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Distributions in 2003

From Investment Income (paid or declared) $ 0.17 
From Net Realized Gains 0.09 

Total $ 0.26 

2003 Dividend Payment Dates

March 1, 2003

June 1, 2003

September 1, 2003*

December 27, 2003*

*Anticipated

FIRST QUARTER REPORT

March 31, 2003

Edgar Filing: PETROLEUM & RESOURCES CORP - Form N-30D

2



LETTER TO STOCKHOLDERS

We submit herewith the financial statements of the Corporation for the three months ended March 31, 2003. In addition, there is a schedule of
investments provided along with other financial information.

Net assets of the Corporation at March 31, 2003 were $20.45 per share on 21,460,567 shares outstanding, compared with $20.98 per share at
December 31, 2002 on 21,510,067 shares outstanding. On March 1, 2003, a distribution of $0.13 per share was paid, consisting of $0.09 from
2002 long-term capital gain, $0.03 from 2002 investment income and $0.01 from 2003 investment income, all taxable in 2003. A 2003 income
dividend of $0.13 per share has been declared to shareholders of record May 16, 2003, payable June 1, 2003.

Net investment income for the three months ended March 31, 2003 amounted to $1,627,272, compared with $1,608,637 for the same period in
2002. These earnings are equal to $0.08 per share on the average number of shares outstanding during each period.

Net capital gain realized on investments for the three months ended March 31, 2003 amounted to $2,245,818, the equivalent of $0.10 per share.

The Annual Meeting, held on March 25, 2003 in Chicago, Illinois, was well attended by shareholders. The results of the voting at the Annual
Meeting are shown on page 12.

As noted in a prior report, Mr. Richard F. Koloski retired from the Corporation effective March 31, 2003. Mr. Koloski had been with the
Corporation for over twenty-four years, initially as an energy analyst. He was elected President and senior portfolio manager in 1986. Mr.
Koloski�s years of service wererecognized by the Board of Directors and shareholders at the Annual Meeting. His many contributions to the
Corporation over the years are greatly appreciated by his colleagues and by the Board and his wisdom, particularly in the area of the energy
industry, will be missed. We wish him the very best in his retirement.

Current and potential shareholders 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, at its site on the Internet. The address for the site is www.peteres.com. Also available at the
website are a brief history of the Corporation, historical financial information, and more general industry material. Further information regarding
shareholder services is located on page 13 of this report.

The Corporation is an internally-managed equity fund emphasizing petroleum and other natural resource investments. The investment policy of
the fund is based on the primary objectives of preservation of capital, the attainment of reasonable income from investments, and an opportunity
for capital appreciation.

By order of the Board of Directors,

Douglas G. Ober,
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Chairman, President and

Chief Executive Officer

April 18, 2003
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STATEMENT OF ASSETS AND LIABILITIES

March 31, 2003

(unaudited)

Assets
Investments* at value:
Common stocks and convertible securities
(cost $284,358,676) $ 390,633,969
Short-term investments (cost $47,640,475) 47,640,475 $ 438,274,444

Cash 56,694
Securities lending collateral 38,293,707
Receivables:
Investment securities sold 12,500
Dividends and interest 489,582
Prepaid expenses and other assets 1,781,434

Total Assets 478,908,361

Liabilities
Investment securities purchased 190,988
Open written option contracts at value (proceeds $172,944) 117,325
Obligations to return securities lending collateral 38,293,707
Accrued expenses 1,344,590

Total Liabilities 39,946,610

Net Assets $ 438,961,751

Net Assets
Common Stock at par value $1.00 per share, authorized 50,000,000 shares; issued and outstanding
21,460,567 shares $ 21,460,567
Additional capital surplus 306,757,064
Undistributed net investment income 2,242,389
Undistributed net realized gain on investments 2,170,819
Unrealized appreciation on investments 106,330,912

Net Assets Applicable to Common Stock $ 438,961,751

Net Asset Value Per Share of Common Stock $20.45

Edgar Filing: PETROLEUM & RESOURCES CORP - Form N-30D

5



* See Schedule of Investments on pages 8 and 9.

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

Three Months Ended March 31, 2003

(unaudited)

Investment Income
Income:
Dividends $ 2,214,916
Interest and other income 160,764

Total income 2,375,680

Expenses:
Investment research 287,577
Administration and operations 165,733
Directors� fees 58,500
Reports and stockholder communications 77,823
Transfer agent, registrar and custodian expenses 44,659
Auditing and accounting services 19,259
Legal services 2,279
Occupancy and other office expenses 64,096
Travel, telephone and postage 15,573
Other 12,909

Total expenses 748,408

Net Investment Income 1,627,272

Realized Gain and Change in Unrealized Appreciation on Investments
Net realized gain on security transactions 2,245,818
Change in unrealized appreciation on investments (12,449,695)

Net Loss on Investments (10,203,877)

Change in Net Assets Resulting from Operations $ (8,576,605)

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CHANGES IN NET ASSETS

Three Months Ended
March 31, 2003

Year Ended
December 31, 2002

(unaudited)
From Operations:
Net investment income $ 1,627,272 $ 8,983,077
Net realized gain on investments 2,245,818 14,332,921
Change in unrealized appreciation on investments (12,449,695) (82,017,470)

Change in net assets resulting from operations (8,576,605) (58,701,472)

Dividends to Stockholders from:
Net investment income (859,774) (9,069,217)
Net realized gain from investment transactions (1,934,492) (14,302,830)

Decrease in net assets from distributions (2,794,266) (23,372,047)

From Capital Share Transactions:
Value of shares issued in payment of distributions �    9,954,365
Cost of shares purchased (Note 4) (942,841) (3,097,181)

Change in net assets from capital share transactions (942,841) 6,857,184

Total Decrease in Net Assets (12,313,712) (75,216,335)

Net Assets:
Beginning of period 451,275,463 526,491,798

End of period (including undistributed net investment
income of $2,242,389 and $1,474,891, respectively) $ 438,961,751 $ 451,275,463

The accompanying notes are an integral part of the financial statements.
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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�s investment objectives as well as the nature and risk of its investment transactions are set forth in the Corporation�s
registration statement.

Security Valuation�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) are valued at amortized cost. Purchased and written options are valued at the last quoted asked price.

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 identified cost. Dividend income and distributions to shareholders are recognized on the ex-dividend
date, and interest income is recognized on the accrual basis.

2.    FEDERAL INCOME TAXES

The Corporation�s policy is to distribute all of its taxable income to its shareholders in compliance with the requirements of the Internal Revenue
Code applicable to regulated investment companies. Therefore, no federal income tax provision is required. For federal income tax purposes, the
identified cost of securities, including options, at March 31, 2003 was $332,086,653, and net unrealized appreciation aggregated $106,360,735,
of which the related gross unrealized appreciation and depreciation were $152,288,276 and $45,927,541, respectively.

Distributions are determined in accordance with income tax regulations which may differ from generally accepted accounting principles.
Accordingly, annual reclassifications are made within the Corporation�s capital accounts to reflect income and gains available for distribution
under income tax regulations.

3.    INVESTMENT TRANSACTIONS

Purchases and sales of portfolio securities, other than options and short-term investments, during the three months ended March 31, 2003 were
$4,256,167 and $3,821,999, respectively. Options may be written (sold) or purchased by the Corporation. The Corporation, as writer of an
option, bears the market risk of an unfavorable change in the price of the security underlying the written option. The risk associated with
purchasing an option is limited to the premium originally paid. A schedule of outstanding option contracts as of March 31, 2003 can be found on
page 10.

Transactions in written covered call and collateralized put options during the three months ended March 31, 2003 were as follows:
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Covered Calls Collateralized Puts

Contracts Premiums Contracts Premiums

Options outstanding, December 31, 2002 625 $ 58,228 300 $ 32,392
Options written 450 57,598 900 137,445
Options terminated in closing purchase
transactions �  �  (100) (10,143)
Options expired (625) (58,228) (400) (44,348)

Options outstanding, March 31, 2003 450 $ 57,598 700 $ 115,346

All investment decisions are made by a committee, and no one person is primarily responsible for making recommendations to that committee.

4.    CAPITAL STOCK

The Corporation has 5,000,000 authorized and unissued preferred shares without par value.

On December 27, 2002, the Corporation issued 521,854 shares of its Common Stock at a price of $19.075 per share (the average market price on
December 9, 2002) to stockholders of record November 25, 2002 who elected to take stock in payment of the distribution from 2002 capital gain
and investment income.

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 2003 and 2002 were as follows:

Shares Amount

Three months
ended

March 31,
2003 Year ended December 31, 2002

Three months
ended

March 31,
2003

Year ended
December 31,

2002

Shares issued in payment of dividends  � 521,854 $      �  $ 9,954,365
Shares purchased
(at a weighted average discount from net
asset value of 8.5%
and 8.9%, respectively) (49,500) (159,350) (942,841) (3,097,181)

Net change (49,500) 362,504 $ (942,841) $ 6,857,184
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NOTES TO FINANCIAL STATEMENTS (continued)

The cost of the 64,400 shares of Common Stock held by the Corporation at March 31, 2003 and the 14,900 shares of Common Stock held at
December 31, 2002 amounted to $1,228,058 and $285,217 on each respective date.

The Corporation has an employee incentive stock option and stock appreciation rights plan which provides for the issuance of options and stock
appreciation rights for the purchase of up to 895,522 shares of the Corporation�s Common Stock at 100% of the fair market value at date of grant.
Options are exercisable beginning not less than one year after the date of grant and extend and vest over ten years from the date of grant. Stock
appreciation rights are exercisable beginning not less than two years after the date of grant and extend over the period during which the option is
exercisable. The stock appreciation rights allow the holders to surrender their rights to exercise their options and receive cash or shares in an
amount equal to the difference between the option price and the fair market value of the common stock at the date of surrender.

Under the plan, the exercise price of the options and related stock appreciation rights is reduced by the per share amount of capital gain paid by
the Corporation during subsequent years. At the beginning of 2003, there were 152,012 options outstanding at a weighted average exercise price
of $18.0662 per share. During the three months ended March 31, 2003, the Corporation granted options including stock appreciation rights for
21,258 shares of Common Stock with an exercise price of $19.285. Stock options and stock appreciation rights relating to 25,943 shares, and
having a weighted average exercise price of $19.4609, were cancelled. At March 31, 2003, there were outstanding exercisable options to
purchase 56,746 common shares at $9.0317-$25.2538 per share (weighted average price of $16.0757) and unexercisable options to purchase
90,581 common shares at $11.6367-$25.2538 per share (weighted average price of $19.0276). The weighted average remaining contractual life
of outstanding exercisable and unexercisable options was 4.6275 years and 6.9297 years, respectively. The total compensation expense for stock
options and stock appreciation rights recognized for the three months ended March 31, 2003 was $(6,322). At March 31, 2003, there were
279,614 shares available for future option grants.
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