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PARTI
Items 1 and 2. BUSINESS AND PROPERTIES

Forward-Looking Statements —Safe Harbor Provisions

This annual report on Form 10-K for the year ended December 31, 2007 contains certain forward-looking statements

covered by the safe harbors provided under Federal securities law and regulations. To the extent such statements are

not recitations of historical fact, forward-looking statements involve risks and uncertainties. In particular, statements

under the captions (a) Production and Reserve Information, (b) Regulatory Status and Potential Environmental

Liability, (c) Management’s Discussion and Analysis of Financial Condition and Results of Operations, (d) Critical
Accounting Policies and Use of Estimates, (e) Quantitative and Qualitative Disclosures about Market Risk, (f) Income

Taxes, (g) Concentration of Credit Risk, (h) Price Risk Management Activities, and (i) Commitments and

Contingencies, among others, contain forward-looking statements. Where the Company expresses an expectation or

belief regarding future results of events, such expression is made in good faith and believed to have a reasonable basis

in fact. However, there can be no assurance that such expectation or belief will actually result or be achieved.

With the uncertainties of forward looking statements in mind, the reader should consider the risks discussed elsewhere
in this report and other documents filed with the Securities and Exchange Commission from time to time and the
following important factors that could cause actual results to differ materially from those expressed in any
forward-looking statement made by or on behalf of the Company.

Business Activities

Adams Resources & Energy, Inc. (“ARE”) and its subsidiaries collectively, (the "Company") are engaged in the
business of marketing crude oil, natural gas and petroleum products; tank truck transportation of liquid chemicals; and
oil and gas exploration and production. Adams Resources & Energy, Inc. is a Delaware corporation organized in
1973. The revenues, operating results and identifiable assets of each industry segment for the three years ended
December 31, 2007 are set forth in Note (10) of Notes to Consolidated Financial Statements included elsewhere
herein.

Crude Oil, Natural Gas and Refined Products Marketing

Gulfmark Energy, Inc. (“Gulfmark™), a subsidiary of ARE, purchases crude oil and arranges sales and deliveries to
refiners and other customers. Activity is concentrated primarily onshore in Texas and Louisiana with additional
operations in Michigan. During 2007, Gulfmark purchased approximately 61,500 barrels per day of crude oil at the
wellhead or lease level. Gulfmark also operates 82 tractor-trailer rigs and maintains over 50 pipeline inventory
locations or injection stations. Gulfmark has the ability to barge oil from five oil storage facilities along the
intercoastal waterway of Texas and Louisiana and maintains 25,000 barrels of storage capacity at certain of the dock
facilities in order to access waterborne markets for its products. Gulfmark arranges transportation for sales to
customers or enters into exchange transactions with third parties when the cost of the exchange is less than the
alternate cost incurred in transporting or storing the crude oil.

Adams Resources Marketing, Ltd. (“ARM”), a subsidiary of ARE, operates as a wholesale purchaser, distributor and
marketer of natural gas. ARM’s focus is on the purchase of natural gas at the producer level. During 2007, ARM
purchased approximately 423,300 mmbtu’s of natural gas per day at the wellhead and pipeline pooling points. Business
is concentrated among approximately 60 independent producers with the primary production areas being the
Louisiana and Texas Gulf Coast and the offshore Gulf of Mexico region. ARM provides value added services to its
customers by providing access to common carrier pipelines and handling daily volume balancing requirements as well
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as risk management services.
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Ada Resources, Inc. (“Ada”), a subsidiary of ARE, markets branded and unbranded refined petroleum products, such as
motor fuels and lubricants. Ada makes purchases based on the supplier’s established distributor prices, with such
prices generally being lower than Ada’s sales price to its customers. Motor fuel sales include automotive gasoline,
aviation gasoline, distillates and jet fuel. Lubricants consist of passenger car motor oils as well as a full complement
of industrial oils and greases. Ada is also involved in the railroad servicing industry, including fueling and lubricating
locomotives as well as performing routine maintenance on the power units. Further, the United States Coast Guard
has certified Ada as a direct-to-vessel approved marine fuel and lube vendor. In addition, the Internal Revenue Service
has approved Ada as a Certified Biodiesel Blender, which provides enhanced margin opportunities. Ada’s marketing
area primarily includes the Texas Gulf Coast and southern Louisiana. The primary product distribution and
warehousing facility is located on 5.5 Company-owned acres in Houston, Texas. The property includes a 60,000
square foot warehouse, 11,000 square feet of office space and bulk storage for 320,000 gallons of lubricating oil.

Generally, as the Company purchases physical quantities of crude oil and natural gas, it establishes a margin by
selling the product for delivery to third parties, such as independent refiners, utilities and/or major energy companies
and other industrial concerns. Through these transactions, the Company seeks to maintain a position that is
substantially balanced between commodity purchase volumes versus sales or future delivery obligations (a “balanced
book™). Crude oil and natural gas are generally purchased at indexed prices that fluctuate with market conditions. The
product is transported and either sold outright at the field level, or buy-sell arrangements (trades) are made in order to
minimize transportation costs or maximize the sales price. Except where matching fixed price arrangements are in
place, the contracted sales price is also tied to an index that fluctuates with market conditions. This reduces the
Company's loss exposure from sudden changes in commodity prices. A key element of profitability is the differential
between market prices at the field level and at the various sales points. Such price differentials vary with local supply
and demand conditions. Unforeseen fluctuations can impact financial results either favorably or unfavorably. In
addition to maintaining a “balanced book” set of transactions, the Company may also purchase or sell hydrocarbon
commodities for speculative purposes (a “spec book™). The Company’s spec book activity is conducted under a set of
internal guidelines designed to monitor and control such activity. The estimated market value of spec book
transactions is calculated and reported in the accompanying financial statements under the caption “Risk Management
Assets and Risk Management Liabilities”. While the Company's policies are designed to minimize market risk, some
degree of exposure to unforeseen fluctuations in market conditions remains.

Operating results are sensitive to a number of factors. Such factors include commodity location, grades of product,
individual customer demand for grades or location of product, localized market price structures, availability of
transportation facilities, actual delivery volumes that vary from expected quantities and timing and costs to deliver the
commodity to the customer. The term “basis risk™ is used to describe the inherent market price risk created when a
commodity of a certain location or grade is purchased, sold or exchanged versus a purchase, sale or exchange of a like
commodity of varying location or grade. The Company attempts to reduce its exposure to basis risk by grouping its
purchase and sale activities by geographical region in order to stay balanced within such designated region. However,
there can be no assurance that all basis risk is or will be eliminated.

Tank Truck Transportation

Service Transport Company (“STC”), a subsidiary of ARE, transports liquid chemicals on a "for hire" basis throughout
the continental United States and Canada. Transportation service is provided to over 400 customers under multiple
load contracts in addition to loads covered under STC’s standard price list. Pursuant to regulatory requirements, STC
holds a Hazardous Materials Certificate of Registration issued by the U.S. Department of Transportation. Presently,
STC operates 322 truck tractors of which 40 are independent owner-operator units. STC also maintains 428 tank
trailers. In addition, STC maintains truck terminals in Houston, Corpus Christi, and Nederland, Texas as well as
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Baton Rouge (St. Gabriel), Louisiana and Mobile (Saraland), Alabama. Transportation operations are headquartered in
Houston at a terminal facility situated on 22 Company-owned acres. The property includes maintenance facilities, an
office building, tank wash rack facilities and a water treatment system. The St. Gabriel, Louisiana terminal is situated
on 11.5 Company-owned acres and includes an office building, maintenance bays and tank cleaning facilities.




Edgar Filing: ADAMS RESOURCES & ENERGY, INC. - Form 10-K

STC is compliant with ISO 9001:2000 Standard. The scope of this Quality System Certificate covers the carriage of
bulk liquids throughout STC’s area of operations as well as the tank trailer cleaning facilities and equipment
maintenance. STC’s quality management process is one of its major assets. The practice of using statistical process
control covering safety, on-time performance and customer satisfaction aids continuous improvement in all areas of
quality service. In addition to its ISO 9001:2000 practices, the American Chemistry Council recognizes STC as a

Responsible Care© Partner. Responsible Care Partners are those companies that serve the chemical industry and

implement and monitor the seven Codes of Management Practices. The seven codes address compliance and

continuing improvement in (1) Community Awareness and Emergency Response, (2) Pollution Prevention, (3)

Process Safety, (4) Distribution, (5) Employee Health and Safety, (6) Product Stewardship and (7) Security.

Oil and Gas Exploration and Production

Adams Resources Exploration Corporation, a subsidiary of ARE, is actively engaged in the exploration and
development of domestic oil and gas properties primarily along the Louisiana and Texas Gulf Coast. Exploration
offices are maintained at the Company's headquarters in Houston and the Company holds an interest in 304 wells of
which 39 are Company operated.

Producing Wells--The following table sets forth the Company's gross and net productive wells as of December 31,
2007. Gross wells are the total number of wells in which the Company has an interest, while net wells are the sum of
the fractional interests owned.

Oil Wells Gas Wells Total Wells
Gross Net Gross Net Gross Net
Texas 58 8.40 87 10.67 145 19.08
Louisiana 11 0.62 22 1.15 33 1.77
Other 84 4.05 42 4.85 126 8.89
153 13.07 151 16.67 304 29.74

Acreage--The following table sets forth the Company's gross and net developed and undeveloped acreage as of
December 31, 2007. Gross acreage represents the Company’s direct ownership and net acreage represents the sum of
the fractional interests owned.

Developed Acreage Undeveloped Acreage
Gross Net Gross Net
Texas 72,836 12,316 119,617 13,461
Louisiana 5,319 302 2,948 205
Other 4,262 754 13,122 2,144
82,417 13,372 135,687 15,810

Drilling Activity--The following table sets forth the Company's drilling activity for each of the three years ended
December 31, 2007. All drilling activity was onshore in Texas, Louisiana and Alabama.

2007 2006 2005
Gross Net Gross Net Gross Net
Exploratory wells drilled
- Productive 3 .15 6 52 4 .33
- Dry 2 .10 3 .35 6 .58

Development wells drilled
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- Productive 18 1.37 26 1.89 20 1.12
- Dry 6 .35 2 .08 5 44
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Production and Reserve Information--The Company's estimated net quantities of proved oil and gas reserves and the
standardized measure of discounted future net cash flows calculated at a 10% discount rate for the three years ended
December 31, 2007, are presented in the table below (in thousands):

December 31,

2007 2006 2005
Crude oil (barrels) 297 396 396
Natural gas (mcf) 7,068 8,300 9,643
Standardized measure of discounted future
net cash flows from oil and gas reserves $ 19,590 $ 18,770 $ 29,960

The estimated value of oil and gas reserves and future net revenues from oil and gas reserves was made by the
Company's independent petroleum engineers. The reserve value estimates provided at December 31, 2007, 2006 and
2005 are based on year-end market prices of $92.50, $57.00 and $57.45 per barrel for crude oil and $7.31, $5.58 and
$9.12 per mcf for natural gas, respectively.

Reserve estimates are based on many subjective factors. The accuracy of reserve estimates depends on the quantity
and quality of geological data, production performance data, the current prices being received and reservoir
engineering data, as well as the skill and judgment of petroleum engineers in interpreting such data. The process of
estimating reserves requires frequent revision of estimates (usually on an annual basis) as additional information is
made available through drilling, testing, reservoir studies and acquiring historical pressure and production data. In
addition, the discounted present value of estimated future net revenues should not be construed as the fair market
value of oil and gas producing properties. Such estimates do not necessarily portray a realistic assessment of current
value or future performance of such properties. Such revenue calculations are based on estimates as to the timing of
oil and gas production, and there is no assurance that the actual timing of production will conform to or approximate
such estimates. Also, certain assumptions have been made with respect to pricing. The estimates assume prices will
remain constant from the date of the engineer's estimates, except for changes reflected under natural gas sales
contracts. There can be no assurance that actual future prices will not vary as industry conditions, governmental
regulation and other factors impact the market price for oil and gas.

The Company's oil and gas production for the three years ended December 31, 2007 was as follows:

Years Ended Crude Oil Natural

December 31, (barrels) Gas (mcf)
2007 69,250 1,182,000
2006 75,900 1,604,000
2005 66,600 1,388,000

Certain financial information relating to the Company's oil and gas division is summarized as follows:

Years Ended December 31,

2007 2006 2005
Average oil and condensate
sales price per barrel $ 7021 $ 6426 $ 54.76
Average natural gas
sales price per mcf $ 754 $ 753 $ 8.43
Average production cost, per equivalent
barrel, charged to expense $ 1532 § 1240 $ 9.48
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For comparative purposes, prices received by the Company’s oil and gas division at varying points in time during 2007
were as follows:

Crude O11  Natural Gas

Average Annual Price for 2007 $ 7021 $ 7.54
Average Price during December 2007 $ 8935 § 7.87
Average Price on December 31, 2007 $ 9250 $ 7.31
4
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North Sea Exploration Licenses-- In the United Kingdom’s Central Sector of the North Sea, the Company holds an
undivided 30 percent working interest in Blocks 21-1b, 21-2b and 21-3d. These Blocks are located approximately 200
miles east of Aberdeen, Scotland not far from the Forties and Buchan Fields. Together with its joint interest partners,
the Company obtained its interests through the United Kingdom’s “Promote License” program and the license was
awarded in February 2007. A Promote License affords the opportunity to analyze and assess the licensed acreage for
an initial two-year period without the stringent financial requirements of the more traditional Exploration
License. The two-year licensing period should provide sufficient time to promote the actual drilling of a well to
potential third party investors. The Company and its joint interest partners expect to confirm the existence of an
exploration prospect to promote to other investors prior to drilling. The Company also holds an approximate nine
percent equity interest in a promote licensing right to Block 42-27b located in the Southern Sector of the U. K. North
Sea. None of the Company’s joint interest partners are affiliates of the Company.

The Company has had no reports to federal authorities or agencies of estimated oil and gas reserves except for a
required report on the Department of Energy’s “Annual Survey of Domestic Oil and Gas Reserves.” The Company is
not obligated to provide any fixed and determinable quantities of oil or gas in the future under existing contracts or
agreements associated with its oil and gas exploration and production segment.

Reference is made to Note (12) of the Notes to Consolidated Financial Statements for additional disclosures relating to
oil and gas exploration and production activities.

Environmental Compliance and Regulation

The Company is subject to an extensive variety of evolving United States federal, state and local laws, rules and
regulations governing the storage, transportation, manufacture, use, discharge, release and disposal of product and
contaminants into the environment, or otherwise relating to the protection of the environment. Presented below is a
non-exclusive listing of the environmental laws that potentially impact the Company’s activities.

— The Solid Waste Disposal Act, as amended by the Resource Conservation and Recovery Act of 1976, as amended.
— Comprehensive Environmental Response, Compensation and Liability Act of 1980 ("CERCLA" or "Superfund"),
as amended.
— The Clean Water Act of 1972, as amended.
— Federal Oil Pollution Act of 1990, as amended.
— The Clean Air Act of 1970, as amended.
— The Toxic Substances Control Act of 1976, as amended.
— The Emergency Planning and Community Right-to-Know Act.
— The Occupational Safety and Health Act of 1970, as amended.
— Texas Clean Air Act.
— Texas Solid Waste Disposal Act.
— Texas Water Code.
— Texas Oil Spill Prevention and Response Act of 1991, as amended.

Railroad Commission of Texas (“RRC”)--The RRC regulates, among other things, the drilling and operation of oil and
gas wells, the operation of oil and gas pipelines, the disposal of oil and gas production wastes and certain storage of
unrefined oil and gas. RRC regulations govern the generation, management and disposal of waste from such oil and
gas operations and provide for the clean up of contamination from oil and gas operations. The RRC has promulgated
regulations that provide for civil and/or criminal penalties and/or injunctive relief for violations of the RRC
regulations.
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Louisiana Office of Conservation--has primary statutory responsibility for regulation and conservation of oil, gas, and

other natural resources in the State of Louisiana. Their objectives are to (i) regulate the exploration and production of

oil, gas and other hydrocarbons; (ii) control and allocate energy supplies and distribution; and (iii) protect public

safety and the State’s environment from oilfield waste, including regulation of underground injection and disposal
practices.

State and Local Government Regulation--Many states are authorized by the Environmental Protection Agency (“EPA”)
to enforce regulations promulgated under various federal statutes. In addition, there are numerous other state and
local authorities that regulate the environment, some of which impose more stringent environmental standards than
federal laws and regulations. The penalties for violations of state law vary, but typically include injunctive relief,
recovery of damages for injury to air, water or property and fines for non-compliance.

Oil and Gas Operations--The Company's oil and gas drilling and production activities are subject to laws and
regulations relating to environmental quality and pollution control. One aspect of the Company's oil and gas operation
is the disposal of used drilling fluids, saltwater, and crude oil sediments. In addition, low-level naturally occurring
radiation may, at times, occur with the production of crude oil and natural gas. The Company's policy is to comply
with environmental regulations and industry standards. Environmental compliance has become more stringent and the
Company, from time to time, may be required to remediate past practices. Management believes that such required
remediation in the future, if any, will not have a material adverse impact on the Company's financial position or results
of operations.

All states in which the Company owns producing oil and gas properties have statutory provisions regulating the
production and sale of crude oil and natural gas. Regulations typically require permits for the drilling of wells and
regulate the spacing of wells, the prevention of waste, protection of correlative rights, the rate of production,
prevention and clean-up of pollution and other matters.

Marketing Operations--The Company's marketing facilities are subject to a number of state and federal environmental
statutes and regulations, including the regulation of underground fuel storage tanks. While the Company does not
own or operate underground tanks as of December 31, 2007, historically, the Company has been an owner and
operator of underground storage tanks. The EPA's Office of Underground Tanks and applicable state laws establish
regulations requiring owners or operators of underground fuel tanks to demonstrate evidence of financial
responsibility for the costs of corrective action and the compensation of third parties for bodily injury and property
damage caused by sudden and non-sudden accidental releases arising from operating underground tanks. In addition,
the EPA requires the installation of leak detection devices and stringent monitoring of the ongoing condition of
underground tanks. Should leakage develop in an underground tank, the operator is obligated for clean up
costs. During the period when the Company was an operator of underground tanks, it secured insurance covering both
third party liability and clean up costs.

Transportation Operations--The Company's tank truck operations are conducted pursuant to authority of the United
States Department of Transportation (“DOT”) and various state regulatory authorities. The Company's transportation
operations must also be conducted in accordance with various laws relating to pollution and environmental
control. Interstate motor carrier operations are subject to safety requirements prescribed by DOT. Matters such as
weight and dimension of equipment are also subject to federal and state regulations. DOT regulations also require
mandatory drug testing of drivers and require certain tests for alcohol levels in drivers and other safety personnel. The
trucking industry is subject to possible regulatory and legislative changes such as increasingly stringent environmental
regulations or limits on vehicle weight and size. Regulatory change may affect the economics of the industry by
requiring changes in operating practices or by changing the demand for common or contract carrier services or the
cost of providing truckload services. In addition, the Company’s tank wash facilities are subject to increasingly more
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stringent local, state and federal environmental regulations.
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The Company has implemented security procedures for drivers and terminal facilities. Satellite tracking transponders
installed in the power units are used to communicate en route emergencies to the Company and to maintain constant
information as to the unit’s location. If necessary, the Company’s terminal personnel will notify local law enforcement
agencies. In addition, the Company is able to advise a customer of the status and location of their loads. Remote
cameras and better lighting coverage in the staging and parking areas have augmented terminal security.

Regulatory Status and Potential Environmental Liability--The operations and facilities of the Company are subject to
numerous federal, state and local environmental laws and regulations including those described above, as well as
associated permitting and licensing requirements. The Company regards compliance with applicable environmental
regulations as a critical component of its overall operation, and devotes significant attention to providing quality
service and products to its customers, protecting the health and safety of its employees, and protecting the Company’s
facilities from damage. Management believes the Company has obtained or applied for all permits and approvals
required under existing environmental laws and regulations to operate its current business. Management has reported
that the Company is not subject to any pending or threatened environmental litigation or enforcement action(s), which
could materially and adversely affect the Company's business. While the Company has, where appropriate,
implemented operating procedures at each of its facilities designed to assure compliance with environmental laws and
regulation, the Company, given the nature of its business, is subject to environmental risks and the possibility remains
that the Company's ownership of its facilities and its operations and activities could result in civil or criminal
enforcement and public as well as private action(s) against the Company, which may necessitate or generate
mandatory clean up activities, revocation of required permits or licenses, denial of application for future permits, or
significant fines, penalties or damages, any and all of which could have a material adverse effect on the Company. At
December 31, 2007, the Company is unaware of any unresolved environmental issues for which additional accounting
accruals are necessary.

Employees

At December 31, 2007 the Company employed 742 persons, 14 of whom were employed in the exploration and
production of oil and gas, 266 in the marketing of crude oil, natural gas and petroleum products, 449 in transportation
operations, and 13 in administrative capacities. None of the Company's employees are represented by a
union. Management believes its employee relations are satisfactory.

Federal and State Taxation

The Company is subject to the provisions of the Internal Revenue Code of 1986, as amended (the “Code”). In
accordance with the Code, the Company computes its income tax provision based on a 34 percent tax rate. The
Company's operations are, in large part, conducted within the State of Texas. Texas operations are subject to a
one-half percent state tax on its revenues net of cost of goods sold as defined by the state. Oil and gas activities are
also subject to state and local income, severance, property and other taxes. Management believes the Company is
currently in compliance with all federal and state tax regulations.

Available Information

As a public company, the Company is required to file periodic reports, as well as other information, with the
Securities and Exchange Commission (“SEC”) within established deadlines. Any document filed with the SEC may be
viewed or copied at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. Additional
information regarding the Public Reference Room can be obtained by calling the SEC at (800) SEC-0330. The
Company’s SEC filings are also available to the public through the SEC’s web site located at http://www.sec.gov.
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The Company maintains a corporate website at http://www.adamsresources.com, on which investors may access free
of charge the annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to those reports as soon as is reasonably practicable after filing or furnishing such material with the
SEC. The information contained on or accessible from the Company’s website does not constitute a part of this report
and is not incorporated by reference herein. The Company will also provide a printed copy of any of these
aforementioned documents free of charge upon request.

Item 1A RISK FACTORS
Fluctuations in oil and gas prices could have an effect on the Company.

The Company’s future financial condition, revenues, results of operations and future rate of growth are materially
affected by oil and gas prices. Oil and gas prices historically have been volatile and are likely to continue to be
volatile in the future. Moreover, oil and gas prices depend on factors outside the control of the Company. These
factors include:

¢ supply and demand for oil and gas and expectations regarding supply and demand;
e political conditions in other oil-producing countries, including the possibility of insurgency or war in such areas;
e economic conditions in the United States and worldwide;
e governmental regulations;
e the price and availability of alternative fuel sources;
e weather conditions; and
e market uncertainty.

Revenues are generated under contracts that must be periodically renegotiated.

Substantially all of the Company’s revenues are generated under contracts which expire periodically or which must be
frequently renegotiated, extended or replaced. Whether these contracts are renegotiated, extended or replaced is often
times subject to factors beyond the Company’s control. Such factors include sudden fluctuations in oil and gas prices,
counterparty ability to pay for or accept the contracted volumes and most importantly, an extremely competitive
marketplace for the services offered by the Company. There is no assurance that the costs and pricing of the
Company’s services can remain competitive in the marketplace or that the Company will be successful in renegotiating
its contracts.

Anticipated or scheduled volumes will differ from actual or delivered volumes.

The Company’s crude oil and natural gas marketing operation purchases initial production of crude oil and natural gas
at the wellhead under contracts requiring the Company to accept the actual volume produced. The resale of such
production is generally under contracts requiring a fixed volume to be delivered. The Company estimates its
anticipated supply and matches such supply estimate for both volume and pricing formulas with committed sales
volumes. Since actual wellhead volumes produced will never equal anticipated supply, the Company’s marketing
margins may be adversely impacted. In many instances, any losses resulting from the difference between actual
supply volumes compared to committed sales volumes must be absorbed by the Company.

Environmental liabilities and environmental regulations may have an adverse effect on the Company.
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The Company’s business is subject to environmental hazards such as spills, leaks or any discharges of petroleum
products and hazardous substances. These environmental hazards could expose the Company to material liabilities for

property damage, personal injuries and/or environmental harms, including the costs of investigating and rectifying

contaminated properties.
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Environmental laws and regulations govern many aspects of the Company’s business, such as drilling and exploration,
production, transportation and waste management. Compliance with environmental laws and regulations can require

significant costs or may require a decrease in production. Moreover, noncompliance with these laws and regulations

could subject the Company to significant administrative, civil or criminal fines or penalties.

Counterparty credit default could have an adverse effect on the Company.

The Company’s revenues are generated under contracts with various counterparties. Results of operations would be
adversely affected as a result of non-performance by any of these counterparties of their contractual obligations under
the various contracts. A counterparty’s default or non-performance could be caused by factors beyond the Company’s
control. A default could occur as a result of circumstances relating directly to the counterparty, or due to
circumstances caused by other market participants having a direct or indirect relationship with such counterparty. The
Company seeks to mitigate the risk of default by evaluating the financial strength of potential counterparties; however,
despite mitigation efforts, defaults by counterparties may occur from time to time.

The Company’s business is dependent on the ability to obtain credit.

The Company’s future development and growth depends in part on its ability to successfully enter into credit
arrangements with banks, suppliers and other parties. Credit agreements are relied upon as a significant source of
liquidity for capital requirements not satisfied by operating cash flow. If the Company is unable to obtain credit on
reasonable and competitive terms, its ability to continue exploration, pursue improvements, make acquisitions and
continue future growth will be limited. There is no assurance that the Company will be able to enter into such future
credit arrangements on commercially reasonable terms.

Operations could result in liabilities that may not be fully covered by insurance.

The oil and gas business involves certain operating hazards such as well blowouts, explosions, fires and
pollution. Any of these operating hazards could cause serious injuries, fatalities or property damage, which could
expose the Company to liability. The payment of any of these liabilities could reduce, or even eliminate, the funds
available for exploration, development, and acquisition, or could result in a loss of the Company’s properties and may
even threaten survival of the enterprise.

Consistent with the industry standard, the Company’s insurance policies provide limited coverage for losses or
liabilities relating to pollution, with broader coverage for sudden and accidental occurrences. Insurance might be

inadequate to cover all liabilities. Moreover, from time to time, obtaining insurance for the Company’s line of business
can become difficult and costly. Typically, when insurance cost escalates, the Company may reduce its level of

coverage and more risk may be retained to offset cost increases. If substantial liability is incurred and damages are

not covered by insurance or exceed policy limits, the Company’s operation and financial condition could be materially
adversely affected.

Changes in tax laws or regulations could adversely affect the Company.

The Internal Revenue Service, the United States Treasury Department and Congress frequently review federal income
tax legislation. The Company cannot predict whether, when or to what extent new federal tax laws, regulations,
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interpretations or rulings will be adopted. Any such legislative action may prospectively or retroactively modify tax
treatment and, therefore, may adversely affect taxation of the Company.
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The Company’s business is subject to changing government regulations.

Federal, state or local government agencies may impose environmental, labor or other regulations that increase costs

and/or terminate or suspend operations. The Company’s business is subject to federal, state and local laws and
regulations. These regulations relate to, among other things, the exploration, development, production and

transportation of oil and gas. Existing laws and regulations could be changed, and any changes could increase costs of

compliance and costs of operations.

Estimating reserves, production and future net cash flow is difficult.

Estimating oil and gas reserves is a complex process that involves significant interpretations and assumptions. It
requires interpretation of technical data and assumptions relating to economic factors such as future commodity
prices, production costs, severance and excise taxes, capital expenditures and remedial costs, and the assumed effect
of governmental regulation. As a result, actual results may differ from our estimates. Also, the use of a 10 percent
discount factor for reporting purposes, as prescribed by the SEC, may not necessarily represent the most appropriate
discount factor, given actual interest rates and risks to which the Company’s business is subject. Any significant
variations from the Company’s estimates could cause the estimated quantities and net present value of the Company’s
reserves to differ materially.

The reserve data included in this report is only an estimate. The reader should not assume that the present values

referred to in this report represent the current market value of the Company’s estimated oil and gas reserves. The
timing of the production and the expenses from development and production of oil and gas properties will affect both

the timing of actual future net cash flows from the Company’s proved reserves and their present value.

The Company’s business is dependent on the ability to replace reserves.

Future success depends in part on the Company’s ability to find, develop and acquire additional oil and gas
reserves. Without successful acquisition or exploration activities, reserves and revenues will decline as a result of
current reserves being depleted by production. The successful acquisition, development or exploration of oil and gas
properties requires an assessment of recoverable reserves, future oil and gas prices and operating costs, potential
environmental and other liabilities, and other factors. These assessments are necessarily inexact. As a result, the
Company may not recover the purchase price of a property from the sale of production from the property, or may not
recognize an acceptable return from properties acquired. In addition, exploration and development operations may not
result in any increases in reserves. Exploration or development may be delayed or canceled as a result of inadequate
capital, compliance with governmental regulations or price controls or mechanical difficulties. In the future, the cost
to find or acquire additional reserves may become unacceptable.

Fluctuations in commodity prices could have an adverse effect on the Company.

Revenues depend on volumes and rates, both of which can be affected by the prices of oil and gas. Decreased prices

could result in a reduction of the volumes purchased or transported by the Company’s customers. The success of the
Company’s operations is subject to continued development of additional oil and gas reserves. A decline in energy
prices could precipitate a decrease in these development activities and could cause a decrease in the volume of

reserves available for processing and transmission. Fluctuations in energy prices are caused by a number of factors,

including:

¢ regional, domestic and international supply and demand;
e availability and adequacy of transportation facilities;

e energy legislation;
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e federal and state taxes, if any, on the sale or transportation of natural gas;
¢ abundance of supplies of alternative energy sources;
e political unrest among oil producing countries; and
® opposition to energy development in environmentally sensitive areas.
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Revenues are dependent on the ability to successfully complete drilling activity.

Drilling and exploration are one of the main methods of replacing reserves. However, drilling and exploration
operations may not result in any increases in reserves for various reasons. Drilling and exploration may be curtailed,
delayed or cancelled as a result of:

¢ lack of acceptable prospective acreage;
¢ inadequate capital resources;
e weather;
e title problems;
e compliance with governmental regulations; and
* mechanical difficulties.

Moreover, the costs of drilling and exploration may greatly exceed initial estimates. In such a case, the Company
would be required to make additional expenditures to develop its drilling projects. Such additional and unanticipated
expenditures could adversely affect the Company’s financial condition and results of operations.

General economic conditions and demand for chemical based trucking services.

Customer demand for the Company’s products and services is substantially dependent upon the general economic
conditions for the United States. Particularly, demand for liquid chemical truck transportation services is dependent
on activity within the petrochemical sector of the U. S. economy. Chemical sector demand typically varies with the
housing and auto markets as well as the relative strength of the U. S. dollar to foreign currencies.

Security issues related to drivers and terminal facilities

The Company transports liquid combustible materials such as gasoline and petrochemicals. Such materials may be a
target for terrorist attacks. The Company employs a variety of security measures to mitigate the risk of such events.

Current and future litigation could have an adverse effect on the Company.

The Company is currently involved in several administrative and civil legal proceedings in the ordinary course of its
business. Moreover, as incidental to operations, the Company sometimes becomes involved in various lawsuits and/or
disputes. Lawsuits and other legal proceedings can involve substantial costs, including the costs associated with
investigation, litigation and possible settlement, judgment, penalty or fine. Although insurance is maintained to
mitigate these costs, there can be no assurance that costs associated with lawsuits or other legal proceedings will not
exceed the limits of insurance policies. The Company’s results of operations could be adversely affected if a
judgment, penalty or fine is not fully covered by insurance.

Item 1B UNRESOLVED STAFF COMMENTS

None
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Item 3. LEGAL PROCEEDINGS

In March 2004, a suit styled Le Petit Chateau De Luxe, et. al. vs Great Southern Oil & Gas Co., et. al. was filed in the

Civil District Court for Orleans Parish, Louisiana against ARE and its subsidiary, Adams Resources Exploration

Corporation, among other defendants. The suit alleges that certain property in Acadia Parish, Louisiana was

environmentally contaminated by oil and gas exploration and production activities during the 1970s and 1980s. An

alleged amount of damage has not been specified. Management believes the Company has consistently conducted its

oil and gas exploration and production activities in accordance with all environmental rules and regulations in effect at

the time of operation. Management notified its insurance carrier about this claim, and thus far the insurance carrier

has declined to offer coverage. The Company intends to litigate this matter with its insurance carrier if this matter is

not resolved to the Company’s satisfaction. In any event, management does not believe the outcome of this matter will
have a material adverse effect on the Company’s financial position or results of operations.

From time to time as incident to its operations, the Company becomes involved in various lawsuits and/or
disputes. Primarily as an operator of an extensive trucking fleet, the Company is a party to motor vehicle accidents,
worker compensation claims and other items of general liability as would be typical for the industry. Except as
disclosed herein, management of the Company is presently unaware of any claims against the Company that are either
outside the scope of insurance coverage, or that may exceed the level of insurance coverage, and could potentially
represent a material adverse effect on the Company’s financial position or results of operations.

Item 4. SUBMISSION OF MATTER TO A VOTE OF SECURITY HOLDERS

None.
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PART II

Item MARKET FOR THE REGISTRANT'S COMMON STOCK, RELATED SECURITY HOLDER MATTERS
5. AND ISSUER REPURCHASE OF EQUITY SECURITIES

The Company's common stock is traded on the American Stock Exchange. The following table sets forth the high and
low sales prices of the common stock as reported by the American Stock Exchange for each calendar quarter since

January 1, 2006.

American Stock Exchange

High Low

2006

First Quarter $ 29.00 $ 22.70
Second Quarter 44.60 25.30
Third Quarter 44.33 33.00
Fourth Quarter 39.30 28.73
2007

First Quarter $ 40.85 $ 26.95
Second Quarter 41.40 27.91
Third Quarter 30.65 20.06
Fourth Quarter 32.85 24.29

At March 10, 2008, there were approximately 287 holders of record of the Company's common stock and the closing
stock price was $26.50 per share. The Company has no securities authorized for issuance under equity compensation
plans. The Company made no repurchases of its stock during 2007 and 2006.

On December 17, 2007, the Company paid an annual cash dividend of $.47 per common share to common
stockholders of record on December 3, 2007. On December 15, 2006, the Company paid an annual cash dividend of
$.42 per common share to common stockholders of record on December 1, 2006. On December 15, 2005, the
Company paid an annual cash dividend of $.37 per common share to common stockholders of record on December 2,
2005. Such dividends totaled $1,982,129, $1,771,390 and $1,560,510 for each of 2007, 2006 and 2005, respectively.

The terms of the Company's bank loan agreement require the Company to maintain consolidated net worth in excess

of $60,529,000. Should the Company’s net worth fall below this threshold, the Company may be restricted from
payment of additional cash dividends on the Company's common stock.
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Performance Graph

The performance graph shown below was prepared under the applicable rules of the Securities and Exchange
Commission based on data supplied by Standard & Poor’s Compustat. The purpose of the graph is to show
comparative total stockholder returns for the Company versus other investment options for a specified period of

time. The graph was prepared based upon the following assumptions:

1. $100.00 was invested on December 31, 2002 in the Company’s common stock, the S&P 500 Index, and the

S&P 500 Integrated Oil and Gas Index.

2. Dividends are reinvested on the ex-dividend dates.

Note: The stock price performance shown on the graph below is not necessarily indicative of future price

performance.

Company / Index

ADAMS RESOURCES &
ENERGY INC

S&P 500 INDEX

S&P 500 INTEGRATED OIL &
GAS
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Base
Period
Dec02

100
100

100

Dec03

262.48
128.68

126.71

INDEXED RETURNS
Years Ending

Dec04  Dec05 Dec06

34748 45741  611.36

142.69  149.70  173.34

163.24  192.02 258091

Dec07

531.67
182.86

336.20
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Item 6. SELECTED FINANCIAL DATA

FIVE YEAR REVIEW OF SELECTED FINANCIAL DATA

Years Ended December 31,
2007 2006 2005 2004 2003

Revenues: (In thousands, except per share data)
Marketing $ 2,558,545 $ 2,167,502 $ 2,292,029 $ 2,010,968 $ 1,676,727
Transportation 63,894 62,151 57,458 47,323 35,806
Oil and gas 13,783 16,950 15,346 10,796 8,395

$ 2,636,222 $ 2,246,603 $ 2,364,833 $ 2,069,087 $ 1,720,928
Operating Earnings:
Marketing $ 20152 $ 12,975 $§ 22481 $ 13,597 $ 12,117
Transportation 5,504 5,173 5,714 5,687 973
Oil and gas operations (2,853) 5,355 6,765 2,362 2,310
Oil and gas property sale 12,078 - - - -
General and administrative (10,974) (8,536) (9,668) (7,867) (6,299)

23,907 14,967 25,292 13,779 9,101

Other income (expense):
Interest income 1,741 965 188 62 362
Interest expense (134) (159) (128) (107) (108)
Earnings from continuing operations
before income taxes and cumulative
effect of accounting change 25,514 15,773 25,352 13,734 9,355
Income tax provision 8,458 5,290 8,583 4,996 3,013
Earnings from continuing operations 17,056 10,483 16,769 8,738 6,342
Earnings (loss) from discontinued
operations, net of taxes - - 872 (130) (3,148)
Earnings before cumulative effect
of accounting change 17,056 10,483 17,641 8,608 3,194
Cumulative effect of accounting
change, net of taxes - - - - (92)
Net earnings $ 17056 $ 10483 $ 17,641 $ 8,608 $ 3,102

28



