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LETTER TO STOCKHOLDERS

We submit herewith the financial statements of Petroleum & Resources Corporation (the Corporation ) for the six months ended June 30, 2012.
Also provided are a schedule of investments and other financial information.

Net assets of the Corporation at June 30, 2012 were $27.69 per share on 25,654,466 shares outstanding, compared with $28.58 per share at
December 31, 2011 on 25,641,018 shares outstanding. On March 1, 2012, a distribution of $0.10 per share was paid, consisting of $0.03 from
2011 investment income, $0.01 from 2011 short-term capital gain, $0.05 from 2011 long-term capital gain, and $0.01 from 2012 investment
income, all taxable in 2012. A 2012 investment income dividend of $0.10 per share was paid June 1, 2012, and another $0.10 per share
investment income dividend has been declared to stockholders of record August 10, 2012, payable September 1, 2012. The table on page 14
shows the annual distribution rate over the past five years.

Net investment income for the six months ended June 30, 2012 amounted to $5,834,292, compared with $4,831,147 for the same six month
period in 2011. These earnings are equal to $0.23 and $0.19 per share, respectively.

Net capital gain realized on investments for the six months ended June 30, 2012 amounted to $19,185,714, or $0.75 per share.

Performance comparisons for the Corporation, relevant benchmarks, and a Lipper peer group are as follows:

Performance Comparisons YTD 1 Year 3 Year* 5 Year*
Petroleum & Resources:

NAV 2.3)% (11.3)% 12.6% 0.1%
Market Price (1.3)% (12.3)% 12.1% 0.8)%
Lipper Global Natural Resources Funds Index 5.9% (23.3)% 5.8% 4.4)%
Dow Jones U.S. Oil and Gas Index 2.5)% 9.0)% 12.2% 0.9%
Dow Jones U.S. Basic Materials Index 1.7% (15.9)% 16.8% 0.6%

Market indices do not include expenses and transaction costs, which are deducted from Fund and Lipper returns.
* Annualized

Douglas G. Ober has informed the Board of Directors of his plans to retire within the next eighteen months. Daniel E. Emerson, Lead Director of
the Board, in commenting on Mr. Ober s announcement, said Doug has done an outstanding job guiding the Corporation through some
remarkably turbulent times over the past 21 years. His steady hand and unflappable adherence to his investment principles has served, and will
continue to serve, our stockholders well. He has built a strong team at the Corporation and when he does step down, the Fund will continue in
good hands. With his announcement, he has given us the time to carefully identify his successor.



Edgar Filing: PETROLEUM & RESOURCES CORP - Form N-CSRS

Investors can find information about the Corporation, including the daily net asset value (NAV) per share, the market price, and the
discount/premium to the NAV, on our website at www.peteres.com. Also available on the website are a brief history of the Corporation,
historical financial information, links for electronic delivery of stockholder reports, and other useful content.

By order of the Board of Directors,

Douglas G. Ober Nancy J.F. Prue
Chairman and President
Chief Executive Officer

July 12, 2012

PORTFOLIO REVIEW

June 30, 2012

(unaudited)
TEN LARGEST EQUITY PORTFOLIO HOLDINGS
Market Value % of Net Assets
Exxon Mobil Corp. $ 124,797,855 17.6%
Chevron Corp. 90,730,000 12.8
Schlumberger Ltd. 37,323,250 5.3
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Occidental Petroleum Corp. 30,877,200 43
Anadarko Petroleum Corp. 19,860,000 2.8
Dow Chemical Co. 17,325,000 24
Freeport-McMoRan Copper & Gold Inc. 16,592,090 2.3
Praxair, Inc. 16,309,500 2.3
CF Industries Holdings, Inc. 16,287,528 23
Noble Energy, Inc. 16,115,800 23
Total $ 386,218,223 54.4%
SECTOR WEIGHTINGS
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STATEMENT OF ASSETS AND LIABILITIES

June 30, 2012

(unaudited)

Assets

Investments* at value:

Common stocks (cost $426,001,952) $ 685,370,217
Short-term investments (cost $28,061,986) 28,061,986
Securities lending collateral (cost $4,364,089) 4,364,089
Cash

Receivables:

Investment securities sold

Dividends and interest

Prepaid expenses and other assets

Total Assets

Liabilities

Open written option contracts* at value (proceeds $1,837,703)

Obligations to return securities lending collateral

Accrued pension liabilities

Accrued expenses and other liabilities

Total Liabilities

Net Assets

Net Assets

Common Stock at par value $0.001 per share, authorized 50,000,000 shares;

issued and outstanding 25,654,466 shares (includes 38,596 restricted shares, 9,600 nonvested or

deferred restricted stock units, and 5,975 deferred stock units) (note 6)

Additional capital surplus

Accumulated other comprehensive income (note 5)

Undistributed net investment income

Undistributed net realized gain on investments

Unrealized appreciation on investments

Net Assets Applicable to Common Stock

Net Asset Value Per Share of Common Stock

* See Schedule of Investments on page 11 and Schedule of Outstanding Written Option Contracts on page 13.

The accompanying notes are an integral part of the financial statements.

$ 717,796,292

158,250
28,499
865,094
729,002
719,577,137

1,628,436
4,364,089
2,516,065
662,267
9,170,857

$ 710,406,280

$ 25,655
431,766,509
(1,803,982)
1,928,507
18,912,059
259,577,532
$ 710,406,280
$27.69
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STATEMENT OF OPERATIONS

Six Months Ended June 30, 2012

(unaudited)

Investment Income

Income:

Dividends (net of $26,206 in foreign taxes)
Interest and other income

Total income

Expenses:

Investment research

Administration and operations

Directors fees

Travel, training, and other office expenses
Investment data services

Reports and stockholder communications
Transfer agent, registrar, and custodian
Occupancy

Audit and accounting services

Insurance

Legal services

Other

Total expenses

Net Investment Income

Realized Gain and Change in Unrealized Appreciation on Investments
Net realized gain on security transactions

Net realized gain on written option contracts
Change in unrealized appreciation on investments
Change in unrealized appreciation on written option contracts
Net Loss on Investments

Other Comprehensive Income (note 5)

Defined benefit pension plans:

Net actuarial loss arising during period
Amortization of net loss

Effect of settlement (non-recurring)

Other Comprehensive Income

Change in Net Assets Resulting from Operations

The accompanying notes are an integral part of the financial statements.

$ 7,770,732
676,279
8,447,011

1,043,563
690,210
263,682
122,763
113,952

99,638
82,615
57,632
45,174
37,397
14,995
41,098
2,612,719
5,834,292

17,173,859

2,011,855
(42,059,448)
(616,590)
(23,490,324)

(95,634)
152,499
172,838
229,703
$(17,426,329)
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STATEMENTS OF CHANGES IN NET ASSETS

From Operations:

Net investment income

Net realized gain on investments

Change in unrealized appreciation on investments

Change in accumulated other comprehensive income (note 5)
Decrease in net assets resulting from operations
Distributions to Stockholders from:

Net investment income

Net realized gain from investment transactions

Decrease in net assets from distributions

From Capital Share Transactions:

Value of shares issued in payment of distributions (note 4)
Deferred compensation (notes 4, 6)

Increase in net assets from capital share transactions
Total Decrease in Net Assets

Net Assets:

Beginning of period

End of period (including undistributed net investment
income of $1,928,507 and $(316,700) respectively)

The accompanying notes are an integral part of the financial statements.

(unaudited)
Six Months
Ended
June 30, 2012

$ 5,834,292

19,185,714
(42,676,038)

229,703
(17,426,329)

(3,589,085)
(1,531,184)
(5,120,269)

6,372
135,814
142,186

(22,404,412)
732,810,692

$ 710,406,280

Year Ended
December 31, 2011

$ 10,208,955
39,332,517
(49,850,819)
(853,586)
(1,162,933)

(9,671,069)
(39,180,757)
(48,851,826)

20,801,833
288,115
21,089,948
(28,924,811)
761,735,503

$ 732,810,692
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NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

1. SIGNIFICANT ACCOUNTING POLICIES

Petroleum & Resources Corporation (the Corporation ) is registered under the Investment Company Act of 1940 as a non-diversified investment
company. The Corporation is an internally-managed closed-end fund emphasizing petroleum and other natural resource investments. The
investment objectives of the Corporation are preservation of capital, the attainment of reasonable income from investments, and an opportunity

for capital appreciation.

The accompanying financial statements were prepared in accordance with accounting principles generally accepted in the United States of
America, which require the use of estimates made by Corporation management. Management believes that estimates and security valuations are
appropriate; however, actual results may differ from those estimates, and the security valuations reflected in the financial statements may differ
from the value the Corporation ultimately realizes upon sale of the securities.

Security Transactions and Investment Income Investment transactions are accounted for on the trade date. Gain or loss on sales of securities
and options is determined on the basis of specific identification. Dividend income and distributions to stockholders are recognized on the
ex-dividend date, and interest income is recognized on the accrual basis.

Security Valuation The Corporation s investments are reported at fair value as defined under accounting principles generally accepted in the
United States of America. Investments in securities traded on national security exchanges are valued at the last reported sale price on the day of
valuation. Over-the-counter and listed securities for which a sale price is not available are valued at the last quoted bid price. Short-term
investments (excluding purchased options and money market funds) are valued at amortized cost, which approximates fair value. Purchased and
written options are valued at the last quoted bid and asked price, respectively. Money market funds are valued at net asset value on the day of
valuation.

Various inputs are used to determine the fair value of the Corporation s investments. These inputs are summarized in the following three levels:

Level 1 fair value is determined based on market data obtained from independent sources; for example, quoted prices in active
markets for identical investments,

Level 2 fair value is determined using other assumptions obtained from independent sources; for example, quoted prices for similar
investments,

Level 3 fair value is determined using the Corporation s own assumptions, developed based on the best information available in the
circumstances.

The Corporation s investments at June 30, 2012 were classified as follows:
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Level 1 Level 2 Level 3 Total
Common stocks $ 685,370,217 $ $ $ 685,370,217
Short-term investments 13,062,211 14,999,775 28,061,986
Securities lending collateral 4,364,089 4,364,089
Total investments $ 702,796,517 $ 14,999,775 $ $ 717,796,292
Written options $ (1,628,436) $ $ $ (1,628.,436)

There were no transfers into or from Level 1 or Level 2 during the six months ended June 30, 2012.

2. FEDERAL INCOME TAXES

No federal income tax provision is required since the Corporation s policy is to qualify as a regulated investment company under the Internal
Revenue Code and to distribute substantially all of its taxable income to its stockholders. Additionally, management has analyzed and concluded
that tax positions included in federal income tax returns from the previous three years that remain subject to examination do not require any
provision. Any income tax-related interest or penalties would be recognized as income tax expense. As of June 30, 2012, the identified cost of
securities for federal income tax purposes was $458,428,027 and net unrealized appreciation aggregated $259,368,265, consisting of gross
unrealized appreciation of $289,665,502 and gross unrealized depreciation of $30,297,237.

Distributions are determined in accordance with income tax regulations, which may differ from generally accepted accounting principles. Such
differences are primarily related to the Corporation s retirement plans and equity-based compensation. Differences that are permanent are
periodically reclassified in the capital accounts of the Corporation s financial statements and have no impact on net assets.

3. INVESTMENT TRANSACTIONS

The Corporation s investment decisions are made by a committee of management, and recommendations to that committee are made by the
research staff. Purchases and sales of portfolio securities, other than options and short-term investments, during the six months ended June 30,
2012 were $39,598,218 and $62,283,120, respectively.

10
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

The Corporation is subject to changes in the value of equity securities held ( equity price risk ) in the normal course of pursuing its investment
objectives. The Corporation may purchase and write option contracts to increase or decrease its equity price risk exposure or may write option
contracts to generate additional income. Option contracts generally entail risks associated with counterparty credit, liquidity, and unfavorable
equity price movements. The Corporation has mitigated counterparty credit and liquidity risks by trading its options through an exchange. The
risk of unfavorable equity price movements is limited for purchased options to the premium paid and for written options by writing only covered
call or collateralized put option contracts, which require the Corporation to segregate certain securities or cash at its custodian when the option is
written. A schedule of outstanding written option contracts as of June 30, 2012 can be found on page 13.

When the Corporation writes (purchases) an option, an amount equal to the premium received (paid) by the Corporation is recorded as a liability
(asset) and is subsequently marked to market daily in the Statement of Assets and Liabilities, with any related change recorded as an unrealized
gain or loss in the Statement of Operations. Premiums received (paid) from unexercised options are treated as realized gains (losses) on the
expiration date. Upon the exercise of written put (purchased call) option contracts, premiums received (paid) are deducted from (added to) the
cost basis of the underlying securities purchased. Upon the exercise of written call (purchased put) option contracts, premiums received (paid)
are added to (deducted from) the proceeds from the sale of underlying securities in determining whether there is a realized gain or loss.

Transactions in written covered call and collateralized put options during the six months ended June 30, 2012 were as follows:

Covered Calls Collateralized Puts
Contracts Premiums Contracts Premiums
Options outstanding, December 31, 2011 2,243 $ 387,334 4,208 $ 1,057,666
Options written 15,272 1,898,141 16,702 3,109,445
Options terminated in closing purchase transactions (450) (76,483) (4,233) (850,493)
Options expired (8,589) (1,174,055) (10,169) (1,875,028)
Options exercised (800) (143,122) (1,606) (495,702)
Options outstanding, June 30, 2012 7,676 $ 891815 4,902 $ 945,888

4. CAPITAL STOCK

The Corporation has 5,000,000 authorized and unissued preferred shares, $0.001 par value.

During 2012, 247 shares of Common Stock were issued at a weighted average price of $25.55 per share as dividend equivalents to holders of
deferred stock units and restricted stock units under the 2005 Equity Incentive Compensation Plan.

On December 27, 2011, the Corporation issued 837,497 shares of its Common Stock at a price of $24.81 per share (the average market price on
December 7, 2011) to stockholders of record on November 21, 2011, who elected to take stock in payment of the distribution from 2011 capital
gain and investment income. During 2011, 870 shares were issued at a weighted average price of $26.83 per share as dividend equivalents to

11
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holders of deferred stock units and restricted stock units under the 2005 Equity Incentive Compensation Plan.

The Corporation may purchase shares of its Common Stock from time to time at such prices and amounts as the Board of Directors may deem
advisable.

Transactions in Common Stock for 2012 and 2011 were as follows:

Shares Amount
Six months Six months
ended Year ended ended Year ended
June 30, December 31, June 30, December 31,

2012 2011 2012 2011
Shares issued in
payment of dividends 247 838,367 $ 6,372 $ 20,801,833
Net activity under the 2005 Equity Incentive
Compensation Plan 13,201 12,953 135,814 288,115
Net change 13,448 851,320 $ 142,186 $ 21,089,948

5. RETIREMENT PLANS

Defined Contribution Plans The Corporation sponsors a qualified defined contribution plans for all employees with at least six months of
service and a nonqualified defined contribution plan for eligible employees to supplement the qualified plan. The Corporation expensed
contributions to the plans in the amount of $79,771, a portion thereof based on company performance, for the six months ended June 30, 2012.
The Corporation does not provide postretirement medical benefits.

Defined Benefit Plans On October 1, 2009, the Corporation froze its non-contributory qualified and nonqualified defined benefit pension plans.
Benefits are based on length

12
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

of service and compensation during the last five years of employment through September 30, 2009, with no additional benefits being accrued

beyond that date.

The funded status of the plans is recognized as an asset (overfunded plan) or a liability (underfunded plan) in the Statement of Assets and
Liabilities. Changes in the prior service costs and accumulated actuarial gains and losses are recognized as accumulated other comprehensive
income, a component of net assets, in the year in which the changes occur and are subsequently amortized into net periodic pension cost.
Non-recurring settlement costs are recognized in net periodic pension cost when a plan participant receives a lump-sum benefit payment and
includes the amount of which is in excess of the present value of the projected benefit and any unamortized actuarial losses attributable to the

portion of the projected benefit obligation being satisfied.

The Corporation s policy is to contribute annually to the plans those amounts that can be deducted for federal income tax purposes, plus
additional amounts as the Corporation deems appropriate in order to provide assets sufficient to meet benefits to be paid to plan participants. The
Corporation made no contributions to the qualified plan and contributed $18,205 to the nonqualified plan during the six months ended June 30,
2012, and anticipates making additional contributions of up to $940,000 in the aggregate over the remainder of 2012.

Items impacting the Corporation s net investment income and accumulated other comprehensive income were:

Components of net periodic pension cost
Interest cost

Expected return on plan assets

Net loss component

Effect of settlement (non-recurring)

Net periodic pension cost

Accumulated other comprehensive income
Defined benefit pension plans:

Balance at beginning of period

Current period other comprehensive income
Balance at end of period

6. EQUITY-BASED COMPENSATION

Six months
ended
June 30,
2012

$ 117,560
(110,720)
152,499
172,838

$ 332,177

Six months
ended

June 30,
2012

$ (2,033,685)
229,703
$ (1,803,982)

Year ended
December 31,
2011

$ 244,878
(213,408)
181,415

$ 212,885

Year ended
December 31,
2011

$ (1,180,099)
(853,586)
$ (2,033,685)

The 2005 Equity Incentive Compensation Plan ( 2005 Plan ), adopted at the 2005 Annual Meeting and re-approved at the 2010 Annual Meeting,
permits the grant of restricted stock awards (both performance and nonperformance based), as well as stock options and other stock incentives,

13
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to key employees and all non-employee directors. Performance-based restricted stock awards vest at the end of a specified three year period,
with the ultimate number of shares earned contingent on achieving certain performance targets. If performance targets are not achieved, all or a
portion of the performance-based restricted shares are forfeited and become available for future grants. Nonperformance-based restricted stock
awards vest ratably over a three year period and nonperformance-based restricted stock units (granted to non-employee directors) vest over a one
year period. Payment of awards may be deferred, if elected. It is the current intention that employee grants will be performance-based. The 2005
Plan provides for accelerated vesting in the event of death or retirement. Non-employee directors also may elect to defer a portion of their cash
compensation, with such deferred amount to be paid by delivery of deferred stock units. Outstanding awards were granted at fair market value
on grant date. The 2005 Plan provides for the issuance of up to 872,639 shares of the Corporation s Common Stock, of which 773,175 shares
remain available for future grants at June 30, 2012.

A summary of the status of the Corporations s awards granted under the 2005 Plan as of June 30, 2012, and changes during the six month period
then ended is presented below:

Weighted Average
Shares/ Grant-Date Fair

Awards Units Value
Balance at December 31, 2011 47,694 $ 25.69
Granted:

Restricted stock 14,873 25.08

Restricted stock units 3,200 26.71

Deferred stock units 257 25.47
Vested & issued (9,210) 23.52
Forfeited (2,643) 21.65
Balance at June 30, 2012 (includes
37,326 performance-based awards and
16,845 nonperformance-based awards) 54,171 $ 25.93

Compensation costs resulting from awards granted under the 2005 Plan are based on the fair value of the award on grant date (determined by the
average of the high and low price on grant date) and recognized on a straight-line basis over the requisite service period. For those awards with
performance conditions, compensation costs are based on the most probable outcome and, if such goals are not met,

14
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

compensation cost is not recognized and any previously recognized compensation cost is reversed. The total compensation costs for restricted
stock granted to employees for the period ended June 30, 2012 were $147,250. The total compensation costs for restricted stock units granted to
non-employee directors for the period ended June 30, 2012 were $44,432. As of June 30, 2012, there were total unrecognized compensation
costs of $567,882, a component of additional capital surplus, related to nonvested equity-based compensation arrangements granted under the
2005 Plan. That cost is expected to be recognized over a weighted average period of 1.69 years. The total fair value of shares and units vested
and issued during the six month period ended June 30, 2012 was $232,710.

The Stock Option Plan of 1985 (' 1985 Plan ) has been discontinued and no further grants will be made under this plan. Unexercised grants of
stock options and stock appreciation rights granted in 2004 and prior years, however, remain outstanding. The exercise price of the unexercised
options and related stock appreciation rights is the fair market value on date of grant, reduced by the per share amount of capital gains paid by
the Corporation during subsequent years. All options and related stock appreciation rights terminate 10 years from date of grant, if not exercised.

A summary of option activity under the 1985 Plan as of June 30, 2012, and changes during the six month period then ended is presented below:

Weighted- Weighted-
Average Average Aggregate
Exercise Remaining Intrinsic
Options Price Life (Years) Value
Outstanding at December 31, 2011 5,208 $ 7.37 1.68
Exercised (864) 6.23 $ 16,351
Outstanding and exercisable at June 30, 2012 4,344 $ 7.54% 1.50 $ 71,350

* Actual exercise price for all outstanding options

Compensation cost resulting from stock options and stock appreciation rights granted under the 1985 Plan is based on the intrinsic value of the
award, recognized over the award s vesting period, and remeasured at each reporting date through the date of settlement. The total compensation
cost recognized for the six months ended June 30, 2012 was $803.

7. OFFICER AND DIRECTOR COMPENSATION

The aggregate remuneration paid during the six months ended June 30, 2012 to officers and directors amounted to $1,379,247, of which

$275,863 was paid as fees and compensation to directors who were not officers. These amounts represent the taxable income to the Corporation s
officers and directors and therefore differ from the amounts reported in the accompanying Statement of Operations that are recorded and
expensed in accordance with generally accepted accounting principles.

8. PORTFOLIO SECURITIES LOANED

15
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The Corporation makes loans of securities to approved brokers to earn additional income. It receives as collateral cash deposits, U.S.
Government securities, or bank letters of credit valued at 102% of the value of the securities on loan. The market value of the loaned securities is
calculated based upon the most recent closing prices and any additional required collateral is delivered to the Corporation on the next business
day. Cash deposits are placed in a registered money market fund. The Corporation accounts for securities lending transactions as secured
financing and receives compensation in the form of fees or retains a portion of interest on the investment of any cash received as collateral. The
Corporation also continues to receive interest or dividends on the securities loaned. Gain or loss in the fair value of securities loaned that may
occur during the term of the loan will be for the account of the Corporation. At June 30, 2012, the Corporation had securities on loan of
$4,507,681 and held cash collateral of $4,364,089; additional collateral was delivered the next business day in accordance with the procedure
described above. The Corporation is indemnified by the Custodian, serving as lending agent, for loss of loaned securities and has the right under
the lending agreement to recover the securities from the borrower on demand.

9. OPERATING LEASE COMMITMENT

The Corporation shares office space and equipment with its non-controlling affiliate, The Adams Express Company, under operating lease
agreements expiring at various dates through the year 2016. Rental payments are based on a predetermined cost sharing methodology. The
Corporation recognized rental expense of $54,283 in the first half of 2012, and its estimated portion of future minimum rental commitments are
as follows:

2012 $ 53311
2013 105,400
2014 105,705
2015 105,891
2016 51,157
Total $ 421,464

16
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FINANCIAL HIGHLIGHTS
(unaudited)
Six Months Ended
June 30, June 30,
2012 2011

Per Share Operating Performance
Net asset value, beginning of period $28.58 $30.73
Net investment income 0.23 0.19
Net realized gains and increase (decrease) in unrealized appreciation (0.93) 2.98
Change in accumulated other comprehensive income (note 5) 0.01
Total from investment operations (0.69) 3.17
Less distributions
Dividends from net investment income (0.14) (0.14)
Distributions from net realized gains (0.06) (0.06)
Total distributions (0.20) (0.20)
Capital share repurchases
Reinvestment of distributions
Total capital share transactions
Net asset value, end of period $27.69 $33.70
Market price, end of period $23.96 $29.49
Total Investment Return
Based on market price (1.3)% 9.9%
Based on net asset value 2.3)% 10.4%

Ratios/Supplemental Data

2011

$30.73

0.41

(0.42)

(0.03)

(0.04)

(0.39)

(1.58)

(1.97)

(0.14)

(0.14)

$28.58

$24.48

(2.3)%

0.3%

Year Ended December 31
2010 2009 2008
$26.75 $22.49 $42.99
0.35 0.28 0.43
497 5.37 (17.71)
0.01 0.10 (0.07)
533 5.75 (17.35)
(0.32) (0.37) (0.38)
(0.95) (1.03) (2.61)
(1.27) (1.40) (2.99)
0.02 0.08
(0.08) 0.11) (0.24)
(0.08) (0.09) (0.16)
$30.73 $26.75 $22.49
$27.01 $23.74 $19.41
19.6% 30.3% (42.2)%
20.8% 26.7% (39.8)%

2007

$36.61
0.46
10.37
&#151

10.83

(0.49)
(3.82)
(4.31)
0.10
(0.24)
(0.14)
$42.99

$38.66

28.9%

31.0%
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