1974, D|re tor of; BP smce

Bridon  pic fpe manufacturer)

Don% ster E dn from prior to 1 ll
]k and and Inte natlon

Ban L% tan Ing) in Lon on from

prior to 1981 to 1983.

919,
I

Ince 1985 and
pIC since pr|or t0

rs
% ctorr} a”PgBPsmce terat§

nves'tdatelFtetgtEt(? nges ent com

since 1 i otstone
smCS 4 eam I’ oﬂtnE?

_on on, En ]land since 1983 oumout
Farms . Ltd. d{armm L n London, Eng

Chawztan of Barin é) gnserchant bank-

and since suran e
Ltd. i Lon on ngland Prz

tl|?§szt Dunl OrPd od|n$ Lt frub ra

0
1984 &a eresr? nBalrt ea
ers In on 0 rom

985: Qutwich ' |nv stment Trust Lt
trust com ang |r§ London, England
m (?6 0 1986: Stratton Inves ent

t Investmentcom g) In Lon-
n rom 1966 to February 19




Namé and Bualnaaa Addraw

S
rtief Ide Street P

Sir
Se
[ Adela

London WC2N 4LZ

Sir James Menter.

AIastarrPrI Ington.......
Elrkln ton r in |gs% .
g

Merseysrde WA10 3TT

BAT InJ]rIystrres p.l.c.

Wrn dsor House
Jctona Street

Lon on SWIHONL

lan G. S. Hartigan* ...

Stephen 0. JaBger* ..

Edward T. LIbbey*.

Cltliaflrhlp
Great Britain

Great Britain

Great Britain

Great Britain

Great Britain

United States

Great Britain

PrtM Pn aIO tron or ment
Emp oyrrr]r%rrw E%}r(%rd] t?r adt v%\?aara
Ch |rman of Scottis TeIevrsron
levision com any) In London,
since 1 75 irector of. BP srn
78 BAT ndustrresplc tobacco an
rnancral servrc s) In London, Englan
since 1980; Bri ?ewater Paper Co. Ltd.
(Or)a er. manufacturer) An London, Enp
I srnce 1884 Tandem Compute
Ltd. comguters In_Lor den, England
since " 198 Green Park Health Cara

1., (nursi omes) In Hayward
e tE ince 1%85 Dun? Holdrn s Lt
#ru er company) In London, England

rom 1969 to 1983.

Retrrrgg Drrect?ér of BP since 1976: Tl

grrmpn&ﬁeni Fga]rn?eu??ztulrgé\ior
S0P, Engﬁang fr%m 1981 to 198)5
Prg%dent of P#Ikln%ton Brothers P.L.C

S manuract %rs Ditec SFS% SI%%
.C.

since #
sincte  1976; Pilkington Brothers p.l

from 1955 to 1985.

Chairman of BAT Industries. p.Lc. _go-
bsggo and frnancral services) sihce
1 Director of BP since 1984.

Director and Prggrdent of the Purchaser
srncde n irector, tan
ga}r Qi ompany leve anﬂ) |0 and

Canada, Inc.,’Caloa erta since

0 et g
IsEeXr?CVrEIcve Vrce Presr ent ongtolt Nie

Director ang Senior Vrce President, Fi-
nance aP Accounts of the Pur 8haser
srnce Ju . From June, 1984 to
T B Interna}ronal In"London In
Eabn financia pggrtrons From

oJuly 1985, Vice Presi-
dento he Purc ase

Director and Senror Vice President, Busi-

TS RARROTE O VI GUrStaRel e

19% \Ice Preshdent Corporate Plan:
ning of the Pyrchaser. Fr m February,
1984 to March 1986, Progduction Man-
ager, BP Rotterdam Re |ner FBer
S

Trardpe and aup}ﬂy Deeprajrat%nt Lgndon

* Business address is BP North America Inc., 620 Fifth Avenue, New York, New York 10020.
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Mem* and Buelnee* Addm t

Peter A. Aslet*.

Keith S. Cheveralls*.

Paul Chinn*

Thomas W. Everitt*

Richard C.H. Genochlo*

George H. Hagle*
Glyn D. Harris*....

Peter C. Mostyn*

S. Mark Seymour* ...

JONN C. GOFE™ oo

Cltitenahlp
Great Britain

Great Britain

Groat Britain

United States

Great Britain

United States
Great Britain

Great Britain

United States

United Statfr9

Preaenl Principal Occupation or Employment
and Other Material Occupation!, Office* or
Employment* Held During the Leal Five Year*

Vice P[]esrdent Investor Relatigns of the
Purchaser since December, 1985. Man-
ager of U.S. |nvestor Relations, ImPenaI
C emica| Industries Inc. (chemicals) In

ew York from August L 83&0 Decem-
fer V|c Presr?ent and Manager

? Bena C emlcas Industries V.
rom June 1973 to August, 1983.

Vrc Presrdenth Mone ar et geratbons

asersn cto %

|ce resr ent and ? |§ ealer o KrI
amue nternatrona an ngp

Batron |§1ance ew or om cto

ctoper, 1985. Foreig

Swrtzer dIn London rom June, 1982

V|ce Bresrdent n or atronS stemsof the
g 8 aser since Ju From M
1980 to July, 1986, PPetroIeum Dev
Pment Dyce Scotland, computer ser-
vices manager.

Vice President, Administration of the Pur-
chaser srnv!)A uqust, 1986. From Au-
gust 1985 to August, 1986 BP Ex Ior
tion, London P&rsonnel officer From
November, 1981 to August 1985, BP
Nort Amerrca Petroleim, “Houston,
Personne] Manager.

Vico. President, over}nment and Publjc
Afarrs ?: the Purchaser. since Marc
19 BFgomLor?rrt]gr?ry ol\?grnmentar(nd

Pu%?rc Affairs, Assrstant Manager, aE

Vi epPres 'dent and General Counsel of the
urchaser since Januarz

Vice President, Corporat Frnance of the
urchaser srnce cto r From
URH cto er 1P8

on, |nance coor ination an man

ement From July |1981 to August

1 BP Canada Cagary Mandger,
FIn nce nd Accoun

Vice President, Nutrltron of the Purchaser
srnce Januar%/ . From, April, 1978

anuary, 981, BP Nutrition; London,
8ecra|

Vico Posldent Taxatron of the Purchase[
since August, 1984, Senior tax counse
o Unron Pacrfrc Cor (transportatron
In New gr since 1

Vice President Government Affairs of the
Purchaser since March, 1986. Director,
Federal Goverpment Affairs oi the Pur:
clré%%er from January, 1980 to March,

exchan ealer of ¢ ertaln hanks 0
an

* Business address is BP North America Inc., 620 Fifth Avenue, New York, New York 10020.

Sir Peter Walters and Mr. B.RRR. Butler presently own 1,000 Shares and 150 Shacas,
respectively, and they presen eintend to tender such Shares pursuant to the Offer.

|-4
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SCHEDULE B

Section 170185 at the Chio General Corporation Law

1701.85 RELIEF FOR DISSENTING SHAREHOLDERS; QUALIFICATION; PROCEDURES—
(A) (1) A shareholder of a domestic corporation is entitled to relief as a dissenting shareholder In
respect of the_prOﬁ_osaIs in sections 1701.74, and 1701.76, and 1701.84 of the Revised Code, only In
compliance with this section.

~(2) If the proposal must be submitted to the shareholders of the corporation Involved, the
dissenting shareholder shall be a record holder of the shares 0? the corporation as to which he seeks
relief as of the date fixed for the determination of shareholders entitled to notice of a meeting of the
shareholders at which the proposal is to be submitted, and such shares shall not have been voted In
favor of the proposal. Not later than ten days after the date on which the vote on such proposed was
taken at the meetm(l; of tna shareholders, the shareholder shall deliver to the corporation a written
demand for payment to him of the fair cash value of the shares as to which he seeks relief, stating his
addﬁessﬁ the number and class of such shares, and the amount claimed by him as the fair cash value
ot the shares.

(3) The dissenting shareholder entitled to relief under division (c) of section 1701.84 of the
Revised Cede In the case of a merger pursuant to section 1701.80 of the Revised Code and a
dissenting shareholder entitled to relief under division (e) of section 1701.84 of the Revised Code in
the case of a merger pursuant to section 1701.801 of the Revised Code shall be a record holder of
the shares of the corporation as to which he seeks relief as of the date on which the agreement of
merger was adopted by the directors of that corgoratlon. Within twenty days after he has been sent
the notice provided Insection 1701.80 or 1701.801 of the Revised Code, the shareholder shall deliver
to the corﬁoratlon a written demand for payment with the same Information as that provided for In
division (A)(2) of this section.

~(4) Inthe case of a merger cr consolidation, a demand served on the constituent corporation
involved constitutes service on the surviving or the new corporation, whether served before, on, or
after the effective date of the merger or consolidation.

(5) If the corporation sends to the dissenting shareholder, at the address specified in his
demand, a request for the certificates representing the shares as to which he seeks relief, he, within
fifteen days from the date of the sending of such requests, shall deliver to the corporation the
certificates requested, in order that the corPoratwn may forthwith endorse on them a legend to the
effect that demand for the fair cash value ot such shares has been made. The corporation ﬁromptly
shall return such endorsed certificates to the shareholder. Failure on the part of the shareholder to
deliver such certificates terminates his rights as a dissenting shareholder, at the option of the
corporation, exercised by written notice sent to him within twenty days after the lapse of the fifteen-
day_P_erlod, unless a court for good cause shown otherwise directs. If shares represented by a
certificate on which such legend has b”n endorsed are transferred, each new certificate issued for
them shall bear a similar legend, together with the name of the original dissenting holder of such
shares. Upon receiving a demand for payment from a dissenting shareholder who Is the record
holder of uncertificated securities, the corparation shall make an appropriate notation of the demand
for payment In Its shareholder records. If uncertificated shares for which payment has been
demanded are to be transferred, any new cartlfcate issued for the shares shall bear the legend
required for certificated securities as provided In this paragraph. A transferee of the shares so
endorsed, or of uncsrtlficated securities where such notation has been made, acquires onlf¥ such
rights in the corporation as the ongmal dissenting holder of such sharos had Immediately after the
service of a demand for payment of the fair cash v'lue of the shares. Such request by the
COYF_Ora'[IOH is not an admission by the corporation that the shareholder is entitled to relief under this
seclion.
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(B) Unless the corporation and the dissenting shareholder shall have come to an agreement on
the fair cash value per share of the shams, as to which he seeks relief the shareholder ir the
corporation, which Incase of a merger or consolidation may be the surviving or the new corporation,
within three months after the service of the demand by the shareholder, may file a complaint in the
court of common pleas of tho county In which the principal office of the corporation which Issued
such shares is located, or was located at the time when the proposal was adopted by the
shareholders of the corporation, or, if the proposal was not required to be submitted to the
shareholder, was approved by the directors. Other dissenting shareholders, within the period of
three months may join as(ﬁlamnffs, or may be Joined as defendants In an¥ such proceeding, and any
two or more such proceedings may be consolidated. The complaint shall contain a brief statement
of tho facts, including the vote and the facts entitling the dissenting shareholder to the relief
demanded. No answer to such complaint Is required. Upon the f|||n% of the comPIalnt the court, on
motion of the petitioner, shall enter an order fixing a date for a oarln% on the complaint, and
requiring that a co%y of the comPIalnt and a notice of the filing and of the date for hearing be given to
the respondent or defendant Inthe manner inwhich summons is required to he served or substituted
service is required to be made Inother cases. On the day fixed for the hearing on the complaint or
ang adjournment thereof, the court shall determine from the complaint and from such evidence as Is
submitted by either party whether the shareholder is entitled to be paid the fair car» wtlue of any
shares and, If sc, the number and class of such shares. If the court finds that the shareholder is so
entitled, the court may appoint one or more persons as ap;%rmsers to receive evidence and to
recommend a decision on the amount of the fair ca*h value. The appraisers have such power and
authority specified in the order of their appointment, The court thereupon shall make a finding as to
the fair cash value of a share, and shall render judgment against the corporation for the payment of
it, with interest at such rate and from such date as the court considers equitable. The costs of the
proceeding, including reasonable compensation to the appraisers to be fixed by tho court, shall be
assessed or apportioned as the courl considers equitable. The proceeding is a special ﬁroceedmg,
and final orders in it may be vacated, modified, or reversed on appeal pursuant to the Rules of
Appellate Procedure and, to the extent not in conflict with those rules, Chapter 2505. of the Revised
Code. If. during the pendency of any proceeding instituted under this section, a suit or proceeding is
<r has oeen instituted to enjoin or otherwise to ?revent the carrying out of the action as to which the
shareholder has dissented, the proceeding nstltuted under this section shall be stayed until the final
determination of the other suit or proceeding. Unless any provision in division (D) of this section is
applicable, the fair cash value of the shares as agreed upon by the parties or as fixed under this
section shall be paid within thirty days after the date of final defermination of such value under this
division the effective date of the amendment to the articles, or the consummation of tne other action
involved, whichever occurs last. Upon the occurrence of the last such event, payment shall be made
immediately to a holder of uncertlficated securities entitled to such payment. In the case of holders
of shares represented by certificates, payment shall be made only upon and simultaneously with the
sur(rjender to the corporation of the certificates representing the shares for which such payment is
made.

(C) If the proposal was required to be submitted to the shareholders of the corporation, fair
cash value as to those shareholders shall be determined as of the day prior to that on which the vote
b¥ the shareholders was taken, and, in the case of a merger pursuant to section 1701.80 or 1701.801
of the Revised Code, fair cash value as to shareholders of a constituent subsidiary corporation shall
be determined as of the day before the adoption of the agreement of merger by the directors of the
particular subsidiary corporation. The fair cash value of a share for the purposes of this section, is
the ami u it that a willing seller, under no compulsion to sell, would be willing to accept, and that a
willing bu/er, under no compulsion to purchase, would be willing to'pay, but In no event shall the fair
cash value exceed the amount specified in the demand of the particular shareholder. In computmgi
such fair cash value, any appreciation or depreciation in market value resulting from the proposa
submitted to the directors or to the shareholders shall be excluded.
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(0) The right and obligation of a dissenting shareholder to receive such fair cash value and to
sell such shares as to which he seeks relief, and the right and obligation of the corporation to
purchase such shares and to pay fair cash value of them terminates if

(1) Such shareholder has not compiled with this section, unless the corporation by Its directors
waives such failure;

(2) The corporation abandons, or is finally enjoined or prevented from carrying out, or the
shareholders rescind their adoption, of the action Involved;

(3) The shareholder withdraws his demand, with the consent of the corporation by Its directors;

(4) The corporation and the dissenting shareholder shall not have come to an aﬂreemen_t as to
the fair cash value per share, and neither the shareholder nor the corporation shall have filed or
joined Ina complaint under division (B) of this section within the period provided.

(E) From the time of giving the demand, until either the termination of the rights and
obligations arising from It or the purchase of the shares by the cqrﬂoratlon, all other rights accruing
from such shares, including voting and dividend or distribution rights, are suspended. "If during the
suspension, any dividend or distribution Is paid in money upon 3hares of such class, or any dividend,
distribution, or Interest Is paid In money ui)on any securities Issued In extinguishment of or In
substitution for such shares, an amount equal to the dividend, distribution, or Interest which, except
for the suspension, would have been Payable upon such shares or securities, shall be paid to the
holder of record as a credit upon the fair cash value of the shares. If the right to receive fair cash
value is terminated otherwise than by the purchase of the shares bK the corporation, all nghts of the
holder shall be restored and all distributions which, except for the suspension, would have been
made shall lie made to the holder of record of the shares at the time of termination,
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Facsimile coEies of the Letter of Transmittal will be accepted. The Latter of Transmittal,
certificates for Shares and any other required documents should be sent or delivered by each
shareholder or his broker, dealer, commercial bank, trust company or other nominee to the
Depositary at one of Its addresses set forth below:

The Depositary

THE CHASE MANHATTAN BANK, N.A.

c/o lID\’/P/eﬁoV egréicgdlrtlt(l:e%urrrigﬁsfer

By Hand: Mall:
67 %hﬁ fé?rre t Bowlf'gé%ggnégfsation nServmes
New York, New\?ork New York, Now York 10274 Fort Lee Executive Park

1 Executive DI‘IVS
Att: Rggrr taLneie'aH 'Jn' 0D7e0 a[}tment
' gFif%h F‘ioor P

(288(1F)a5§9r‘°’2'
(212) 558

Any q+Jest|0n_s or requests for assistance or additional copies of this Offer to Purchase and the
Letter of Transmittal may be directed to the Information Agent or the Dealer Managers at their
respective telephone numbers and locations listed below. Shareholders may also contact their local
broker, dealer, commercial bank or trust company for ass.stance concerning the Offer.

ile: :
s 7104904802
6896

The Information Agent

D.F. KING & CO., INC.

One North LaSalle Street 60 Broad Street 9841 Airport Boulevard
Chicago, Illinois 60602 New York, NY 10004 Los Angeles, CA 90045
(312) 236-5881 (Collect) (212) 269-5550 (Collect) (213) 215-3880 (Collect)

Call Toll-Free 1-800-223-3604 Except in New York Call Toll-Free .1-800-522-5001.

The Dealer Managers

Goldman, Sachs & Co.
85 Broad Stre it
New York, New York 10004

Call Toll-Free 1-800-323-5678
Except In New York
Call Collect (212) 902-1000.






THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, NEW YORK CITY TIME, ON
TUESDAY, APRIL 28,1887, UNLE88 EXTENDED.

LETTER OF TRANSMITTAL

To Tender Shares of Common Stock of

The Standard Oi1il Company
at

$70 Net Per Share
Pursuant to tha Offer to Purchase Dated April 1,1987

by
BP North America Inc.
an indirect wholly-owned subsidiary of
The British Petroleum Company p-l.c.

To the Depositary:

THE CHASE MANHATTAN BANK, N.A.

For Information Call:

201) 592-4432
201) 592-4430
By Hapd: By Mail: B igh ier:
14¥h Eléor P.O.yBo>%l3gG . c/o M/eﬁo\ﬁegglcgurtlt?eosuﬂ%hsfer
67 Broad Street Bowling Green Station Services,
New York, New York New York, New York 10274 Fort Lee Executive Park
1 ExecuterVﬁ %%3
Fort Lee, N.J. 4
Aft: Reorganlzatwn Department
Fifth Floo
By Facsimile: By TWX;
(231)6‘559:2”31'4975 7109904902
(212) 558-6896

~ Delivery of (hit instrument to an address other than as set forth above or transmission of instructions
via a facsimile or telex number other than the one listed above will not constitute a valid delivery.

This Letter of Transmittal Is to be completed by shareholders either If certificates are to be forwarded
herewith or If delivery Is to be made by book-entry transf0' to the account maintained by the Depositary at The
Depository Trust Co_mpan){],_ the Midwest Securifies Trust Company, the Pacific Securities Depository Trust
Company or the Philadelphia Depository Trust Compan (collectlvely, the “Book-Entry Transfer Facilities")
Bursuant to the procedures set forth under "THE TENDER OFFER— Procedure for Tendering Shares" In the

ffer to Purchase. Shareholders whose certificates are not Immedmtelg available or who cannot cause their
certificates, or confirmation of the book-entry transfer of their Shares Into the Depositary's account at a Book-
Entry Transfor Facility ("Book-Entry Confirmation"), and all other documents required hereby to be received
by the Depositary prior to the Expiration Date must tender their Shares according to the guaranteed delivery
grocedure set forth under "THE TENDE! | OFFER— Procedure for Tendering Shares" In the Offer to Purchase.

Dee In_%truction 2. Delivery of documents to a Book-Entry Transfer Facility does not constitute delivery to the
epositary.



CJCHECK HERE IF TENDERED 8HARES ARE BEING DELIVERED BY BOOK-ENTRY TRANSFER MADE TO
THE ACCOUNT MAINTAINED BY THE DEPOSITARY WITH A BOOK-ENTRY TRANSFER FACILITY AND

COMPLETE THE FOLLOWING:

Name of Tendering Institution -
Check box of Book-Entry Transfer Facility:

1 The Depository Trust Company

[ Midwest Securities Trust Company

[ Pacific Securities Depository Trust Company
(1 Philadelphia Depository Trust Company

Account Number

Transaction Code Number

CJCHECK HERF IF TENDERED 8HARES ARE BEING DELIVERED PURSUANT TO A NOTICE OF GUARAN-
TEED DELIVERY PREVIOUSLY 8ENT TO THE DEPOSITARY AND COMPLETE THE FOLLOWING:

Name(8) of Registered Owner(s)
Prde of Execution of Notice of Guaranteed Delivery
Name of Institution which Guaranteed Delivery

DESCRIPTION OF 8HARES TENDERED

Ma nd Addraaa(at) of
e A )

Toé?ghlumbar Nymbar of

e T

Total Sharaa

* Need not be completed by shareholders tendering by book-entry transfer. _
** Unless otherwise Indicated, It will be assumed that all Shares described above are being tendered.

See Instruction 4.
NOTE: SIGNATURES MUST BE PROVIDED BELOW.

PLEASE READ CAREFULLY THE ACCOMPANYING INSTRUCTIONS.



Gentlemen:

The undersiPned hereby tenders to BP North America Inc., a Delaware corporation (the "Purchaser") and
an Indirect wholly-owned subsidiary of The British Petroleum Company p.l.c., a company orgamzed under the
laws of En%land, the above described shares of Common Stock, without par value ("Shares”), of The
Standard Oil Company, an Ohio corporation ;the "Company"), pursuant to the Purchaser's offer to purchase
any and all outstanding Shares at a price of $70 per Share, net to the seller Incash, upon the terms and subject
to the conditions set forth In the Offer to Purchase dated April 1, 1987 (the "Offer to _Purchase'g, receipt of
which Is hereby acknowledged, and In this Letter of Transmittal (which together constitute the "Offer").

~Subject to, and effective upon, acceptance for payment of the Shares tendered herewith In accordance
with the terms and subject to the conditions of the Offer, the undersigned hereb% sells, assigns, and transfers
to, or upon the order of, the Purchaser all right, title and Interest Inand to all the Shares that are beln% tendered
hereb sand anr and all other Shares or other securities Issued or Issuable In respect thereof on or after March
25, 1987) and [rrevocably constitutes and appoints the Depositary the true and lawful agent and attorney-In-
fflct of the undersigned with respect to such haresd(and any such other Shares or securities) with full power of
substitution (such power of attorney being deemed to be an Irrevocable power coupled with an Interest), to
(a) deliver certificates for such Shares (and any such other Shares or securities), or transfer ownership of
such Shares on the account books maintained by a Book-Entry Transfer Facility, together In either such case
with all accompanying evidences of transfer and authenncnz, to or upon the order of the Purchaser upon
receipt by the De osﬂarg, as the undersigned's agent, of the purchase price (adjusted, If appropriate, as
provided In the Offer to Purchase), (b) present such éhares_(and any such other'Shares or securltlesz_ for
transfer on the books of the Company and (c) receive all benefits and otherwl«e exercise all rights of beneficial
ooﬁnershlp of such Shares (and anysuch other Shares or securities), all Inaccordance with the terms of the

er.

The undersigned hereby Irrevocably appoints K. J. M. Walder and P. B. P. Bevan, and each of them, and
anz other designees of the Purchaser, the attorneys and proxies of the undersigned, each with full power of
substitution, to vote In such manner as each such attorneg and proxy_or his substitute shall In his sole
discretion deem proper, and otherwise exercise all of the undersigned's Tights (Including pursuant to written
consent) with respect to, all the Shares tendered hereby which have heen accepted for payment by the
Purchaser prior to the time of such vote or exercise of rights (and any and all other Shares or securities ISsued
or Issuable In respect thereof on or after March 25, 1987). This proxy Is Irrevocable and Is granted In
consideration of, and is effective upon, the deposit by the Purchaser with the Depositary of the purchase price
for such Shares Inaccordance wi?h the terms of the Offer. Effectiveness of this proxy shall automatically revoke
all prior proxies granted by the undersigned at any time with respect to such Shares (and an_Y such other
Shares or securities) and no subsequent proxies will'be given by the undersigned (and, If given, will be deemed
not to be effective) with respect thereto.



The undersigned hereby represents and warrants that the undersigned has full power and authority to
tender, sell, a53|?n and transfer the Shares tendered hereby (and any and all other Shares or other securities
Issued or Issusble In respect thereof on or after March 25, 1987) and that, when the same are accepted for
i)_ayment by the Purchaser, the Purchaser will acquire good and unencumbered title thereto, free and clear r'. all
iens, restrictions, charges and encumbrances and the same will not he subject to any adverse claim The
undersigned, upon request, will execute aud deliver any additional documents deemed by the Deposits'y or the
Purchaser to be necessary or desirable to complete the sale, assignment and transfer of tne Shares tendered
hereby (and any such other Shares or securities).

All authority herein conferred or agreed to be conferred In this Letter of Transmittal shall not be affected
by, and shall survive, the death or Incapacity of the undersigned and any obligation of the undersigned
hereunder shall be binding upon the successor 8, assigns, heirs, executors, administrators and legal representa-
tives of the undersigned. Except as stated Intl j Offer to Purchase, this tender is Irrevocable.

The undersi?\‘ned understands that tenders of Shares pursuant to any one of the procedures described
under "THE TENDER OFFER—Procedure for Tendering Shares" In the Offer to Purchase and In the
instructions hereto will constitute a binding a(};reement between the undersigned and the Purchaser upon the
terms and subject to the conditions of the Offer.

Unless otherwise Indicated herein under "Special Payment Instructions”, please Issue the check for the
Purchase price and/_or_an?/ certificates for Shares not tendered or not accei)_ted for payment Inthe nameﬁs) of
he undersigned. Similarly, unless otherwise Indicated under "Special Delivery Instrctions," please mall the
check for the purchase price and/or return any certificates for Shares not tendered or not accepted for
payment (and accompanying documents, as appr0ﬁr|ate) to the undemPned at the address shown below the
undersigned's signature.” In the event that both the Special Payment Instructions and the Special Delivery
Instructions are completed, please Issue the check for the purchase price and/or any certificates for Shares not
tendered or not accepted for payment Inthe name of the person or persons so Indicated and deliver said check
and/or return such certificates to the address so Indicated. Shareholders delivering Shares by book-entry
transfer may request that any Shares not accepted for ﬁaYment be returned by crediting ‘the account
maintained at a Book-Entry Transfer Facility as such sharenolder may de5|?nate by making an appropriate
entry under "Special Payment Instructions”.” The undersigned recognizes that the Purchaser has no 0b|lﬁ&tl0n
Pursuant to the Special Payment Instructions to transfer-any Shares from the name of the registered holder
hereof If the Purchaser does not accept for payment any of the Shares so tendered.



8PECIAL PAYMENT INSTRUCTIONS
(8m Instruction* 1,5, 6 and 7)

To he comrnleted ONLY If c%rtmcates for
ares not tendered or not purchased and/or
the ﬁfor the urchase price of Shares
Eurc ased are to be issued n the name of

%meone other than the un ersigned, or if

ares delivered by hook-entry |ch are not

urchased are o returne ycre dit tota
ceount a|n aine Entr rans er
acility ot ert ant at e3|gnated a

Issue [ check
Name

O cert|f|cates to:

(Please Print)
Address

'(Include Zip Code)
(See Substitute Form W-9 on reverse side)

(Tax IdentlPcation or Social Security Number)

[(ICredit Shares delivered hy book-entry
transfer and not purchased to the Book-
kI;nltry Transfer Facility account set forth
elow:

Check arppr%pnate box:
] epository Trust Company
Ol M|dwest Securities Trust Company
1 Pacific Securities Depository Trust
Company
[0 Philadelphia Depository Trust Company

(Account Number)

8PECIAL DELIVERY INSTRUCTH>NS
(So* instructions 1 and 7)

To be completed ONLY if c%rtmcates for
Shares not tendered or pot purc ase(fi apd/or
the check for tho purchase price of Shares
Purch%sed re o be sent to someone other

hen the undersi or to the undersigned at
an address otn rgthan tnats own a ovg

Mai! [ check I certificates to:

Name .
(Hum Print)

Address

(include Zip Coda)
(Sm Substitute Form W-9 on reverse side)

(Tex Identification or Social Security Number)
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81QN HERE
(Please Complata Substitute Form W-9 on Ravaraa 8lde)

(mmignatura(a) ¢l Ownar(a))

Dated 1987

(Must be 5|gned y registered holder(s) exactly as nameg) pear(sl) on
sto k certifi ate oro secu |t¥ osition listing or bg person(s). autho |zeg

ecome {Sq ers certificates and pcuments “transmjtte
ereW|t cImature es executors administrators, gufar 1ans,
attorneys-in-facy, agents, opcerso corporations or others %ct ng lduclar

or représentative capacity, please prowdet e capacity Inw ch person IS
acting. See Instruction 5.)
Name(s).
Print)
Capacity (full title).
Addresg-mmmmmmmmmmmeeeees
(Include Zip Coda)
Area Code and
Telephone Number_
gax_ I(ljesntific_atio“ or
ocial Security No.
4 (Complata Subatltuta Form W-9 on ravaraa)
Guarantee of Signature(
(It Roqu[rala gaa Inat?ucﬁona lar)d 5)

Name of Firm.
Authorized
Signature___

1987
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_ INSTRUCTIONS
Forming Part of tha Term* and Conditiona of tha Offer

1. Guarantee of Signatures. N0 signature guarantee on this Letter of Transmittal IS required If (I% this
Letter of Transmittal Is signed by the registered holder of the Shares (which term, for purposes of this
document, shall Include any participant In a Book-Entry Transfer Facility whose name appears on a security
position listing as the owner of Shares) tendered herewith, unless suchholder has completed either the box
entitled “SiJemaI Pasyment Instructions” or the box entitled "Special Delivery Instructions™ on the reverse
hereof or (Il) such Shares are tendered for the account of d member firm of a registered national securities
exchange, a member of the National Association of Securities Dealers, Inc. or d commercial bank or trust
company having an office or correspondent Inthe United States (an "Eligible Institution™). In all other cases,
all signatures on this Letter of Transmittal must be guaranteed by an Eligible Institution. ‘See Instruction 5.

2. Delivery of Letter of Transmittal and Certificates. This Letter of Transmittal is to be completed by
shareholders either if certificates are  be forwarded herewith or If tenders are to be made pursuant to the
;Froced_ures for delivery b}/ book-entry transfer set forth under "THE TENDER OFFER—Procedure for

end_erln%_Shares" In the Otfer to Purchase. Certificates for all physically tendered Shares, or any Book-Entry

Confirmation, as the case maz/ be, as well as a proper(ljy completed"and duly executed Letter of Transmittal (or
facsimile thereof) and any other documents required by this Letter of Transmittal, must be received by the
Deﬁosnary at one of Its addresses set forth herein prior to the Expiration Date S?S defined under "THE
TENDER OFFER—Terms of tha Offer" in the Offer to Purchase). Shareholders whose certificates are not
Immediately available or who cannot deliver their certificates and all other required documents to the
DeP_osnary prior to the Expiration Date may tender their Shares by properly completm% and du., executing the
Notice of Guaranteed Delivery pursuant to the %uaranteed delivery procedure set forth under "THE TENDER
OFFER—Procedure for Tendering Shares" in the Offer to Purchase. Pursuant to suchJJrocedure, él) such
tender must be made by or through an Eligible Instltutlon,_én) aproaerl completed and duly executed Notice
of Guaranteed Delivery, substantially Ir “the form provided by the Purchaser, must be received hy the
Depositary prior to the Exoiration Date and (III) the certificates for all physically tendered Shares or Book-
Entry Confirmation, as the case may be, together with a properly completed and dul¥ executed Letter of
Transmittal (or facsimile thereof) and any other documents required by this Letter of Transmittal, must be
received by the Depositary wit tin eight New York Stock Exchange trading days after the date of execution of
such Notice of Guaranteed Delivery, a!" as provided under "THE TENDER OFFER— Procedure for Tendering
Shares" In the Offer to Purchase.

The method of delivery of this Letter of Transmittal, the certificates for Shares and all other required
documents, including delivery through a Book-Entry Transfer Facility, is at the option and risk of the
tendering shareholder and the delivery will ba deemed made only when actually received by the
Deposﬂaryd dIf delivery is by mail, registered mail with return receipt requested, properly insured, is
recommended.

No alternative, conditional or contingent tenders will be accefgted and no fractional Shares will be
purchased. All tendering shareho'ders, by execution of this Letter of Transmittal (or facsimile thereof), waive
any right to receive any notice of the acceptance of their Shares for payment.

3. Inadequate Space. If the space provided herein Is Inadequate, the certificate numbers and/or the
number of Shares should be listed on a separate signed schedule attached hereto.

4. Partial Tenders. (Not applicable to shareholders who tender by book-entry transfer). If fewer than
all the Shares evidenced by any certificate submitted are to be tendered, fill In the number of Shares which are
to be tendered in the box entitled "Number of Shares Tendered". Insuch case, new certificate(s) for the
remainder of the Shares that were evidenced b%your old certificate(s) will be sent to you, unless otherwise
provided In the appropriate box on this Letter of Transmittal, as soon as practicable after the Expiration Date.
AtILSha_res _reé)_restegted by certificates delivered to the Depositary will be deemed to have been tendered unless
otherwise indicated.

5. Signatures on Letter of Transmittal, Stock Powers and Endorsements. If this Letter of Transmittal is
\sl\hgned by the re |stered_holder(s% of the Shares tendered hereby, the signature(s) must correspond exactly
h.ntthe nam e(s% as written on the face of the certificate/s) without alteration, enlargement or any change
v.hatsoever.



If any of the Shares tendered hereby are owned of -ecord by two or more joint owners, all such owners
must sign th'S Letter of Transmittal.

If any tendered Shares are reglsteVed In different names on several certificates, It will be necessary to
cor?_r%_lette, sign and submit as many separate Letters of Transmittal as there are different registrations of
certificates.

If this Letter of Transmittal or any certificates or stock powers are signed by a trustee, executor,
administrator, guardian, attorney-in-fact, agent, officer of a corporation or other person acting in a fiduciary or
representative capacity, such person should so indicate when signing, and proper evidence satisfactory to the
Purchaser of such person's authority so to act must be submitted.

When this Letter of Transmittal is signed by the registered owner(s) of the Shares listed and transmitted
hereby, no endorsements of ct. ‘ficates or separate stock powers are required unless payment or certificates
for Shares not tendered or purchased are to be issued to a person other than the registered owner(s).
Signatures on such certificates or stock powers must be guaranteed by an Eligible Institution.

If this Letter of Transmittal is signed by a person other than the registered owne_r%s) of the Shares listed,
the certificates must be endorsed or accompanied by appropriate stoc Eowers,_ In either case signed exactl
as the name or names of the registered owner or owners appear on the certificates. Signatures on suc
certificates or stock powers must be guaranteed by an Eligible Institution.

_ 6. Stock Transfer Taxes. Except as set forth in this Instruction 6, the Purchaser will pay or cause to be
paid any stock transfer taxes with resP]ect to the transfer and sale of purchased Shares to it or Its order
pursuant to the Offer. If payment of the purchase price is to be made to, or If certificates for Shares not
tendered or not purchased are to be issued in the name of, any person other than the registered holder, or if
tendered certificates are registered in the name of anK person other than the personés% signing this Letter of
Transmittal, the amount of any stock transfer taxes (whether imposed on the registered holder or such person)
payable on account of the transfer to such person will be doducted from the purchase price unless satisfactory
evidence of the payment of such taxes or exemption therefrom is submitted.

Except aa provided in this Instruction 6, it will not be necessary for transfer tax stamps to be affixed to
the certificates listed in this Letter of Transmittal.

1. Special Payment and Delivery Instructions. If a check and/or certificates for Shares not tendered or
not purchased arc to be issued in the name ol a person other than the signer of this Letter of Transmittal or if a
check is to be sent and/or such certificates are to be returned to someone other than the signer of this Letter of
Transmittal or to an address other than that shown above, the appropriate boxes on this Letter of Transmittal
should be completed. Shareholders tendering Shares bg book-entry transfer maY_ request that the Shares not
purchased be credited to the account maintained at a Book-Entry Transfer Faci |tg/ as such shareholder may
designate hereon. Ifno such instructions are ﬂwen,such Shares not purchased will be returned by crediting the

account at the Book-Entry Transfer Facility through which the tender was made.

8. Requests for Assistance or Additional Copies. Requests for assistance ma¥ be directed to or
additional copies of the Offer to Purchase and this Letter of Transmittal may be ob'ained from the Information
Agent or_the Dealer Managers at their respective addresses set forth below or from your broker, dealer,
commercial bank or trust company.

9. Substitute Form W-9. The tendering shareholder is required to provide the Depositary with a correct
Taxpayer Identification Number ("T_IN"% on Substitute Form W-9 which Is provided under "Important Tax
Information” below. Failure to provide the Information on the Substitute Form W-9 may subject the tenderin
shareholder to 20% federal income tax withholding on the payment of the ﬁurchase price. The hox InPart 3 0
the Substitute Form W-9 may be checked If the tendering ‘shareholder has not been Issued a TIN and has
applied for a number or intends to am)ly_fo_r anumber Inthe near future. Ifthe box In Part 3 is checked and the
Depositary Is not provided with a TIN within 60 days, the Depositary will withhold 20% on all payments of the
purchase price thereafter until a TIN is provided to the Depositary.



Important: ThI* Lattar of Transmittal (or a facsimile #hsraof), together with cartlflcatas or confirmation
of book-«ntry transfar and all othar required documanta, or ti<a Notlca of Guaranteed Delivery, must ba
received by tha Depos'.ary prior to tha Expiration Data.

(DO NOT WRITE IN SPACE BELOW)

k% Kk
suliidhred T Atk e o Corffel B
Delivery Prepared By CheckedBy Date

IMPORTANT TAX INFORMATION

Under federal Income tax law, a shareholder whose tendered Shares are accepted for payment Is required
to provide the Depositary with such shareholder's correct TIN on Substitute Form W-9" below. I such
shareholder is an Individual, the TIN Is his social security number. If the Depositary Is not provided with the
correct TIN, the shareholder may be subject to a $50 penalty Imposed by the Internal Revenue Service, In
addition, payments that are made to such shareholder with respect to Shares purchased pursuant to the Offer
may be subject to backup withholding.

Certain shareholders (Including, among others, all corporations and certain foreign individuals) a.0 not
subject to these backup withholding and reporting requirements. Inorder for a foreign Individual to qualify as
an éxempt recipient, that shareholder must submit a statement, signed under penalties of erjur}/, attesting to
that individual’s exempt status. The form for such statement may be obtained from the Depositary. See the
Ienclosed Guidelines for Certification of Taxpayer Identification Number on Substitute Form W-9 for additional
nstructions.

If backup Withholdi_nﬂ ai) lies, the Depositary is required to withhold 20% of sny payments made to the
shareholder.” Backup withholding Is not an additional tax. Rather, the tax liability of persons subject to backup
withholding will be reduced by the amount of tax withheld. If withholding results In an overpayment of taxes, a
refund may be obtained.

Purposs of Subatitute Form W-9

To prevent hackup Withholdin% on payments that are made to a shareholder with respect to Shares
purchased pursuant to the Offer, the shareéholder Is required to notify the Depositary of his correct TIN b
completing the form beiow certifying that the TIN provided on the Substitute Form W-9'Is correct (or that suc
shareholder Is awaiting a TIN).

What Number to Give the Depositary

The shareholder is required to give the Depositary the social security number or employer Identification
number of the record owner of the Shares. Ifthe Shares are In more than"ono name or are not In the name of
the actual owner, consult the enclosed Guidelines for Certification of Taxpayer Identification Number on
Substitute Form W-9 for additional guidelines on which number to report.

XZ|
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Name
SUBSTITUTE
fm. W-9 Address
Department of the Treasury EW|0>;chgef%efurFx number
Internal Revenue Service Pa i 51 rl‘g FIE mjjt'x_?ct tnoug hholdln nderthe \rIJrovI Ian
Payer'a e 0 Tax payer wde en%al%venu r\r}lce tah!éegyout al ol %rg%%hfongler} Sbject
ldén |fc | ber I\Y obacupvw

o %@g@;gwﬁwmwﬁ%ﬁwom "

SIGNATURE........ocevsessssssssssssssine DATE. Awaiting TIN. O
NOTE: FAILURE TO COMPLETE AND RETURN THIS FORM MAY RESULT IN BACKUP_WITHHOLDING_QOF
20% OF ANY PAYMENT8 MADE TO YQU PURSUANT TO THE OFFER. PLEASE REVIEW THE
ENCLOSED GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION NUMBER ON
BUESTITUTE FORM W-9 FOR ADDITIONAL DETAILS.
The Information Agent
D.F. KING & CO., INC.
One North LaStille Street 60 Broad Street 9841 Airport Boulevard
Chicago, lllinois 60602 New York, NY 10004 Los Angeles, CA 90045
(312) 236-5881 (Collect) (212) 269-5550 (Collect) (213) 215- 3860 (Collect)

Call Toll-Free 1-800-223-3604 Except in New York Call Toll-Free 1-800-522-5001.

The Dealer Managers

Goldman, Sachs & Co.
85 Broad Street
New York, New York 10004

Call Toll-Free 1-800-323-5678
Except In New York
Call Collect (212) 902-1000,



THE PRECEDING PAGES WERE TREATED AS
A UNIT IN THE ORIGINAL FILE,
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Offer To Purchase For Cash
Any end All of the Outstanding Shares of Common 8tock

of

The Standard Ol Company
at

$70 Net Per Share
'l
BP North America Inc.
an indirect wholly-owned subsidiary of

The British Petroleum Company p-.l.c.

ER AND WITHDRAWAL RIQHT8 WILL EXPIRE AT 12:00 MIDNIGHT,
TY Th'JE, ON TUESDAY, APRIL 28, 1987, UNLF88 EXTENDED.

THE OFFER 18 NOT CONDITIONED UPON
ANY ANIMUM NUMBER OF 8H/ tES BEING TENDERED.

April 1, 1087

To Brokers, Dealers, Commercal Banks,
Trust Companies and Other Nominees:

We have been aplpointed by BP North America Inc., a Delaware corporation (the "Purchaser")
and an Indirect wholly-o'vned "subsidiary of The British Petroleum Company p.l.c., a company
organized under the laws of England, to act as Dealer Managers In connection with Its offer to
;Furchase any and all of the outstanding shtres of Common 8tock, without par value ("Shares"), of
he Standard Oil Company, an Ohio corporation (the "Company” ), at a Frloe of $70 per Share, net
to the seller Incash, upon the terms and subject to the oondttlons set forth In the Offer to Purchase
arid the related Letter of Transmittal (which together constitute the "Offer”) enclosed herewith.

Enclosed are copies of each of the following documents:
1. Offer td Purchase dated April 1,1087.

2. Letter of Transmlttftl to tender Shares for P/our use and for the Information of your
clients. Facsimile copies of the Letter of Transmittal may be used to tender Shares.

3. Notice of Guaranteed Delivery.
ICO

NenYom Bosion Chicago Dallas Dehoii Hojston Los Angeles Memphis Miam. Philadelphia S: Louis San Fiancisec VVash.ngio' DC Lonoo- HongKc'.c lo>yo Zunc”



4. Letter to your clients (or whose account you hold Shares registered Inyour name or the
namhe off our nominee, with space provided (or obtaining such clients’ instructions with regard
to the Offer.

5. Guidelines of the Internal Revenue Service for certification of Taxpayer Identification
Number on Substitute Form W-9.

6. Return envelope addressed to The Chase Manhattan Bank, N.A., the Depositary.

~The Purchaser will not pay *ny fees or commissions to any broker or dealer or other person for
soliciting tenders of Shares pursuant to tho Offer. You will be reimbursed for customary mailing and
handling expenses incurred by you In forwarding any of the enclosed materials to your clients. The
Purchaser will pay or cause to be paid any transfer taxes payable on the transfer of Shares to It
excapt as otherwise provided In Instruction 6 of the enclosed Letter of Transmittal.

Your p{romgt action is requested. We urge you to contact your clients as é}_romptly as
f?ossmle. he Offer and withdrawal righta will expire at 12:00 Midnight, New York City time, on
uesday, April 28, 1987, unless extended.

In order to take advantage of the Offer, a duly executed and properly completed Letter of
Transmittal and any other required documents should be sent to the Depositary and certificates
representing the tendered Shares should be delivered, or such Shares should be tendered by hook-
%r#ry %ragsferh, all In accordance with the instructions set forth in the Letter of Transmittal and the

er to Purchase.

Ifholders of Shares wish to tender, but It Is impracticable for them to forward their certificates or
other required documents prior to the expiration of the Offer, a tender maFZ/ be effected by following
theguaranteed delivery procedures specified under "THE TENDER OFFER— Procedure for Tender-
ing Shares" In the Offer to Purchase.

Any Inquiries you may have with respect to tht Offer should be addressed to Goldman, Sachs &
Co. or fo D.F. King & Co., Inc. at their respective addresses and telephone numbers set forth on the
back cover page of the Offer to Purchase.

Additional copies of the above documents may be obtained from r.F. King & Co., Inc., the
Information Agent, at (212) 269-5550.

Very truly yours,

Goldman, Sachs & Co.

NOTHING CONTAINED HEREIN OR IN THE ENCLOSED DOCUMENTS SHALL CONSTITUTE
YOU OR ANY PERSON AS AN AGENT OF THE PURCHASER, ANY AFFILIATE OF THE PUR-
CHASER, THE INFORMATION AGENT, THE DEPOSITARY OR THE DEALER MANAGERS, OR
AUTHORIZE YOU OR ANY OTHER PERSON TO MAKE ANY STATEMENTS ON BEHALF OF ANY
OF THEM WITH RESPECT TO THE OFFER, EXCEPT FOR STATEMENTS EXPRESSLY MADE IN
THE OFFER TO PURCHASE OR THE LETTER OF TRANSMITTAL.
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ﬁer To Purchase For Cagh
Any and Al of the Qutstanding Shares of Common Stock

of

The Standard Oil Company
at
$70 Net Per Share

b
BP North Aymerica Inc.

an indirect whoiiy-owned subsidiary of

The British Petroleum Company p.I.c.
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The Offer is.not hein nor will tenders be accepted from or on behalf of holders of
Shares | nan!Ju |ct|on9nwﬁ|c% %emakm 0raccept ancethe(gf? woul@ %elncomphance
with the laws of any such jurisdiction,

Instructions with Respect to the Offer
to Purchase Shares of Common Stock of
The Standard Oil Conpany

The undeysigned acknowled your [ closm the. 0 ertoP ales

2\[ Common § %k, without H (13 i‘ rpgresj Hl d 01l éom I E% &orth
merica Inc., an Indirect wholly-owned subsidiary of The Br|t|s Peroleum omB ni €., and the
related specimen Letter of Transmittal,

Th|5W||||ns uct 0 otende the nyumber of Sha eslnd cated below held by you fo ccoun

éeun ?r5|%ne M? msanélsu bject to the con J Itions set F” hint W f Purchase
he Lefter o Transmﬁta

Number of Shares to be tendered
Shares*

Signature(a)

(Plan* print nama(a) and addraiatea) hare)

Dated: . 1987
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NOTICE OF GUARANTEED DELIVERY OF
SHARES OF COMMON STOCK OF
THE STANDARD OIL COMPANY
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Zip Cods

Sigmturs(s)

Name(s) of Record Holder(s):

Address(es):

1987

Area Code and Telephone Number.

Certificate Nos. (if available):

Dated:



IF BHARES WILL BE TENDERED BY BOOK-ENTRY TRANSFER:
ACCOUNE N0 at (check one):

01 The Depository Trust Company

O Midwest Securities Trust Company

00 Pacific Securities Depository Trust
Company

O Philadelphia Depository Trust Company

R

GUARANTEE
(Not to be used for 3|gna reguarantee)

eundeﬂg amemtferhrm ofar e%me Bnal Securities exch an e or.of the N?tmnal
Assoclation 0 cr| Ies Deagr Inc., or a tomm C|a a%k ortust com having an office of
res on antyw e (nited States, ga%rpr?sn ers é ownﬁ)
% Bre hereb¥ within the mea 'F 0 ue 34 ecu ange Act of
(bi regre ents that Fuch lendero hares com Ie WII Rule 1 f ?arintees
elver én Dposnar of certificate forShares nee ? mqroper 07 transter, or
|v%§ are sugnttothe rcdueforboo etrgtransg ) eDe 0S|tary's account at
0| r us ompany, h% M|éwe%t Securities Tryst ompan the Pacgnc Securities
eposnr rs Company or the |{a elphia ep05|to¥ rust ern In, et eh cas? W”Q
elivery of a p o(fl comgyle ted Fnd Uly £y CtJ Letfr Transmitt % orfacsdmﬂe ere”an
“ A gor{eq red documeénts, all within sight (8) New o Stock Exchange trading days atter the

(Firm)

(Authorized Signature)

(Name)

(Title)

(Addren)

Dated: 1987

(Area Coda and Telephone No.)

i 20
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GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION
NUMBER ON SUBSTITUTE FORM W-9

Guideline* for Determining the Proper Identification Number to Give the Payer.— Social Security number* have nine
digits separated by two hyphens: i.e. 000-00 0000. Employer identification numbers have nine digits separated by only
one hyphen: i.e. 00-0000000. The table below will help determine the number to give the payer.

, Give the Give the EMPLOYER
For this type of account; SOCLAL SFCURITY For tM» type of account: IDENTIFICATION
number of— number of—
1. Anindividual's account The individual e. Sole proprietorship account The Owner*
2. Two or more individuals (joint The actual owner 0. Avalid truat, aatale, or pension  Legal entity (Do
account) of the account or. trust not fumish ‘the
if combined funds, identifying number
any one of the of the personal
individuals' representative or
T trustee unless the
3. Husband and wife (joint account) Tha actual owner legal entity itself
of the account or. it not designated
if joint funds, in the account
either person title.)5
4. Custodian account of a minor. The minor* 10 Corporate account The Corporation
(Uniform Gift to Minors Act) e : o
o , 11 R'Jigious, charitable, or The oiganization
5. Adult and minor (joint account)  The aqulthor. |f|the educational organization accounl
minor is the only 1 . , -
i Partnership account held inthe  The partnership
ﬁqoi%r#lbutor, e name of the business
6 Account in the name of guardian  The ward, minor, 13. Association, club, or other tax-  The organization
or committee lor a designated  or incompetent exempt organization
ward, minor, or incompetent person* 14. A broker or registered nomineo  The broker or
person nominee
1. a The usual revocable savin[qs The grantor-1 15. Account wi.. the Department of  The public entity
trust account (grantor is also  trustee' Agriculture in the name ol a public
trustee) entity (such as a State or local

government, school district, or
prison) that receives agricultural
program payments

b So-called trust account that is  The actual owner!
not a legal or valid trust under
State law

'Lilt Irit trwf circle the name ol the period whole number you furnish.

*Circle the minor's nsms and lurmsh the minor's social sscurity number.

*Circle the werd's, minor's or incompetsnt parson's nsms an:) (umilh such person's socialsscurity number.
4show the name ot lhs owner.

*List Srst and circle the name ol ths Isgat trust, eststs, or pension trust.

Note: Hwo name ta circled when there is mors than one name, the number wilt be considered to be that ol the tret name bated.



GUIOEUNES FOR CERTIFICATION OF TAXPAYER IDENTIHCATION
NUVBER ON SUBSTITUTE FORM WB

PAGE 2

Obtaind'nﬁ;‘ * Number e .
It you do't have a taxpayer identification number or you don't
kniow your number, obtairi Form S$S-5, Application lor"a Social
Sacurity Number Card, or Form SS-4, Application lor
Employer Identification Number, ut the local office ol the
Social Security Administration or the Internal Revenue Service

end apply lor @ number.

Payees Exempt from Backup Withholding _

Payees specifically exempted from backup’ withholding on

ALL payments include the following-

* A corporation

« A financial institution.

* An organization exempt from tax under section 501(a), or

an individual retirement plan

The United Stales or any agency or instrumentality thereof.

A State, the District ol Columbia, a possession ol the

United SU/es, or any subdivision or ins'rumenlalily thereof.

* Aloraign government, a political subdivision ol a foreign
government, or any agency or instrumentality thereof.

¢ An international organization or any agency, OF
instrumentality thereof.

e Avregistered dealer in securities or commodities registered
inthe U.S or a possession ol the US.

« Avreal estate investment trust.

e A common trust fund operated by a bank under section
564(a).

e An exempt charitable remainder trust, or a non-exempt
trust described in section 4947(a)(1)

¢ An entity registered al all times under lhe Investment
Company Act of 1940.

» A foreign contral bank of issue

Payments ol dividends and patronage dividends not
generally subject to backup withholding include the following:
’ Pagments fo nonresident aliens subjéct to withholding

under section 1441
e Payments to partnerships not engaoed in a trade or

business in the U.S and which have at least or.e

nonresident pariner.

e Payments ot patronage dividends where the amount
received it not paid in money,

e Payments made by certain foreign organizations.

¢ Payments made to a nominee.

Payments ot mterect not generally subject to backup
withholding incluoe the following:

* Payments ot interest on obligations issued by individuals
Note: You may be subject to backup withholding il this
Interest is SSOO or more and is paid in Ihe course ol the
payer's Irede or business end you have not provided your
correct taxpayer identification number to the payer.

e Payments ol fax-exempt interest (including exempt interest
dividends undel section 652).

e Payments described in section 6049(b)(5) to nonresident
eliens.

e Payments on tax-lree covenant bonds under section 1451.

e Payments made by certain foreign organizations

¢ Payments made to a nominee.

Exempt payees described above should file Form W-9 lo
avoid possible erroneous backup withholding FILE THIS
FORM WITH THE PAYER. FURNISH YOUR TAXPAYER
IDENTIFICATION NUMBER. WRITE "EXEMPT" ON THE FACE
OF THE FORM. AND RETURN IT TO THE PAYER, IF THE
PAYMENTS ARE INTEREST, DIVIDENDS. OR PATRONAGE
DIVIDENDS. ALSO SIGN AND DATE THE FORM.

Certain payments other than interest, dividends, and
patronage dividends that are not subject to information
report'.ig are also not subiect to backup withholding For
details, see the regulations under sections 6041, 604tA(a).
6045, and 6050A.

Privacy Act Notice.—Section 6109 requires most recipients
ol dividend, interest, or other payments to give taxpayer
identification numbers to payers who must report the
paymants lo IRS. IRS uses the numbers lor identification
purposes Payers must be given (lie numbers whether or not
recipients are required to file tax returns Beginning January
1, 1984. payers must generally withhold 20% ol taxab'e
interest, dividend, and certain other payments lo a payee
who does not furnish a taxpayer identification number to a
payer. Certain penalties may also apply.

Penalties
(1) Penalty for Failure to Furnish Taxpayer Identification
Number.— Il you tail to (urnish your taxpayer identification

number to a payer, you are subject to a penalty ol S50 lor
each such failure unless your failure is due to reasonable
cause and not to willful neglect.
(2) Failure to Report Certain Dividend and Interest
Payments.—II you tail to include any portion ol an includible
payment tor interest, dividends, or patronage dividends in
gross income, such failure will be treated as being due to
negligence and will be subject to a penalty ol 5% on any
portion ol an under-payment attributable to that failure unless
there is clear and convincing evidence to the contrary.
(2) Civil Ponalty for False Information With Respect to
W ithholding —Il you make a talse statement with no
reasonable bas:s which results iri no imposition ol backup
withholding, you are subject to & penalty ot S500
(4) Criminal Penalty for Falsifying Information.—
Falsifying certifications or affirmations may subiect you to
criminal penalties including fines and/or imprisonment
FOR ADDITIONAL INFORMATION CONTACT YOUR TAX
CONSULTANT OR THE INTERNAL REVENUE SERVICE
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Adams k Rinehart, Inc.

708 Third Avenue

New York. New York 10017

212 557 0100 N ew s

FOR IMMEDIATE RELEASE

For: British Petroleum Company p.l.c. Contact: Jonathaé]

the |than
(212) 557-

[gzuf
0106/
BP TO TENDER FOR MINORITY SHARES

OF THE STANDARD OIL COMPANY

NEW YORK, March 26, 1987 — The British Petroleum Company p.l.c.
announced today that its wholly owned subsidiary, BP North America Inc.,
intends to make a tender offer for any and all of the outstanding shares of
common stock of The Standard Oil Company at US$70.00 per share in cash. The
BP group already owns approximately 55 percent of the common stock. BP said
it is intending to commence the offer no later than Wednesday, April 1, 1987.

Approval of Bp's shareholders will be required, and will be included among
the detailed conditions to the offer which will be set out in full in the Offer to
Purchase. The offer will not, however, be conditioned upon any minimum
number of shares being tendered.

Following completion of the offer, BP intends to effect a merger of a wholly
owned subsidiary into Standard Oil whereby any remaining public shareholders
will receive US$70.00 per share.

BP said that Standard will remain headquartered in Cleveland, Ohio, which
will also become the corporate headquarters of BP's US operations. There are no
current plans to replace the company's management personnel and BP expects
that few redundancies will arise in Standard's operating subsidiaries or corporate
headquarters as a result of the transaction.

- more -
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BP said the US$70.00 per share offer price was based on its own valuations
of Standard as well as those of its financial advisors, Goldman, Sachs & Co. The
valuations included reviews of both public and non-public information about
Standard; discounted cash flow analyses of Standard's reserves, including its
probable reserves, and analysis of undeveloped acreage; discounted cash flow
analyses and market valuations for Standard's non-exploration and production
assets; and analyses of Standard's current and historic stock prices and
comparisons with those of similar companies. BP said that both it and Goldman
Sachs concluded that Standard's shares have been more than fully valued by the
market in recent weeks.

BP Chairman Sir Peter Walters said: "BP's investment in Standard
represents its largest single asset, and full ownership of Standard would enable
decisions on our investments and operations to be made without limitations that
may arise out of the existence of a minority interest. We also believe the
acquisition of the minority shares of Standard represents the optimum use of
BP's own financial resources.

"BP feels confident in making the acquisition decision now because it
considers that oil prices are likely to remain within price ranges sufficient to
justify making the investment. In addition, as a result of the management
changes made in 1986 and the subsequent operations of Standard, BP feels
confident that Standard can operate successfully, even in a lower oil price
environment. Furthermore, the strength of BP's financial position facilitates the
financing of the offer."

Sir Peter also said that BP wants to consolidate its presence in the US
focusing its activities in each business segment, especially oil and gas
exploration and production.

- more -
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The total cash payable under the offer, if accepted in full, will be some
US$7.4 billion. Approximately one third of the total offer consideration will be
met from the BP group's own cash resources. The balance will be met by new
borrowings, partly from z number of commercial banks under a four-year
committed revolving credit facility and partly under a new US Dollar
commercial paper programme backed up by the revolving credit facility. BP is
in the course of arranging these facilities.

Standard Oil is an integrated US petroleum company with interests in coal,
metals mining, chemicals and other industrial businesses. The Cleveland-based
company is a major producer of oil on the Aiaskan North Slope.

Net assets of Standard Oil at December 31, 1986, as shown by its balance
sheet as at that date and prepared in accordance with US generally accepted
accounting principles, were US$7,020 million. In the year to December 31, 1986,
Standard Oil reported a loss before tax and extraordinary item of US$608
million, after deduction of unusual items of US$1,079 million.

The tender offer and withdrawal rights will expire 20 business days from
commencement, unless extended. Goldman, Sachs & Co. will act as dealer
managers for the tender offer.

#HHH
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BP COMMENCES CASH TENDER OFFER FOR ANY AND ALL
STANDARD OIL SHARES AT $70.00 PER SHARE

LONDON, April 1, 1987 — The British Petroleum Company p.l.c. announced
that its wholly owned subsidiary, BP North America Inc. (BPNA), has commenced
today its previously announced tender offer for any and all outstanding shares of
common stock of The Standard Oil Company at US$70 per share in cash. The BP
group already owns approximately 55 percent of Standard Oil's common stock.

Approval of BP's shareholders will be required and will be sought at a
special meeting of shareholders scheduled for April 22, 1987. The offer is not
conditioned upon any minimum number of shares being tendered.

The offer and withdrawal rights will expire at 12:00 midnight, New York
City time, on Tuesday, April 28, 1987, unless extended.

Following completion of the offer, BFNA intends to effect a merger of a
wholly owned subsidiary into Standard Qil whereby any remaining public
shareholders will receive US$70 per share.

Goldman, Sachs & Co. are acting as dealer managers for the tender offer.
The information agent is D.F. King & Co., Inc. BPNA said that defir. /e
offering materials are being filed with the Securities and Exchange Commission
today and will be mailed to Standard Oil shareholders promptly.

H#HH#
[4714d]

148






BP INTERNATIONAL LIMITED
Britannic House

Moor Lans

London, England EC2Y9BU

and

BP NORTH AMERICA, INC.
650 Pifth Avenue
Now York, New York

and

ROBERT B. HORTON

200 Standard Oil Bldg.
ft Public Square

Cleveland, Ohio 44114

an?

E. JOHN P. BROKNE

200 Standard Oil Bldg.
ft Public Square

Cleveland, Ohio 44114

and

J. COLIN WEBSTER

200 Standard Oil Bldg.
f Public Square

Cleveland, Ohio 44114

and

BASIL R. R. BUTLER

200 Standard Oil Bldg.
1t Public Square

Cleveland, Ohio 44114

and

IAN G. S. HARTIGAN

200 Standard Oil Bldg.
& Public Square

Cleveland, Ohio 44114

and

KENNETH R. KEEP

200 Standard Oil Bldg.
ft Public Square

Cleveland, Ohio 44114



and

FRANK E. MOSIER

200 Standard Oil Bldg.-
6 Public Square

Cleveland, Ohio 44114

and

RICHARD A. BRAY

200 Standard Oil Bldg.
6 Public Squara

Cleveland, Ohio 44114

NAY A/ NA NA NAAANNS

Defendants,

Now coma the plaintiffs, and for their Complaint against
defendants, states tha following upon information and belief,
except, as to paragraph 1 which is alleged upon knowledge!

1. Plaintiffs John and Marjorie Moore, Louis H. Goldman and
David Crobow are each the owner of the common stock of defendant
The Standard Oil Company (*'Standard Oil'") and have held 3aid
common stock since prior to the announcement of the proposed
tender-offar/freeza-out transaction described herein.

2, Defendant Standard Oil is an Ohio corporation with its
principal place of business in Cleveland, Ohio. Standard Oil 1is
engaged in all phases of tha petroleum business, primarily in the
United States, including the exploration for and production of
crude oil and natural gas and the transportation, refining and
marketing of crude oil and petroleum products. In addition (as a
result of Standard Oil"s purchase, in 1981, of Kennecott Corp.),
Standard Oil is a major producer and marketer of copper, gold,

silver and coal, and a leading supplier of refractories, copper,
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brass/ mill products and process systems and equipment. Standard
Oil also manufactures and markets certain chemical products and
products produced frcra ilmenite (an ore used to produce products
for the pigment industry).

3. Standard Oil"s oil and gas reserves and production
facilities are located primarily in Alaska, Texas, Oklahoma,
Louisiana and the Gulf of Mexico; its principal coal reserves and
mines are located in lllinois, Indiana, Kentucky, Pennsylvania
and West Virginia; and ita)ilmenite mine and processing facili—
ties are located iIn Quebec, Canada, Standard Oil also has iInter-
ests in oil shale and tar sands properties located in Colorado
and Utah.

4. Standard Oil"s most Important assets are its petroleum
reserves and exploration properties, which are located chiefly in
Alaska and the Gulf Coast region, and its petroleum refining and
marketing facilities. Standard Oil produces approximately one
fifth of this country®s oil output. As of the end of Standard
Oil"s most recent fiscal year, December 31, 1986, Standard Oil
had reserves in approximately the following amountst petroleum
liquids, 2.41 billion barrels; and natural gas, 7.30 trillion
cubic feet. Standard Oil also had reserves of 7.06 billion tons
of coal; 100 million troy ounces of silver; 10.4 million troy
ounces of gold; and 7.3 million tons of copper. These reserves
have generated strong cash flow. For example, on or about Janu-
ary 22, 1987 defendants announced that Standard Oil would contin-
ue its quarterly dividend ni $.70 per share, and retire debt

early, citing strong cash flow from operations.
247
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5. Standard Oil has the equivalent of approximately 239
million shares of common stock outstanding. Standard Oil*s
common stock is traded on the New York tnd Midwest Stock Exchang-
es and, as of February 28, 198S, was held by approximately 55,760
shareholders of record. Approximately 130,160,000 shares of
Standard Oil"s common stock, or 55% of all such shares, are owned
by defendant The British Petroleum Company p.l.e., through its
wholly owned subsidiary, defendant BP International Limited.

6 . Defendant the British Petroleum Company p.l.e. is a
corporation organized under the laws of England. The British
Petroleum Company and it3 subsidiaries (including its subsidi-
aries, defendants EP North America, Inc. and BP International
Limited, collectively referred to hereinafter as "BP'"), is the
largest industrial concern in the United Kingdom, the second
largest in Europe, and the fifth largest in the non-communist
world. For the year ended December 31, 1905, (the most recent
year for which BP has published audited financial results), BP
had revenues of more than 59 billion dollars and profits of more
than 2.3 billion dollars. In 1970, BP acquired 1,000 shares of
Special Stock of Standard Oil, each such share equivalent to
125,840 shares of Standard Oil"s common stock. BP also owns
4,320,000 shares of Standard Oil’s common stock. As a result of
BP"s ownership of a majority of Standard Oil®s voting shares (as

well as BP"s other relationships with Standard Oil), BP controls
Standard Oil.

238



7. Defendant Robert B. Horton ('Horton'™) 1is Chairman of the
Board and Chief Executive Officer of Standard Oil. In February,
1986, BP ousted Standard Oil"s former Chairman andChief Execu-
tive Officer, Alton W, whitehouse, and installed Horton iIn those
positions. Prior to February, 1986, Horton was a Managing Direc-
tor of BP, in charge of BP"s corporate finance and planning and
its operations iIn the Western Hemisphere.

8 . Defendant E. John P. Browne (‘'Browne') 1is Executive Vice
President, Chief Financial Officer and a director of Standard
Oil. In February, 1986, BP installed Browne in the position of
Standard Oil"s Executive Vice President and Chief Financial
Officer? 1in April, 1986 BP placed him on Standard Oil"s Board.
Prior to February, 1986, Browne was Group Treasurer of BP and
Chief Executive of BP Finance International.

9. Defendant J. Colin Webster ("Webster'™) 1is Executive Vice
President and a director of Standard Oil. In 1985, BP placed him
on Standard Oil’s Board? in February, 1986, BP installed Webster
as Executive Vice President of Standard Oil. Prior to February,
1986, Webster was President of BP North America, in July, 1986,
Barron®s reported with regard to defendants Horton, Browne and
Webster? "All three have formally left BP, but few people doubt
that Standard Oil is being seen as their proving ground. Turn
Standard Oil around, and plum jobs await them back at Britannic
House [BP"s headquarters) should they wish to retu.:n."

10. Defendant Basil [.I. Butler (“"Butler'™) is a Managing

Director of BP and Chairman of BP Exploration Company Limited and
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of BP Ga* International Limited. BP placed Butler on the Board
of Standard Oil in April, 1986.

11. Defendant lan G.S. Hartigan ('Hartigan'’) ia President
of BP North America, a position he has held since April, 1986.
Prior to then, ha was Managing Director of BP Shipping. Also in
April, 1986, BP installed Hartigan on the Board of Standard Oil.

12. Defendant Kenneth R. Keep ('Keep'") 1is Technical
Director of BP Exploration. BP installed him on the Board of
Standard Oil in April 1986.

13. Defendant Frank E. Mosier ('Mosier'™) 1is President and
Chief Operating Officer of Standard Oil. In February, 1986, BP
ousted tha former President and Chief Operating Officer of Stan-
dard Oil, John R. Miller, and installed Mosier iIn those posi-
tions. Mosier is a director of Standard Oil (since 1980),
Mosier joined Standard Oil in 1953.

14. Defendant Richard A. Bray ('Bray'’) 1is Executive Vice
President of Standard Oil and a director (since January, 1985).
He joined Standard Oil in 1982. Prior to then, he was Managing
Director of an oil exploration company in the United Kingdom.

15. The individual defendants constitute a majority of
Standard Oil"s directors. By reason of defendants®™ stock owner-
ship and/or their positions with Standard Oil, defendants occupy
a fiduciary relationship with the plaintiff and other public
stockholders of Standard Oil and owe the plaintiff and the other

members of the Class the highest obligations of good faith and

fair dealing.



Class Action Allegations

16. Plaintiffs bring this action on their own behalf and as
a class action, pursuant to Rule 23 of the Ohio Rules of Civil
Procedure, on behalf of all common stockholders of Standard Oil
(except the defendants herein and the members of the iImmediate
families of the individual defendants), and their successors in
interest, who are or will_be threatened with the deprivation of
their equity interest iIn Standard Oil by reason of tha proposed
elimination-of the public stockholders of Standard Oil through
the transactions hereinafter described.

17. This action is properly maintainable as a class action
for the following reasons?

(@ The class of stockholders for whose benefit this
action is brought is so numerous that joinder of all class mem-
bers is impracticable. As of October 31, 1286, there were ap-
proximately 109 million common shares of Standard Oil outstand-
ing (other than those owned by BP), owned by approximately 56,000
shareholders of record. Members of the class are scattered
throughout the United States.

(b) Thera are questions of law and fact which are
common to members of the class and which predominate over any

questions affecting any Individual members. The common questions

include, inter alia, the following?

@ whether the defendants have engaged i

and scheme to defraud the members of the class;
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(i) whether the defendants have engaged in
and schema to unlawfully "freeee-out” the public stockholders of
Standard Oil;

dadD) whether the proposed tender offer/free2e
is so grossly unfair to the public stockholders of Standard Oil
as to constitute a fraud upon them;

(v) whether defendants have failed to discl
potential and expected positive future financial benefits to
Standard Oil in order to depress the market price for Standard
Oil to enable defendants to take Standard Oil private at a fraud-
ulently low an™ unfair price;

() whether defendants have breached their
fiduciary and the other common law duties owed by them to plain-
tiff and the members of the class; and

(vi) whether defendants are pursuing a course of
business designated to eliminate the public shareholders of
Standard Oil in violation of the laws of the State of Ohio.

© The claims of the plaintiffs are typical of the
claims of the members of the class, and plaintiffs will fairly
and adequately protect the interests of the class. Plaintiffs
have retained attorneys who are thoroughly experienced in share-
holder litigation.
id) X class action is superior to other available
methods for the fair and efficient adjudication of the claims
which are asserted, and no unusual difficulties are likely to be

encountered iIn the management of this class action. The likeli-
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hood of the individual class members prosecuting separate claims

is remote.

Cause of Action Against All Defendants

18. By virtue of the acts and conduct alleged herein, the
defendants have carried out a preconceived plan and scheme to
eliminate the public common stockholders of Standard Oil and
wrongfully to permit defendants to appropriate the benefit of the
ownership of Standard Oil, including its potential and continuing
growth and profitability, while at the same time the public
common stockholders of Standard Oil would be wrongfully deprived
of their investment in Standard Oil and all of its present and
continuing profitability and growth and would receive in return
for their investment grossly inadequate consideration.

19. The sole and primary objective of that plan and scheme
iIs to permit defendants to acquire the equity ownership of Stan-
dard Oil for a fraudulently low and unfair price. The plan and
scheme constitutes an improper and unlawful attempt by defendants
to freeze-out the public stockholders of Standard Oil.

20. In furtherance of this plan and scheme, on or about
February 24, 1986, BP announced that it had peremptorily ousted
Standard Oil’s former Chairman of the Board and Chief Executive
Officer and former President and Chief Operating Officer, and
had installed its own handpicked officers, the individual defen-
dants, as the management of Standard Oil. At the same time, BP

"packed™ the Board of Directors of Standard Oil so that, for the



first time# a majority of the Standard Oil Board consisted of
executives appointed by BP. By. those acts, BP made clear that it
intended to operate Standard Oil for its own benefit, and that
anyone who challenged BP’s domination and control of Standard Oil
would be instantly dismissed.

21. Pursuant to tha plan and scheme of the defendants, on
or about March 26, 1986, defendant BP announced a proposal to
acquire the approximately 431 of Standard Oil"s common stock that
was not already owned by it. Under said plan, the common stock-
holders of Standard Oil would receive only Seventy Dollars
($70.00) per share.

22. Defendants®™ plan and scheme is an attempt to force out
the public common stockholders of Standard Oil at a price which
is far less than the common stock is worth, for the sole purpose
of enriching the defendants. The Seventy Dollars ($70.00) per
share price proposed to be paid to the public stockholders is so
grossly inadequate and unfair as to constitute a fraud upon the
shareholders of Standard Oil. The intrinsic value of the stock
of Standard Oil is materially in excess of Seventy Dollars
($70.00) per share, giving due consideration to its assets, its
growth and profitability, the underlying strength of its busi-
ness, its earnings and earnings power, present and projected.

The proposed price of Seventy Dollars ($70.00) per share is a
fraudulent and unfair effort by the defendants to take advantag®
of current market conditions with respect to Standard Oil and -

deprive plaintiffs and the members of the public of the benefits



which defendants expect to obtain from the projected growth of

Standard Oil"s earnings.

23. The proposed tender’offer/freeze-out price of Seventy
Dollars ($70.00) per share is not the result of arm"s-length
negotiations and was not bas*d upon any independent appraisal of
the current value of Standard Oil"s shares/ assets, or business,
but was fixed arbitrarily by the defendants themselves as part of
their plan to obtain ownership of Standard Oil"s assets and
businesses.at the lowest possible price and to obtain for them-
selves benefits disproportionate with those to be received by the
public shareholders, which facts were not disclosed.

24. In proposing the freeze-out of Standard Oil"s minority
shareholders, defendants are seeking to appropriate for their own
benefit, to the detriment of Standard Oil"s public shareholders,
Standard Oil"s extraordinary potential for profitability and
growth. For example«

(@ Defendants have timed the tender offer/freeze out
to take advantage of the imminent surge in oil prices and recov-
ery in the oil industry. Accordingly, securities analysts have
estimated mean earnings per share for standard oil of $3.63 per
share in 1987 and $4.79 in 1988, compared to a loss of $1.32 per
share iIn 1986 and earnings of only $1.31 per share in 1983.

() Standard Oil has taken action in 1986 "'to
reposition the company so that it will perform well iIn an envi-
ronment of low and volatile or due oil prices, based on the

assumption that prices will average $15 per barrel Mreal terms



for the next few years.” 1986 Standard Oil Annual Report. In
fact/ the price for crude oil on the spot market is already
substantially in excess of $15 per barrel# closing on the New
<York Mercantile Exchange on March 25# 1987 at a price of $18.71
per barrel. Based on Standard Oil"s current production levels#
that increase in oil prices will increase standard Oil"s revenues
and income by a material amount.

© Only last year# Standard Oil"s former Chief
Executive Officer (Who defendants ousted) represented to Standard
Oil"s shareholders!

Sohio Goal 1is Long-Term Value

* * *

Standard Oil"s ability to croate a
competitive advantage is made easier by these
factors:

Financial stability is provided by
cash flow generated by our large domestic
hydrocarbon base.

Investment Emphasis Shifts

We have come a long way toward creating
& strong, iIntegrated energy company that 1is
well positioned for the future.

When Prudhoe Bay (Alaska reserves) was
brought on stream, Standard Oil"s business
was small and narrow. Since then, we have
made substantial investments in oil and gas
exploration# ccal reserves# metals mining#
chemicals and most recently# petroleum refin-
ing and marketing.

Our malor positioning investments are behind
us, ., .the major role of our Investments now
ill be...on translating our non-income prc-
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ducing assets — such as idle coal reserves
and undeveloped exploration acreage — into
Income producing assets.

We have witnessed large oil companies
being acquired by other large companies/ at
prices well iIn excess of the previously
prevailing stock market valuation....

These actions imply that the acquiring
companies, while paying a premium over the
stock market valuations, believe they are~
acquiring reserves and other assets cheaper
and with less risk than they could by explo-
ration and direct investment.

*oX B

Reserves Increased

In 1984, we announced three production
development projects in Alaska — the
endicott field, the Lisburne pool of the
Prudhoe Bay field, and the Prudhoe Bay Misci-
ble Gas Project.

In total, those three projects added 310
million barrels to our proved reserves. As a
result [Standard Oil"s] reserves at year-end
1984 exceeded those at year-end 1983 and 1982
as well (emphasis added and in the original).

(@ Then, shortly before his dismissal, he similarly
represented to Standard Oil"s shareholders»

In Alaska, our major oil and gas
production projectn are ahead of schedule and
under budget. Also, the production plataau
or the Prudhoe Bay field was extended into
1988 by continued development efforts.

We accelerated our evaluation of the
substantial portfolio of exploration acreage
acquired since 1981, particularly in Lower 48
States prospects.

In the Gulf of Mexico, we made

significant discoveries on East Breaks Block
165 and Ewing Bank Block 826, and we have
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commenced construction of a production plat-
form for the East Breaks discovery.

On tha international front, where there

iIs the opportunity to be exposed to sizable

investment opportunities at higher rates of

return, we acquired a three-ralllion-acre

concession offshore Qatar and entered into a

Canadian exploration joint venture.

_In refining and marketing, thenewly

acquired Gulf Oml Corporation properties

contributed importantly to that business”s

improved income (emphasis added).

(e) Worldwide economic and political conditions at the
present time have resulted in the recognition of the value of oil
and gas reserves in the United States, coupled withindustry
recognition that long tarm oil and gas priceswill substantially
increase. For example, BP"s Chairman, Sir Peter Walters was
quoted in July 1986 as stating that, '"The lower the oil price
goes now, the more likely it is to bounce back in the 1990°s."
Xiao, iIn July, 1986, Sir Peter Walters admitted that BP was
"always looking at it [the publicly held portion of Standard
Oil."" He conceded then: "Although it may be cheaper to make tha
bid now, cheap is not cheap if It is not iIn the right shape.
Better to pay higher prices for more valuable objects when you“re
sure of the value* (emphasis added).

() During 1986, standard Oil recently announced that
it was disposing, modernizing and writing off certain assets,
including portions of Kennecott"s mining and metals business it
acquired in 1981. Since their acquisition by Standard Oil, those

operations have consistently been unprofitable. Disposition and



modernization of these assets and associated tax benefits will
not only provide defendants with substantial funds to pay for the
freeze-out of Standard Oil"s public shareholders, but also will
very materially increase Standard Oil"s cash flow and profitabil-
ity. Standard Oil stated that it expected this program to pro-
vide more than $500 million of net cash inflows and provide
additional income in future years. BP has conceded that, al-
though *"(t]he immediate result (of these changes] is very large
write-offs in copper and coal mining, oil and gas exploration and
stiff redundancy payments (, i]n the long run, of course, Stan-
dard Oil will be operating from a strorger baso (emphasis add-
ed)."

(@ The proposed tender offer/freeze-out of Seventy
Dollars ($70.00) for each share of Standard Oil stock translates
into a total value of approximately $7.4 billion assigned by 3P
to all of Standard Oil"s reserves, undeveloped acreage, refining
and marketing operations and other businesses, less Standard
Oil"s debt. Based upon evaluations of oil and gas reserves by
recognized appraisers and geologists and prices paid and offered
in other recant acquisitions and mergers in the oil industry,
the true value of Standard Oil"s net assets is substantially in

excess of the Seventy Dollars ($70.00) tender offer/freeze-out

price.

() The price of Seventy Dollars ($70.00) per share
represents a discount from the true net asset value of Standard

Oil far exceeding the discount iIn comparable transactions, in-
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eluding the acquisition price offered by Texaco, Inc, for the
Getty OilCompany, and the damages recently awarded to Penn2oil,
Inc., forthe loss of Getty'3 oil reserves.

(1) Standard Oil recently purchased from Gulf Oil
Corp. a refinery iIn Louisiana with a capacity of 200,000 barrels
per day, for a price of approximately $583 million (including
$268 million of iInventories), at a time when refining and market-
Ing margins were recovering dramatically, so that, for the year
ended December 31, 1985, Standard Oil"s refining and marketing
earnings increased more than 1001, to $424 million. In July,
1986, Barronls reported that Standard Oil"s "downstream opera-
tions are among the moat profitable of any oil major, and (Sir
Peter] Walters describes the recent $613 million purchase of Gulf
Oil"s refining and marketing operations in the Southeast as "a
super buy®."

() Standard Oil recently eliminated approximately
1,300 staff positions, which will enable Standard Oil to enjoy
dramatic future cost savings.

() In preparation for this unlawful and grossly
unfair ttnder offer/freeze out, management of Standard Oil, which
are controlled by B.P., implemented a plan to effectuate early
retirement of $1.3 billion of debt associated with nine separate
debt issues through early redemption, tender offers and purchase
in the open market. The early retirement of certain of the high-
coupon debt will produce a substantial pra-tax interest savings

to Standard oil.
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25. Although defendants are now sure that Standard Oil, its
assets and its business/ are extremely valuable, they are at-
tempting to violate their own admonition to pay "higher prices"”
for that business and those assets.

26. Prior to announcing the proposed freeze-out, defendants
did not (@) undertake an adequate evaluation of Standard Gil"s
worth as potential merger or acquisition candidate or take ade-
quate steps to enhance Standard Oil"s value or attractiveness as
a merger or acquisition candidate; (ii) effectively attempt to
dispose of Standard Oil"s assets; (iii) act so that the Interests
of the public security holders were protected.

27. The marketplace has already determined that the Seventy
Dollars ($70.00) per share is unfair. Within several hours of
the announcement of the tender offer/freeze out on March 26,
Standard oil stock was trading at Seventy-Two Dollars ($72.00) on
the New York Stock Exchange. Additionally, BP stock has also
risen $2.6125 within hours of the announcement, as the market-
place has recognized the synergistic value of the combination of
the companies.

28. The tender offer/freeze-out serves no legitimate busi-
ness purpose-of Standard Oil, and iIs an attempt by the defendants
to aggrandize their own interests and finances at the expense and
to the detriment of the public stockholders of standard Oil.

The proposed freeze-out will deny class members their right to
share proportionately iIn the true value of Standard Oil"s valu-

able assets, profitable businesses, and future growth in profits,
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earnings* and profitable businesses, while usurping the same for
the benefit of the defendants at a fraudulently unfair and inade-
quate price. Because defendants control the business and corpo-
rate affairs of Standard Oil (and because they are iIn possession
of corporate information concerning Standard Oil"s assets, busi-
nesses, and future financial prospects), the knowledge and eco-
nomic power between defendants and the common stockholders of
Standard Oil is unequal which makes it grossly and inherently
unfair for the defendants to obtain ownership of Standard Oil"s
assets from the public security holders at the unfair and inade-
quate price which defendants (and those acting iIn concert with
them) have set.

29. Moreover, defendants have timed the announcement of the
proposed tender offer/freeze-out transaction to take unfair
advantage of foreign currency fluctuations and adjustments,
which, at present, provide defendants with an unfair, short-term
advantage,

30. In addition, Standard Oil"s business is especially
valuable to BP because, (@) Standard Oil"s large domestic re-
serves provide BP with the assurance of a steady flow of [petro-
leum products necessary to supply BP®s huge refining capacity;
and (b) pursuant to BP"s accountlnc policies, BP can reduce
Standard Oil"s deferred taxatior, charge to a restricted liability
basis and increases the value of Standard Oil"* iInventory to an

amount calculated using a Ffirst-in, Ffirst-out method.
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3l. As a result of the foregoing# defendants herein have
willfully participated in the perpetuation of a fraud upon the
members cf the class and have engaged in# knowingly and substan-
tially assisted in# and aided and “abetted each other iIn a breach
of their fiduciary duty to the class.

32. The plaintiffs and the other class members are
imminently threatened by the acts and transactions complained of
herein# which If effectuated# would cause irreparable injury to
them.

33. The plaintiffs and members of the class have no

adequate remedy at law.

WHEREFORE, the plaintiffs demand Judgment# as follows:

A. Enjoining, preliminarily and permanently# the
consummation of the proposed transaction and freeze-out of the
class members and their equity interest in Standard Oil;

B. In the event that the proposed acquisition of Standard
Oil is consummated# resciéding it and setting it aside;

C. Requiring that the defendants account to the plaintiffs
and other class members for all damages# including rescissory
damages, and- injuries sustained by the class as a result of the
acts and transactions complained of herein;

D. Awarding to plaintiffs the costs and disbursements of
this action# including a reasonable allowance for the fees and

expenses of their attorneys, experts and accountants; and
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E. Granting such other and further relief aa may be just

and proper in tha premises.

ARTER 6 HADDEN

m "jL"Lae
Stanley (M. Fisher, Esq.
Mark F. McCarthy, Esq.
1100 Huntington Building
Cleveland, Ohio 44115
(216) 696-1100

and

WOLF POPPER ROSS WOLF i JONES

By P.
Stephen D. Oestreich, "Esg. V
Jeffrey H. Squire, Esq.
845 Third Avenue
New York, New York 10022
(212) 759-4600

and

LOWEY, DANNENBEAG & KNAPP,
P.C.

747 Tha..d Avenue
New York, New York 10017
(212 759-1504

ABBEY # ELLIS

Arthur Abbey, <l ooy
212 East 39th Street

New York, New York 10017
(212) 889-3700

Attorneys for Plaintiffs
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Statementof Income

Milliuns of Dollars. Except Per-Share Amounts-Year Ended December 31

Aevenues
Sales and operating revenue
Excise taxes

Cost*and Expenses

Costs of products sold and operating expenses

Taxes other than income taxes

Depreciation, depletion and amortization

Oil'and gas exploration expenses, including amortization cfunproved properties
Selling, general and administrative expenses

Unusual items (Note B)

Income (Lati| Before Interest, Income Taxes and Extraordinary Hem

Interest expense
Interest income

Inceme (Lass) Before Income Taxesand Extraordinary Hem
Income taxes (Note G)

Income (Less) Before Extraordinary Item
Extraordinary item -loss on extinguishment of debt, netofincome taxes (Note F)

NetInceme (Less)

PerShore of Common Stock

Income (loss) before extraordinary item
Extraordinary item

Net incom-* (loss!

Cash dividends
Average NumberofCommon and EquivalentShares Outstanding (millions)

Statement of Retained Earnings

Balance at beginning of year
Net income (loss)
Cash dividends

Common

Special

Balance at end of year

The Notes In financial Statements are an integral pan of these statements.

1986

$ 9.219
803

10.022

4.903
1.368
1.158

w ;WL WD P
—
(3]

S 7.628
(345)

(305)
(352)

S 6.626

The Standard Oil Company

1985

$13.002
816

13.818

6,156
1.817
927
1,101
943
1.699

12.643

1.175
(396)
97

876
(568)

308

S 308

S 131

S 131
S 2.80
235

S 1.977
308

(305)
(352)

S 7.628

1984

S11.692
559

12.251

5.406
1.579
796
704
728
90

9.303

S 7.128
1438

(306)
1333)

S 7.977



Balance Sheet

Millions o( Dollars- December 31

Asseh

Crwml>snh

Cash,including time deposits of S6and $37

Marketable securities at cost, which approximates market
Accounts receivable, less allowances oi $20 and §17
Refundable Federal income taxes

Inventories (currentcost-$1,429 and $2,247)

Net investment in operations to be divested

Prepaid expenses and deferred charges

Pro~ifrty, Mon* and Iqwipmon*

Petroleum
Exploration and production (successful efforts accounting method)
ReGning and markeGng

Coal

Metals mining

Chemicals

QIT

Other businesses

Corporate and other

Less accumulated depreciation, depletion and amortization

OHurNMKurrwri Audi

Investments in unconsolidated affiliates
Receivables

Prepaid expenses and deferred charges

1986

$ 138
215

861

171
1,200
127

83

3,455

13.733
2,130
501
1,396
468
279
290
454

19,251
7,434

11,817

218
333
132

683
$15,955

267

1985

$ 120
235
1,611

1,437

92
3,495

13,502
1,998
962
2,114
461
219
420
460

20,136
7,001

13,135

291
390
197

878
$17,508



Millions of Dollars-December 31

ttofcg fflf <mdS gqwfry
Cwro»n# U«WIM4m

Notes payable

Current maturities of long-term obligations
Accounts payable

Accrued income and other taxes

Accrued interest

Other

Ung-Tana ofao{|«tims and Accruals
Long-term debt

Capital lease obligations

Accruals and reserves

Pstawa” likmm Tixm

Capital stock

Common-S1.25 stated value, 300 million shares authorized,
shares issued-122.498,893 and 122.337,553
Special-stated value, 1,000 shares authorized and issued

Additional paid-in capital
Retained eamings

Common stock in treasury, at cost— 13,626,248 shares ar d 13,623,050 shares

The Notes to Fininciil Statements are an integral part ol these statements.

1986

S 318
101
974
365
134
554

2,446

2,951
325
1,152

4,428
2.061

154
25

179
822

6,626
(607)

7,020
S15.955

2G8

1985

S 1
328
1,568
413

113

733

3,221

2.962
343
1,300

4,605
1,658

154
25

179
818

7628
(607)

8,018
S17.308



Statement ol Changes in Financial Position

Millions of Dollr.rc -Year Ended December 31

CmsJ*W as Provided Frees (Used Par)
Opsntlsiw
Income (loss) before extraordinary item
Noncash charges
Depreciation, depletion and amortization
Amortization and impairment of unproved oil and gas properties
Dry hole costs expended in prior yean
Deferred income taxes
Unusual ilems
Other-net

Working capital provided from operations
(Increase) decrease in operating working capital (Note R)

Cash provided from operations
MvMtndi

Invsstntiit Activities
Capital expenditures
Less dry hole costs expended in current year

Acquisition of certain Gulf refining and marketing operations,
including inventories of S273

Net book value of property, plant and equipment sold

Sale of long-term marketable securities

Change in investment working capital

Other

Cash used for investments

FitMMKin? AdivHiM
Issuance of long-term debt
Reduction of long-term debt
Extraordinaiy item -loss on extinguishment of debt
Purchase of common stock for treasury
Changes in financing working capital
Sale of accounts receivable to finance subsidiary
Increase (decrease) in short-term notes payable
(Decrease) increase in current maturities of long-term obligations
Other

Cash provided from (used for) financing
Increaso in Cash and Short-Term M arketable Securities

The Nulei to Financial Slalemcnu are an integral part <(these statements.

1986

S (311)

1.158
558

389
647
44

2574
(770)

1.304
(657)

(1.618)
104

11.514)
289
100

(49)
(1.166)

1.189
(1.200)
(34)

(32)
246
(227)
135

17

The Slindird Oil Cumpsny

1985

S 308

927
459

1984

$1.483

796
266

21
447

(89)

3.019
164

3.183
(639)

(2.329)

116
(2.213)
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Notes to Financial Statements

Note AiMajor Accounting and Financial

m «porting Felicia*

Reclassification: The December 31.1335. Balance Sheet
reflects the reclassification of certain reserves, which were
established for losses on disposition, shutdown and
modification of operations, from long-term obligations to
net property, plant and equipment. Certain other amounts
in previously issued financial statements have bheen reclas-
sified to conform to 1956 presentations.

Consolidation: Majority-owned joint-venture financing
and mining companies and the Company's 33J 4 06 undivided
interest in the trans-Alaska pipeline are consolidated on

a pro rata basis. The Company's investment in Standard
Qil Finance Company, a wholly-owned finance subsidiary,
and operations which it has decided to divest are accounted
forusing the equity method. The Company fully consolidates
in its financial statements the accounts of all other
significant subsidiaries m which it owns more than 50% of
the voting stock.

Inventories: Inventories are stated at cost, but not in
excess of net realizable value. The cost of inventories is
determined primarily on the last-in. first-out method,
except for foreign product inventories and materials and
supplies for which cost is determined using the first-in.
first-out O average cost method.

Exploration and Development
Petroleum: The successful efforts method of accounting
is followed for costs incurred in oil and gas exploration
and development operations.

Property acquisition costs for unproved oil and gas
properties are initially capitalized. The acquisition costs for
individually significant unproved properties are assessed
at least annually on a properly-by-property basis, and any
impairment in value is recognized currently. The acquisi-
tion costs of all other unproved properties that are not
individually significant ("pooled properties”) are aggregated,
and the portion of such properties estimated to be non-
productive based on past experience are amortized over
their weighted average expected holding period. Revisions
of estimates that affect pooled properties are generally
accounted for prospectively using revised amortization
rates. However, current period income may be charged
if a material, unusual event results in a significant change
in expected exploration activities. Costs of properties
surrendered are charged against the applicable valuation
allowance.

Exploratory drilling costs are initially capitalized. If and
when exploratory wells are determined to be nonproductive,
+he related costs are charged to expense. Other exploration

costs, including geological, geophysical and carrying
costs, are charged to expense as incurred.
. When a property is determined to contain proved reserves,
property acquisition costs and related exploratory drilling
costs of successful wells are transferred to proved properties.
Development costs of proved properties, including
producing wells and related facilities and any development
dry holes, are capitalized.
Coal and Metals Mining: Exploration and development
expenditures are generally charged to expense as incurred
until a decision is made to develop a mineral reserve.
Expenditures to bring new properties into production and
major expenditures of a nonrecrring nature are deferred
and amortized ratably over the production benefited.
Expenditures for continuirg development required to
maintain production are char( :d to expense as incurred.

Property. Plant and Equipment

Depreciation. Depletion and Amortization Costs: Depre-
ciation of the trans-Alasku pipeline is computed by the
unit-of-throughput method based on estimated applicable
proved crude oil reserves. Depletion and depreciation

of proved oil and gas properties and depletion of mine
development costs, mineral lands and leaseholds are
computed foreach oiland/or gas reservoiror mine using the
unit-of-production method based on applicable reserves.
Other property, plant and equipment is depreciated
principally by the straight-line method over estimated useful
lives which are revised periodically based on experience.
Dismantlement. Restoration and Reclamation Costs:

The estimated future costs of dismantling, restoring and
reclaiming certain major properties and facilities, less
estimated residual values, are accrued during operations.
Capitalized Interest: Interest costs incurred in connec-
tion with significant expenditures lor the construction or
acquisition of property, plant and equipment are capitalized.
Property Dispositions: Upon disposition of property,
plantand equipment, the asset cost and related accumulated
depreciation are eliminated from the respective accounts.
Any gain or loss is included in current operations, except
lhose related to dispositions of pipeline property and
partial dispositions of oil and gas properties which are
normally recorded as adjustments to the accumulated
depreciation account.

Impairment: Except for impairment of unproved oil

and gas properties discussed above, reductions in the
utility of major units of property, plant and equipment,
which the Company intends to hold and operate, caused
by obsolescence due to technological, economic or other
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changes are generally recognized over the remaining
productive lives of the assets. However, if it is determined
that the book value of property, plant and equipment
exceeds future estimated cash (lows (undiscounted/ over
the remaining productive life of the asset.su:h excess is
charged to expense in the penod of determination. Property,
plant and equipment held for divestment is written down
to estimated net realizable value to the extent it is less
than net book value.

Warrants and Indexed Debt Instruments: Proceeds from _
the issuance of warrants and the contingent payment
portion of indexed debt instruments are deferred and
recorded as long-term liabilities. Subsequently, the deferred
liability is valued at the higher of premium received or
market (the difference between the applicable commodity
orother market value and the exercise price of the warrant
of indexed debt instrumentl until the warrant or indexed
instrument is either exercised or expires.

Eamings Per Share: Earnings per share of common

stock is based on the weighted average lumberofcommon
shares outstanding and shares to which the special stock
is equivalent.

IMt It Unvwd Hotk

During 1986 the Company recorded special charges of
51.08 billion pretax (S588 million after tax) which are
classified as unusual items in the Statement of Income.
These unusual items provided for the following by business
segment:

+ 5283 million in exploration and production, of which
5200 million was to write down ihe Eugene Island and
Mississippi Canyon high-cost, short-lived oil and gas
producing properties, because .stimaled future cash flows
were no longer expected to recover current book values.
Additionally, the charges included S65 million that repre-
sented the excess of the Company's settlement with the
Internal Revenue Service of the windfall profit tax valuation
of Alaskan crude oil for the period 1980-1983 over amounts
previously provided. The balance crthe charges related

to staff reduction and restructuring.

+ 5300 million in coal, of which S271 million was related
to the disposal of nonoperating properties. Other charges
related to a variety of issues.

« §3S3 million in metals mining, of which S334 million
provided for disposal of the Ray and Chino copper mines,
which did not fit the Company's long-term business plans.
Other charges related to a variety of issues.

¢ S140 million in other businesses, $124 million 1 vhich
related to the disposal ofassets that did not fit the Company's
long-term business plans. The halance of the charges
related to a variety of issues.

« S3 million in corporate and other.

The 1985 unusual items charges of 51.70 hillion pretax
ISL.07 billion after tax) provided f?v the following by
business segment:

+ 5284 million in exploratic.i and production. This included
5140 million related to various regulatory issues associated
with .Alaskan operations and S144 million for staff reductions
and restructuring, including the cost of closing offices in
San Francisco and Denver and relocating personnel,

« L47 million in refining and marketing for staff
restructuring.

+ 5526 million in coal related to the disposal of certain
undeveloped coal properties: the partial write-down of
equipment and mine development costs at certain high-cost
operating mines to the extent that estimated cash flows
subsequent to 1985 would not recover then existing

book values: a write-down of tne value of certain coal
reserves because of current and foreseeable economic
conditions: and a variety of other issues.

+ 5686 million in metals mining related to certain assets
made excess or obsolete by the Bingham Canyon modern-
ization: a provision for shutdown costs subsequent

to 1985 which are being incurred during the period Bingham
Canyon operations are suspended: a write-down of the
value of certain copper reserves because of current and
foreseeable economic conditions: the disposal of the
uranium operations: and a reassessment of other aspects
of the metals mining business.

« S14 million in chemicals related to staff restructuring
and a variety of other issues.

« So million in QIT related to the anticipated disposal of
a division.

« 554 million in other businesses, primarily related to
costs for various facilities consolidation and modification
of operations.

+ S80 million in corporate and other, of which 554 million
related to the write-down of the value ofshale oil properties
due to current and foreseeable economic conditions, with
the balance related to staff reduction and restructuring costs.

The 1984 exploration and production unusual item of
590 million pretax (S50 million after tax) was provided to
covervarious regulatory issues associated with Alaskan
operations,

In addition to these unusual items, the exploration
and production business recorded pretax charges of
S410 million and S165 million in 19.86 and 19.85, respectively,
for the impairment of leases held in lhe oil and gas prospect
inventory,over and above normal lease amortization
expense. These charges were included in exploration
expenses in the Statement of Income and resulted from
technical reassessment and lower expected future oil prices.
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On Febmaty 1.1585.ihe Company acquired from Gulf Qil
Corporation (Gulf) its 200.000 barrel-per-day refinery

in Belle Chasse, Louisiana, and most of its Southeastern
United States petroleum marketing operations, including
certain inventories, for $583 million. Following Federal
Trade Commission approval, the Company acquired on
July 1.1983. Gulfs Lake Charles. Louisiana, coke calciner
and related inventories for $30 million.

The Gulfoperations have been included in the Company's
financial statements since acquisition dates. Pro forma
effects, assuming the acquisition had taken place on
January 1.1984.are not presented as they would not materi-
ally change reported consolidated results of operations.

During 1986 the Company completed major asset
disposals, primarily in the metals mining, coal and other
businesses segments. Proceeds from asset sales totalled
$387 million in 1986.

Metals Mining: The Ray and Chino copper mines were
sold for approximately S160 million, excluding finished
goods inventories to be sold in »987. The Ray Mines
Division was sold to Asarco Incorporated. The Company's
two-thirds interest in Chino Mines Company was sold to
Phelps Dodge Corporation at the close of business on
December 31.1936. The agreements provide that the
Company may receive additional amounts based on future

Not* Ot Basinas* Segrn*rrt Inform ation

increases in copper prices.The Company sold its interest in
the Crixas (Brazil) gold property for $30 million. Certain
other nonoperating properties, including the Baltimore
copper refinery and rod mill and the Ozark lead mine and
concentrator, were aiso sold.

Coal: The Company relinquished 615 million tons of
reserves in West Virginia. Pennsylvania and lllinois. This
reserve reduction included the permanent closure of lhe
Kitt coal mine, the sale of company-owned undeveloped
reserves, and the termination of a lease on certain
undeveloped coal reserves.This lease required the payment
of minimum coal royalties over the next fifteen years.
Other Businesses: Certain electro minerals operations
were sold to a group of private investors. The Panghom
business, targeted for divestiture in a previous year, was
also sold. In addition, the Company announced its intention
to sell other industrial products businesses including
Dorr-Oliver and Pfaudler.

Except for the Crixas sale, the financial effects of the
above divestitures were included in the 1985 and 1986
charges for unusual items. The Company also sold sundry
assets and real estate for SfJ8 million in 198b.

In 1985 and 1984 proceeds from asset disposals totalled
5222 million, the largest of which was the sale of the retail
agricultural chemicals business in 1985. Included in the 1985
disposals were 362 million tonsofundeveloped coal reserves.

1986 196S 1984
Operating Income Charges for  Openung Income Chiracs lor ~ Queraung Income Charges for
iLoisl 1Before  Unusual llem]j (Loss) tBefore  Unusual Items I.oss| IBefore  Cnusual Items
Interest. Income Included in Inleresl. Income Included in Inferesl. Income Included in
Taxes and Operating Taxes and Operating Turs and Operating
Millions ol Dollsrs Extraordinary Itemi Income Extraordinary Itemi Income  Extraordinary Itemi Income
Petroleum
Exploration and production S B S 283 $2,442 $ 284 $2.954 S 90
Refining and marketing 436 - 351 41 200 -
449 283 2.793 331 3.154 90
Coal 12851 300 1518) 526 61 -
Metals mining 1342) 383 1851) 686 1)601
Chemicals 57 - 19 14 45
oLr 110 - 80 8 4
Other businesses (loll 140 1981 54 1331
Corporate and other
Research and development/ventures 1761 - 193) — (63)
Central functions 177) - [78) - 174)
Other 1811 1 (991 80 123)
Total corporate and other 12341 S 1270) N 1160)
S 13661 21.079 51.175 $1,699 §2.948 S 90
272
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Millions of Dvlitn 1980 1985
ftov m>!
Petroleum 5 7.959 511,425 5 9.480
Coil 405 437 465
Metals mining 170 270 482
Chemicals 475 SSi 043
QT 337 303 257
Other businesses 708 8S7 909
Corporate snd niher (281 23 15
Intersegment eliminations 172) (481 -
510.022 513.818 512.251
*»la>«
Pelroleum
Explorauon and producunn S 3.677 5 9.608 5 9.366
Refinmi; and marketing 2.469 2.919 2.079
11.146 12.557 11.445
Coal 376 679 1131
Metals m ning 1.239 1.729 2317
Chemicals 347 402 495
oIT 458 365 318
Other businesses 390 736 715
Corporate and other 1.949 1.040 1.066
515.955 517.308 517.487
Capital ai paadltaras
Petroleum
Esplorai.on and production 5 1121 5 1535 5 1.633
Refining and marketing 1BS 489 247
1306 2.024 1.880
Coal S3 74 Si
Metals mm ng 101 98 176
Chemicals 10 13 23
oI 68 80 19
Other businesses 42 81 58
Corporate a-d uther 38 114 122
5 1,018 5 2.484 5 2329
am=*etfiatl«'i «xp«a»«
Petroleum
Exploration and production 5 904 5 671 5 348
Refining art! markeling no 98 65
1.014 769 613
Coal 44 45 42
Metals mining IS 32 50
Chemicals 23 » 38
aT 1 © il
Other businesses 23 24 23
Corporate and other 25 23 19
S 1158 5 927 5 79

Exploration and production includes the trans-Aiaska
pipeline and tankers used to transport Alaskan crude nil.
Metals mining includes the mining and production of
copper, gold, silver and molybdenum. DIT consists of the
mining and production of low-manganese iron and titanium
dioxide slag. Other businesses includes the fabricating
and manufac'.uring of metal products, process equipment
and engineered materials.

Net operating results and net assets lor the Company's
business operations that were identified for divestment
have been included in corporate and other since the
decision to divest was made in mid-1U86.

4

Petroleum revenues include certain sales of crude oil,
sales 0f natural gas and refined products, and revenues
from the transportation of crude oil and refined products.
Only sales of company-owned crude oil production that
is surplus to refinery supply requirements are reported as
revenues. Other sales of crude oil and the net effect of
crude oil and refined products exchange transactions are
included in costs of products sold.

Business segment assets are those used directly in the
operations of each segment and consist primarily of net
property, plant and equipment, inventories and accounts
receivable. Corporate and other assets consist primarily
of cash and marketable securities, investments in certain
unconsoiidatedafliliates.net property.plantand equipment
related to corporate headquarters and corporate research
facilities and. in 1936, refundable Federal income taxes
and net assets of businesses intended to be divested.

Capital expenditures for refining and marketing include
$340 million for the acquisition of certain Gulf Qil Corpora-
tion properties in 1985 -nd S84 million for the acquisition
of Truckstops Corporation of America in 1984,

Nofa I] Major Credit Arrangements and Shelf
Registration Statements

Effective December 1.1986. the Company entered into
agreements with 45 domestic and foreign banks for
committed lines of credit totalling $2 bi'lion and uncom-
mitted lines of credit totalling $3.5 billion.

The committed lines of credit, which extend for a period
of seven years, require the Company to pay commitment
fees on the unused portion of the lines of credit. Borrowings
will be at prevailing money market rates.

No borrowings were outstanding at December 31.1986.
under the committed lines: however, a portion was
committed by management as back-up for outstanding
commercial paper borrowings of the Company and its
finance subsidiary (S398 million outstanding at December
31.1986). Additionally, these lines of credit are available
to finance the S239 million of variable rate demand revenue
bonds (Note Fi and for other corporate purposes.

The uncommitted lines are promises by hanks to make
reasonable endeavors to lend the Company money, should
it be needed. These lines will be reviewed periodically.

No borrowings were outstanding at December 31.1986.
under these lines.

At December 31.1986. the Company had on file shelf
registration statements with the Securities and Exchange
Commission enabling the issuance of up to $344 million in
debt securities.
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N<4«Ft D*M-IxcIndiny CurrMiMatorltUa
MilUoni of Dollin - Dm-mbcr "1 1986 1985
13H4* notes due 1992 1 126 S 1O
10VW debentures due 1994-2011 - 1SO
IO\t notes due 198B-199B tl 67J
IOWe* notes due 1989 130 150
10nv notes due 1392 9S 1]
9»<S noles due 1988-1998 - 179
debentures due 1988-1999 34 144
8> debentures due 1988-200! 227 23S
S1=*debentures due 1988-2000 101 101
6M™* debentures due 1488-2007 244 250
8*» notes due 1993 1SO -
8H notes due 1996 90 .
7Mt debentures due 1988-2001 120 120
7*sH notes due 1991 1SO -
7WH Swiss franc foreign interest payment
bonds tissued 1986) too
7«<* notes due 1991 1SO
pollution control revenue
bonds due 1393-2007 120 120
6.34* debentures due 2001 300 -
6.054* marine terminal revenue bonds
due 1998-2007 161 161
6“s>marine terminal revenue bonds
due 1998-2007 180 1SO
3vi4* Swiss franc bonds due 1993 93 -
Oil indexed notes due 1990 and 1992 75
Variable rate demand manne terminal revenue
refunding bonds due 202S 94 A
Floating rate monthly demand revenue bonds
due 2012 12 124
Variable rate demand revenue bonds
due 2009-2020 us 14S
Othertli 213 178
3.141 3.165
Unamom red debt discount (190) (91)
Fmnix Mil mirimiJi tim
S2.951 S2.962

(I) Includes S4 miilinn <40.55? shartsi and S4 million <43.540 sharrsi <il Series A
redeemable preferred slock ouuu/*iin$ ai December 31.1956 and 1985.respeeuvely

121 Repmeenli funds held in im t for the redemption at par in early 1986 of SI12 million
ul floalin® rale monthly demand revenue bonds.

During 1986 the Company used proceeds from the sale
of assets to repay the S130 million 107%t% debentures.
The Company also repaid S612 million of the 10%% notes.
$167 million of the 9%% notes and other debt before
scheduled maturity. Some of this debt was repaid at prices
reflecting a premium to the paramount. The loss from
these debt extinguishments, which totalled 534 million
after tax. has been classified as an extraordinary' item on
the Statement of Income,

The Company has an option every ten years to redeem
all but not part of the then outstanding Swiss franc
200 million 7V:% foreign interest payment bonds at a
redemption price equal to 100% of the Swiss franc par
value. Every' ten years lhe bondholders will also be entitled
to redeem their holdings. The redemption value available
to the hondholder will be 100% of the Swiss franc par value
unless the exchange rate of U.S. dollars to Swiss francs
is less than 1to 2.0, in which case bondholders would
receive the Swiss franc equivalent of $99.5 million. The
interest rate lor the first ten years will be 7!'|% per annum
payable in U.S. dollars. If the bonds are not redeemed,
the interest rate will be adjusted every ten years to equal
the yield of current 10-year U.S. Treasury obligations

minus *i%.The Company also entered into an interest
rate swop agreement which effectively converts the fixed
rate for this debt issue to a floating U.S. dollar interest rate.
The oil indexed notes, issued in $1,000 denominations,
are comprised 0f37.500 notes due in 1990 and 37.500 notes
due in 1992. Interest on the notes will he paid only upon
maturity or redemption based on the spot price of West Texas
Intermediate (WTI) crude oil. Notes can be redeemed at
the end of each month for one year preceding the date of
maturity. An average price will be calculated semimonthly
commencing on January 1,1990. for the 1990 notes
and on April 1,1991. for the 1992 notes based on the
spot prices of VSTl over approximately 20 trading days. The
excess of that indexed price above $25 per barrel, up to a
maximum indexed priceof$40 perbarrel, will he multiplied
by 170 barrels for each 1990 note and 200 barrels for
each 1992 note to determine the interest on the notes.
The amount allocated to the contingent interest rights is
included in accruals and reserves on the Balance Sheet.
The Swiss franc 150 million bonds with an annual
coupon 0f3%% will mature on November 6.1993. and
will not be redeemable prior to maturity. Concurrent with
the issuance of these notes, the Company entered into a
cross-currency interest rate swap which effectively eliminates
the Company's exposure to currency pxchange rate fluc-
tuations and converts the 3"i% Swiss franc fixed interest
rate to a floating U.S. dollar interest rate. Each Swiss
franc 5.000 bond includes one detachable gold warrant
representing 3.3 ounces of gold exercisable at the holder's
option monthly beginning November 6.1987. and expiring
November 6.1931. Upon exercise the holder may purchase
gold at the exercise price of $565.20 per troy ounce of

iviein US il fiu ecVe. IF . nf litu spm pine

of gold over the exercise price. The amount allocated to
the gold warrants is included in accruals and reserves on
the Balance Sheet.

Demand revenue bonds bear interest at rates that rellect
prevailing market interest rates for short-term tax-exempt
securities. The bonds may be converted to a fixed rate
under specified conditions.

The Company intends to finance the S239 million of
variable rate demand revenue bonds on along-term basis
and has lines of credit which enable it to borrow for a
period in excess of one year (Note E).

The Company uses interest rate swap agreements as a
debt management tool. In addition to the agreements noted
above, during 1986 the Company entered into interest rate
swap agreements which effectively provide for fixed rale
refinancing of certain debt that is not currently callable.

Scheduled maturities of long-term debt (in millions)
for the five years from December 31.1986. are: 1987-S33;
1988-S98: 1989-S20G: 19J0-S10J: 1991-S364.

In 1987 (he Company issued debt securities in the
Japanese market which included S50 million of U.S. dollar
denominated 7"m% notes due in 1997 and 8 hillion yen
(approximately S48 million net proceeds) of 7*84 dual
currency notes due in 1994, In 1937 the Company also
issued Swiss franc 108 million (approximately SG8 million
net proceeds) of4'.-% bonds at par due in 2000.
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Millions of DutUra-

Yeer Ended December 31 1988 1983 1984
Lim avdbradiiryHw
Domestic 3 1799) 3 S8 *2.612
Foreign 121 7
S 1608) S 876 $2,706
Tonn N X
Federal
Current 5 (730) S 331 S 681
Deferred 365 |t0 441
Foreign
Current IS 24 IS
Deferred 24 9 6
Stale 37 94 74
5 (297) S 568 $1,218
Tax effect of extraordinary Ia**on
extinguishment of dcht S 13 -
To m >BkeHim bivihmtd -
Excise S 803 S 816 S SS9
Production and severance 284 671 630
Windfall profit - 18 87
Real estate and personal property 195 194 183
Payroll 60 79 86
Other 26 39 34
S1J6S S1.817 S1.579

Investment tax credits are recognized usin_P the flow
through method and include credits on qualified
progress expenditures. _ o

Deferred taxes reflect the differences In liming of
recognition of certain revenues and expenses for financial
and tax reporting. Deferred income taxes were provided
for the following items:

Millions of DolLra-

Year Ended December 31 1986 «985 1954
Depreciation $370 $372 3350
Intangible drilling costs 24 91 90
Lease amortization and other

exploration expenses 71 24 (Ml
Unusual ilems-loss provisions

deductible in different periods

for financial and tax reporting 1112) 1428) (s0|
Dismantlement, restoration

and reclamation (S3) 124) (301
Invenlones 65 - -
Pensions 40 4 4
Other 161 80 139
Deferred income taxes 5389 SI1 19 $347

The following summarizes the difference between the Company’s effective income tax rate and the statutory Federal

income tax rate:

Millions of Dollirs-
Year Ended December 3L

Income (lossl before income taxes and extraordinary item
Statutory Federal income tax
Effect of:

State income taxes

Investment lax credit

Unusual items*

Other

Income tax expense and effeeiive rale

'Primarily difference™ in book and

Notw Ht R*d«tai-?nination

The unit operating agreement under which the Prudhoe
Bay oil field is operated required a final redctermination
of participating interests, based upon improved technical
knowledge of the reservoir as a result of field operations.

In 1982 the Company, the Atlantic Richfield Company
and Exxon Corporation (the three major interest owners
holding a total of almost 94% in the Prudhoe Bay oil field)
reached an agreement regarding final redetermination of
participating interests in the Prudhoe Bay field.

Under the agreement, which was not binding on the
other participants in the field, the Company's participating
interest in the oil reservoir decreased from 53.0% to 50.4%.
At the current maximum allowahle production rate of
1,500,000 gross barrels perday, this resulted in the Company's
interest decreasing to 661.700 net barrels per day from
695.200 net barrels per day. Furthermore, to adjust its

NY

1966 1985 1984
S 1608)  (10001% S 876 100.0% $2,706 100.0%
i 280) (460)% S 403 46.0% $1,245 46.0%
20 3J S| 38 40 15
@) 7 (631 (.21 (711 1261
5 3 1SO 171 - -
S 8 27 31 4 1
$12971  (4881%  $ 568 64.3% 51.218 45.0%

baes of ai*:is and liabilities as a result of the application ol purchase accounting principles in business acquisitions.

share of cumulative total production since the inception of
commercial producUon. the Company underlifted about
76.000 net barrels per day for a two-year period which
ended September 30.1984. The Company recovered
approximately $400 million of excess contributions to field
development expenditures and operating costs by bearing
a reduced share of ongoing costs.

As aresult ofarbitration proceedings concluded in 1985
among the owners of the field, the Company's participating
interest in the oil reservoir increased to 50.7%. At the
current maximum allowable production rate, this resulted
in Ihe Company's interest increasing to 665.200 net barrels
per day. Also, to adjust its share of cumulative total
production since the inception of commercial production,
the Company began an overiift of about 13.500 net barrels
perday foratwo-year period commencing September 1.19S5.
The arbitration award is subject to judicial review by
two courts.



Not* li Diflood Biw flt R*Hr*m*«t M m i

The Company and certain subsidiaries have defined
benefit retirement plans covering substantially all domestic
employees except certain union employees covered by
multiemployer pension plans (Note J). Certain foreign
subsidiaries sponsor pension plans with benefitand vesting
provisions which vary among different countries, often
supplementing local social law arrangements.

The Company's defined henefit plans are of two general
types-fixed benefit and final pay. Fixed henefit plans,
which are often negotiated with unions, pay specified
benefits based on the numberofyearsofemployee service.
Final pay or careeraverage plans (salary plans) pay benefits
that are computed bhased on an employee's career average
or final average salary. The Company makes annual
contributions to the defined benefit plans which at least
gqual the amounts required by law. Contribution amounts
are determined by independent actuaries using an actuarial
cost method that has an objective of providing an adequate
fund to meet pension obligations as they mature over Ihe
long-term future. Asof December 31. 1986. the assets of
the plans were held in U.S. and loreign equity securities,
fixed income securities, each and real estate.

The Company adopted Statement of Financial Accounting
Standards No. 87 (FASB87), "Employers’ Accounting for
Pensions." for the purpose of determining net pension cost
effective January 1, 1986. In contrast to prior years where
net pension cost was determined using primarily the entry
age normal actuarial method, the FAS& requires that the
projected unit credit method be used. The Statement also
sets forth specific rules for determining net pension cost.

Millions of Doll»r»-O«ember 3L

the effect of which was to reduce net pension cost in 1986
by approximately $52 million ($28 million after tax. or
$.12 per share).

Net pension cost for defined benefit retirement plans
>vus$ll million. $148 million and S60 million in 1986.
1985 and 1984. respectively. In addition to the effects of the
adoption, the decrease in 1986 net pension cost was due
primarily to the absence of both the enhanced retirement
benefits incurred because of the 1985 staff reorganization
and the 1985 actuarial losses related to the complete
shutdown of the Bingham Canyon mine.

The following table summarizes the components of net
pension cost for 1986:

Millions of dollars 1986
Service cnsl-benefils earned during penod J 27
Inleresl accrued on benefits earned in prior sears 97
Actual return on plan assels (1421
S'ei amortization and deferral” 29
Net pension cost S

*F*5S 87 requires ihe discli.lure cl [he actual return on pUn assets allhouitn

lhe estimalcd return on plan assels is used lo determine pension eipe nse &f Ihe
penori The diSenence between Ihe actual return and Ihe esumated return is included
in nel amoruzauc land ddi-m .

The following table presents the funded status of the plans
and amounts recognized in the Company's Balance Sheet.
The projected benefit obligation is based on discount rates
0f 9% and 10% at December 31.1986 and December 31.
1985. respectively. The expected long-term rate of return
on plan asstts was 10% in 1986.

Plant Whoir
Accumulated Brntftts
Fiteed Assets

Mans \Vh<m
Assets Ficc -’
Accumulated teli* e

Projected benefits based on employment service lo dale and present pav levels

Vested
Nonvested

Accumulated benefit obligation
Proj-cled Denefifs related to projccl-d salary increases*

Projected benefit obligation
Plan assets at fair value

Plan assets (in excess of) less than projected benefit obligation
Unrecognized net loss
Unrecognized net assets at January 1.1986. net of amortization

Vet accrued pension linhilily

*Based un projected long-term compensation growth of ~ per annum.

1986 1586 1985
$480 $443 $447 $361
45 4 33 2
525 4s- 460 387
1 ) 8 5
646 376 488 392
768 702 343 30
122) 11261 143 )
164) - 100) -
233 241 40 53
$ 17 $113 S123 Sl 13



Ni<« Ji Mvtttampicy«r Pension Plans and Other
Perteaipleyment Benefits
Company subsidiaries under contract with the United Mine
Workers of America participate in muitiemployer pension
plans which provide defined benefits to union employees.
Contributions, which are based on coal production and
hoursworked, were $21 million. $20 million and S22 million
in 1936.1985 and 1984, respectively.

The Company is liable under federal lav/ and various

slate statutes for the payment of henefits to disabled workers.

and their dependents resulting rrom occurrences of coal
workers' pneumoconiosis disease (black lung). Provisions
for estimated benefit costs are accrued based on production
and aggregated $77 million at December 31.1986.

The Company and certain domestic and foreign subsidiaries
provide certain health care and life insurance benefits for
retired employees who meet eligibility requirements. Those
benefits are provided through self-insurance arrangements
for which annual expense is baseJ on the amount of actual
claims incurred and through insurance arrangements for
which annual expense is based on the amount of premiums
paid. The annual expense attributable to retired employees
is not material to the results of operations.

Net* Xi Transaction* with Tha British Potroloum
Company p.l.c.and Subsidlarios (BP)

BP owns 1,000 shares of special stock which is equivalent
to 125.840.000 shares of commaon stock of the Company.
The special stoclc together with 4,320.000 shares of common
stock owned by BP, results in a total BP ownership of
approximately 55% of the voting rights of shares of common
stock outstanding and common stock equivalents at
December 31.1936.

In April 1986 the Board of Directors of the Company
established a Special Committee composed of nil the non-
management directors, other than those employed by 3P.
The Committee has the responsibility to monitor compliance
with the Company's policy statement concerning the rela-
tionship with 3P and to advise the Board as to whether the
Company is in compliance with that policy. The Committee
also has responsibility to review significant commercial
transactions, joint programs, joint ventures and other
working relationships between the Company and BP.

The Company's Prudhoe Bay reserves are subject o a
BP net profits royalty interest (NPRI) equal to 75% of the
net profits from oil and gas production from Prudhoe
Pay leases multiplied by a fraction, of which the numerator
is the number of net barrels perday of crude oil production
from the Company's Prudhoe Bay leases between 600.000
net barrels per day and 1.050.000 net barrels per day, and
the denominator is the total number of net bharrels per day
of crude oil production from such leases. Included in costs
of products sold and operating expenses are charges of
S44 million in 1986. 5108 million in 1985 and S36 million
in 1984 for the N'PRI which are payable as dividends on
a subsidiary's preferred stock, which preferred stock is
owned by BP. There was no NPRI expense during the two-
year redetermination underlift period ended September 30.
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1984, since the Company's Prudhoe Boy production was
below 600.000 net barrels per day. Also, there is no NPR!
on most of the barrels being overlifted as a result of the
198S arbitration decision (Note H).

The Company (or subsidiaries): (1) makes payments to
BP ($197 million in 1986,$309 million in 1985 and S260
million in 1984) and receives payments from BP (S34 million
in 1986.$33 million in 1985 and $24 million in 1984) for
pipeline transportation of Alaskan crude oil at rates governed
by the Federal Energy Regulatory Commission. In addition,
arefund of $69 million was received from BP in 1985 related
to the TAPS Agreement (Note L): (2) purchases from BP
(S44 million in 1986.$84 million in 1985 and S67 million
in 1984) and sells to BP ($124 million in 1986,5187 million
in 1985 and $116 million in 1984) petroleum and chemicals
in the ordinary course of business at prevailing competitive
prices: (3) is a party to an agreement which provides that,
whenever the Trans .Alaska Pipeline System (TAPS) operates
at less than design capacity, the crude oil produced by
Standard Oil or CP from the North Slope will he shipped
through lhe interests of “.heir pipeline subsidiaries in TAPS
in the approximate proportions that such ownership
interests in TAPS bear to one anoiher. so long as the pipe-
line subsidiary requesting such throughput protection
maintains a competitive tariff rate: (4) contracts with BP
for services related lo marine operation and exploration
and production; (5) is a party with BP in a number of
other transactions and arrangements in the ordinary course
of business.

Not* Ls Litigation, Othar Procaadings and
Sontlrtgancias

The Company's pipeline subside y and the other owners
of the Trans Alaska P.peline System (TAPS) have reached
agreement with the State of Alaska as lo the methodology
for determining their interstate TAPS tariff rales, both for
the past and in the future. The methodology has been
approved by the Federal Energy Regulatory Commission,
but the approval has heen appealed to Federal court. The
net effect of the agreement on the Company's earnings
through 1936 was not material and has been recognized
in the financial statements.

The Company is engaged in judicial and administrative
proceedings in which the State of Alaska is challenging
the valuation of crude oil reported by the Company since
1977 for royalty and 1978 for lax purposes.The Company
believes it has complied with applicable lax legislation and
provisions for royalty contained in its Prudhoe Bay leases,
and is disputing the Slate's claims. While the amounts
claimed and subject to claim are substantial, the Company
believes the ul'imate resolution of these disputes will not
have a material impact on its financial position.

The Company also is engaged in various litigation and
other proceedings with private parties and governmental
authorities and hasa number of unresolved claims pending.
While the amounts claimed in the aggregate are substantia!
and the ultimate liability in respect of such litigation,
proceedings and claims cannot be determined at Ihis time,
the Company is of Ihe opinion ihal ihe aggregate amount
of any such Labilities will not have a material impact on
its financial position.
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N*t« MiSl«k M«ki

The 1967 and 1977 Standard Oil Stock Option Plans for
Key Employees authorized issuance of common stock to
executives and other key employees. Under the 1977 plan,
options granted prior to 1982 included slock appreciation
rights. Authorization to grant options under both the

1967 and 1977 plans has been terminated.

The 1983 Standard Oil Stock Plan authorizes issuance
0f5.000.000 shares of common stock for incentive and
nonqualified stock options, restricted stock awards and
performance awards to executives and other key employees.
The options may be awarded with or without surrender
rights. Grants made as incentive stock options did not
include surrender rights. Performance awards are payable
at the discretion of the Board of Directors subject to the
accomplishment of specific performance objectives overa
period of three years. No more than 500.000 of the total
number of available shares may he used for restricted
stock awards and performance awares.

The 1980 Kennecolt Employees' Stock Plan (assumed
in 1981) provides for the granting of options lo Kennecott
executives and other key employees to purchase shares
of Standard Oil common stock, stock appreciation rights
and restricted Standard Oil common stock.

Options generally become exercisable in approximately
equal annual installments over a three- or five-year period
beginning one year from date of grant, and expire after
ten years. The option price will not be less than the market
price on thr date ofgrant. At December 31.1986. Company
employee." held options to purchase 3 150,714 common
shares at an average price of $46.25 per share. These options
expire on various dates ranging from 1987 to 1996.

Limitations on restricted stock are in effect for at
least three years from the date of grant and then lapse in
installments or in full. At December 31.1986.11,225 shares
were outstanding as restricted slock awards.

Stock option transactions during 1986.1985 and 1984
are summarized us follows:

1986 1985 1984

Shares Oplmn trices Shares Oplmn Pnies Shares Opium Pn.-es
Outstanding-Jcnuary 1 2,952.244  $15.63-52.00 297G517  $15.63-52.00 2.685.745  $13.29-52.00
Granted 716.800 -46.94- 757.800 -47.36- 715.700 —45.73—
Exercised 1175.928) 15.63-52.00 (322.462) 15.63-52.00 (276.911) 13.29-47.30
Cancelled!!) (342.402) 15.63-52.00 (459.61 1) 15.63-52.00 1148.017) 13.29-32.00
Oulstanding-December3| 3.150.714 15.63-52.00 2.952.244 15.63-52.00 2,976.517 15.63-52.90
Exercisable-December 3112) 1.915.336 1.673.204 1.403.302
Auvailable fnr gram-December 31 2.655.056 3.179.2b1 3.647.550

11) Includes npuons surrendered in connection with lhe eiercurof 63199,86.660 and 20JS6 slock appreciation and surrender nghis in ISBri.1935and 1981 rtspeduely.

12) Subject lo sequential exercise requirements.

Not* NsInventor!**
As aresult of the Company's extensive use of the last-in.
first-ou. (LIFO) method, inventories arc reported in the
balance sheet at less than current cost. Inventories valued
under the LIFO method were approximately 83% and 81%
of total inventories (exclusive of materials and supplies)
at December 31.1936 and 1985, respectively.

The following is information about the current cost of
inventories (determined primarily using the first-in.
first -out method):

Millions ol Dillars-Dciemocr JI 19H6 1985

Inv«ttlirl«i arterrront tail
Crude nil and petroleum products S 813 Sl 407
Metals and col. 122 156
Chemicals 31 46
oIt 84 66
Other businesses Sl 107
Materials and supplies 298 405
1.429 2.247

Excess of current cost ovc-
ruported balance sheet a nounts 1229) (Hit)
Reported balance sheet ami mts S$1.200 S1.437

Not* Ol Standard Qil Finance Company

Under the terms of an agreement. Standard Qil Finance
Company (Finance),a wholly-owned unconsolidated
subsidiary, utilizes commercial paper borrowings to
purchase accounts receivable from the Company at a
discount which provides earnings (before fixed charges
and income taxes) of at least 1.25 times "-inance's fixed
charges. Summarized financial information of Finance
is as follows:

Millions ol Oo'Urs 19H6 1983 1984
Purchased accounts receivable

outstanding at December 31 S156 $188 $599
Commercial paper borrowings

outstanding at December 31 105 15 429
Interest expense on commercial

paper borrowings J 21
Income before income taxes t 9 1
Net income ke 5 6



Mo*<» Pilm m C*M»Hni*nii end Rental*

The Company lias lease eommitnienlx lor tankers, refinery
facilities, mining equipment, service stations, oillces and
other equipment.

Millions o( D ollar.-Hrcvmlivr JI 1986 19\6
tails! Ississu w a 1*
|K«*»rty, flt.1 «m!
Tankers 5370 5376
Refinery facilities 40 40
iAher 16 19
432 43S
Less accumulated amortization 193 172
5239 5263
Capital ~ <)Jiermr;t
leases l.easr.
1987 5 47 5201
1988 44 106
1989 42 93
1990 40 90
1991 4 47
Thereafter 399 116
Total minimum lease payments 613 S633
Less amounts representing inlcrert 270
Present value of net minimum lease payments 5343
Current 5 18
Long-term 328
5343
1986 198S 1984
s>|HnM undoe
lhmi
Minimum rentals S360 5373 5306
Sublease rentals 124) 1331 112)
S336 5342 5294

The higher level of rental expense in 1986 and 1985
compared with 1964 is primarily due to increased tanker
requirements caused by the end of Prudhoe Bay undei'il'ting
on September 30.1984,

Holt Q: Accruals and R«sarv«s

Millions... Dollars-1 In-rmlicr 1l 1HIs 19H3
Accrued dismantlement, restoration and

reclamation costs S 372 5 1)
Reserve for employee lient. .s 239 318
Reserve for shutdown and modification

of operations 123 220
Reserve for regulatory issues and other 218 3Hi

31.132

Not* Ri Statement el Change* In Financial Pesillen
The Statement of Changes in Financial Position presents
the Company’s principal sources and uses of cash related
to four primary activities: operations, divide ids. investment
activities and financing activities. Similarly, cash inflows
and outllows related to changes in working capital (other
than cash and short-term marketable securities) are
segregated among those activities as follows:

Millions id Dollars 1980 1985 1984

Operating working capital

Accounts receivable 557, 51247) 5(52)
Refundable Federal income taxes |771i - -
Inventories 47 04 17
Prepaid expenses am. .cfcrrcd
charges 9 (151 ©
Accounts payable (S5H) 93 12
Accrued income and other lax.s (481 (34) 151
Accrued interest 21 4 11)
Other current liabilities 141) 38 124)
(770) 97) 164
Investment working capital too (280)* 126)
Financing working cauital 113) (473; 685
Casn loullloiv) inllow due to change
in working capital SIGH3I SISSli) 5823

‘Includes S273 million nfinventories from the ncquisiiiun «if certain Cull «i»l
CorpumImn refining and marketing properties in iy&5.

Investment working capital consists primarily of accounts
payable related to expenditures for capital assets and related
materials and supplies inventories, working capital associated
with acquisitions and divestitures, and jomt-venture
receivables and payables. Financing working capital includes
all short-term notes payable, current maturities of
long-term debt, and the effect on working capital from
the sale of accounts receivable to the Company's uncon-
solidated finance subsidiary.

Note S:Supplemental Statementofincome Information

Millions ol Dollars—
Year Enditd Decemlier 11 1986 [ €3] 1984

tnteresl expense

Notes payable and other* 5 50 5 69 s ;0
Long-term obligations 356 356 ﬂ-
400 425 434

Capitalized interest m 12091 (60
Total inleresl expe.ise 5335 5396 5374
Research and development expense 5125 St38 5148
Maintenance and repairs expense 5420 S401 $532
ottisted Tl sy,



K Company Report on
Financial Statements

The Company is responsible for the information included

consolidated financial statements, and it believes those
ttements have been prepared in accordance with generally
accepted accounting principles. A system of internal
accounting controls has been developed and maintained
which is designed to provide reasonable assurance that
assets are safequarded from loss or unauthorized use and
that the financial records are reliable for preparing the
financial statements. In establishing and maintaining
internal controls, the Company exercises judgment in
determining that the costs of such controls do not exceed
the benefits to be derived.

The Board of Directors of the Company is responsible
for assuring that the Company fulfills its responsibilities
in the preparation of the consolidated financial statements.
The Board, on the recommendation of the Audit Com -
mittee and subject to shareholder ratification, selects and
engages the independent auditors. The Audi* Committee,
comprised exclusively of nonmanagement members of
the Board, meets with representatives of the Company,
internal auditors and independent auditors to review the
scope ofand any recommendations forimprovements in the
Company's internal accounting controls. The Audit Com -
mittee reports its conclusions and recommendations to the
Board of Directors. The independent auditors issue a report,
upon completion of their audit, as to whether the con-
solidated financial statements present fairly the financial
position, operating results and changes m financial position
in accordance with generally accepted accounting principles.

Uur

Robert B. Horton

Chairman of the Board

and Chief Executive Officer

E.John P.Browne
Executive Vice President
and Chief Financial Officer

February 17.1987

P

Report ol Ernst & Whinney,
Independent Auditors

Shareholders and Board of Directors
The Standard Oil Company

We have examined the consolidated balance sheet of The
Standard Oil Company and subsidiaries asof December31,
1986 and 1985. and the related consolidated statements
ofincome, retained eaniings and changes in financial
position for each of the three years in the period ended
December31.1986. Our examinations were made in
accordance with generally accepted auditing standards and.
accordingly, included such tests of the accounting records
and such other auditing procedures as .ve considered
necessary in the circumstances.

Inouropinion, the financial statements referred to above
present fairly the consolidated financial position of
The Standard Oil Company and subsidiaries at December 31,
1986 and 1985. and the consolidated results of their
operations and the changes in their financial position for
each of the three years in the period ended December 31
1986.in conformity with generally accepted accounting
principles applied on a consistent basis.

Cleveland. Ohio U
February 17,1987
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