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Forward-Looking Statements

As provided by the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, certain statements
included throughout this Annual Report on Form 10-K, and in particular under the sections entitled Item 1. Business, Item 3.
Legal Proceedings, and Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations,
relating to matters that are not historical fact are forward-looking statements that represent management’s beliefs and
assumptions based on currently available information. These forward-looking statements relate to matters such as our industry,
business strategy, future operations, our expectations for margins and crack spreads, the discount between West Texas
Intermediate ("WTI") crude oil and Dated Brent crude oil as well as the discount between WTI Cushing and WTI Midland
crude oils, projects to increase our capacity to process West Texas Sour ("WTS") crude oil, additions to pipeline capacity in the
Permian Basin and at Cushing, Oklahoma, crude oil production in the Permian Basin as well as a project to gather and store
crude oil in the Permian Basin, taxes, capital expenditures, liquidity and capital resources, certain strategic initiatives we are
considering in order to deliver additional value to our shareholders, our working capital requirements, our planned share
repurchases, and other financial and operating information. Forward-looking statements also include those regarding the timing
of completion of certain operational improvements we are making at our refineries, future operational and refinery efficiencies
and cost savings, timing of future maintenance turnarounds, the amount or sufficiency of future cash flows and earnings
growth, future expenditures, future contributions related to pension and postretirement obligations, our ability to manage our
inventory price exposure through commodity hedging instruments, the impact on our business of existing and future state and
federal regulatory requirements, environmental loss contingency accruals, projected remediation costs or requirements, and the
expected outcomes of legal proceedings in which we are involved. We have used the words “anticipate,” “assume,” “believe,”
“budget,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “potential,” “predict,” “project,” “will,” “future,”
and similar terms and phrases to identify forward-looking statements in this report.
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Forward-looking statements reflect our current expectations regarding future events, results, or outcomes. These
expectations may or may not be realized. Some of these expectations may be based upon assumptions or judgments that prove
to be incorrect. In addition, our business and operations involve numerous risks and uncertainties, many of which are beyond
our control that could result in our expectations not being realized or otherwise materially affect our financial condition, results
of operations, and cash flows.

Actual events, results, and outcomes may differ materially from our expectations due to a variety of factors. Although it is
not possible to identify all of these factors, they include, among others, the following:

»  changes in the ﬁnderlying demand for our refined products;
*  changes in crack spreads;
*  changes in the spread between WTI crude oil and WTS crude oil, also known as the sweet/sour spread,;

* changes in the spread between WTI crude oil and Dated Brent crude oil and between WTI Cushing crude oil and
WTI Midland crude oil;

+ effects of, and exposure to risks related to, our commodity hedging strategies and transactions;
*  availability, costs, and price volatility of crude oil, other refinery feedstocks, and refined products;

*  construction of new, or expansion of existing product or crude pipelines, including in the Permian Basin and at
Cushing, Oklahoma;

*  instability and volatility in the financial markets, including as a result of potential disruptions caused by economic
uncertainties in Europe;

*  apotential economic recession in the United States and/or abroad;

* availability of renewable fuels for blending and Renewal Identification Numbers ("RIN™) to meet Renewable Fuel
Standards ("RFS") obligations;

» adverse changes in the credit ratings assigned to our debt instruments;

»  actions of customers and competitors;

» changes in fuel and utility costs incurred by our refineries;

» the effect of weather-related problems on our operations;

»  disruptions due to equipment interruption, pipeline disruptions, or failure at our or third-party facilities;

* execution of planned capital projects, cost overruns relating to those projects, and failure to realize the expected
benefits from those projects;



«  effects of, and costs relating to, compliance with current and future local, state, and federal environmental,
economic, climate change, safety, tax and other laws, policies and regulations, and enforcement initiatives;

«  rulings, judgments, or settlements in litigation, tax, or other legal or regulatory matters, including unexpected
environmental remediation costs in excess of any reserves or insurance coverage;

«  the price, availability, and acceptance of alternative fuels and alternative fuel vehicles;

«  operating hazards, natural disasters, casualty losses, acts of terrorism including cyber-attacks, and other matters
beyond our control; and

«  other factors discussed in more detail under Part 1. — Item 1A. Risk Factors of this report that are incorporated
herein by this reference.

Any one of these factors or a combination of these factors could materially affect our results of operations and could
influence whether any forward-looking statements ultimately prove to be accurate. You are urged to consider these factors
carefully in evaluating any forward-looking statements and are cautioned not to place undue reliance on these forward-looking
statements.

Although we believe that our plans, intentions, and expectations reflected in or suggested by the forward-looking
statements we make in this report are reasonable, we can provide no assurance that such plans, intentions, or expectations will
be achieved. These statements are based on assumptions made by us based on our experience and perception of historical
trends, current conditions, expected future developments, and other factors that we believe are appropriate in the circumstances.
Such statements are subject to a number of risks and uncertainties, many of which are beyond our control. The forward-looking
statements included herein are made only as of the date of this report, and we are not required to update any information to
reflect events or circumstances that may occur after the date of this report, except as required by applicable law.



PART I

In this Annual Report on Form 10-K, all references to “Western Refining,” “the Company,” “Western,” “we,” “us,” and
“our” refer to Western Refining, Inc. ("WNR") and its subsidiaries, uniess the context otherwise requires or where otherwise
indicated.

Item 1. Business
Overview

We are an independent crude oil refiner and marketer of refined products incorporated in September 2005 under
Delaware law with principal offices located in El Paso, Texas. Our stock trades on the New York Stock Exchange ("NYSE")
under the symbol “WNR.” We own and operate two refineries with a total crude oil throughput capacity of 153,000 barrels per
day ("bpd") including our 128,000 bpd refinery in El Paso, Texas, and our 25,000 bpd refinery near Gallup, New Mexico. In
September 2010, we temporarily suspended refining operations of a 70,000 bpd refinery near Yorktown, Virginia and on
December 29, 2011, we completed the sale of the Yorktown refining and terminal assets. We continue to market refined
products in the Mid-Atlantic region through our wholesale segment. Our primary operating areas encompass West Texas,
Arizona, New Mexico, Utah, Colorado, and the Mid-Atlantic region. In addition to the refineries, we also own and operate
stand-alone refined product distribution terminals in Albuquerque and Bloomfield, New Mexico; as well as asphalt terminals in
Phoenix and Tucson, Arizona; Albuquerque; and El Paso. As of February 22, 2013, we operated 222 retail stores in Arizona,
Colorado, New Mexico, and Texas; a fleet of crude oil and refined product truck transports; and a wholesale petroleum
products distributor that operates in Arizona, California, Colorado, Nevada, New Mexico, Texas, Maryland, and Virginia.

We report our operating results in three business segments: the refining group, the wholesale group, and the retail group.
Our refining group operates the two refineries and related refined product distribution terminals and asphalt terminals. At the
refineries, we refine crude oil and other feedstocks into refined products such as gasoline, diesel fuel, jet fuel, and asphalt. We
market refined products to a diverse customer base including wholesale distributors and retail chains. Our wholesale group
distributes gasoline, diesel fuel, and lubricant products. Our retail group operates retail stores that sell gasoline, diesel fuel, and
convenience store merchandise. See Note 3, Segment Information in the Notes to Consolidated Financial Statements included
in this annual report for detailed information on our operating results by business segment.

Demand for gasoline is generally higher during the summer months than during the winter months. As a result, our
operating results for the first and fourth calendar quarters are generally lower than those for the second and third calendar
quarters of each year. The effects of seasonal demand for gasoline are partially offset by increased demand during the winter
months for diesel fuel in the Southwest. Refining margins remain volatile and our results of operations may not reflect these
historical seasonal trends.



Refining Segment

Our refining group operates a refinery in El Paso, Texas (the "El Paso refinery") and a refinery near Gallup, New Mexico
(the "Gallup refinery"), on-site refined product distribution terminals at the El Paso and Gallup refineries, and stand-alone
refined product distribution terminals in Albuquerque and Bloomfield, New Mexico. We supply refined products to the Four
Corners region of New Mexico through operations at our Bloomfield product distribution terminal and by utilizing a pipeline
connection and long-term exchange supply agreement in exchange for barrels produced at our El Paso refinery.

Refining operations also include an asphalt plant in El Paso and four asphalt terminals in El Paso, Albuquerque, and
Phoenix and Tucson, Arizona. Our refining group operates a crude oil gathering pipeline system in the Four Corners region. We
also own a pipeline running from southeast to northwest New Mexico, known as the 16" New Mexico Pipeline. On
December 29, 2011, we completed the sale of an 82 mile section of this pipeline starting north of Lynch, New Mexico, and
extending south to Jal, New Mexico. The portion of the line that we still own originates near Maljamar, New Mexico and is
capable of transporting crude oil from southeast New Mexico to the Four Corners region. Although we do not currently utilize
this capacity, the pipeline provides a raw material supply alternative for our Gallup refinery.

In September 2010, due to continued unfavorable economic conditions in domestic refining markets, especially the East
Coast region, and the consequential financial performance of the Yorktown refinery, we temporarily suspended our refining
operations at the Yorktown facility. Following the suspension, until December 29, 2011, we operated Yorktown as a refined
products distribution terminal supplying refined products to the region. On December 29, 2011, we completed a transaction to
dispose of the Yorktown refining and terminal assets. See ltem 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations — Major Influences on Results of Operations — Long-lived Asset Impairment Losses.

Principal Products. Our refineries make various grades of gasoline, diesel fuel, jet fuel, and other products from crude
oil, other feedstocks, and blending components. We also acquire refined products through exchange agreements and from
various third-party suppliers. We sell these products through our wholesale and retail groups, independent wholesalers and
retailers, commercial accounts, and sales and exchanges with major oil companies. See Iltem 7. Management s Discussion and
Analysis of Financial Condition and Results of Operations for detail on production by refinery.

The following table summarizes sales percentages by product for the years indicated:

Year Ended December 31,
2012 2011 2010
Gasoline : el el s i B P e Al L A4 54.0%
Diesel fuel 343 351 323
Jet fuel ‘ 139 129 56
Asphalt ' 35 3.6 25
Other \ o Foe i L0 4.3 5.6
Total sales percentage by type ’ 100.0% 100.0% 100.0%

Customers. We sell a variety of refined products to our diverse customer base. No single customer accounted for more
than 10% of our consolidated net sales in any of the three years ended December 31, 2012.

All of our refining sales were domestic sales in the United States, except for sales of gasoline and diesel fuel for export
into Juarez and other cities in Northern Mexico. The sales for export were to PMI Trading Limited, an affiliate of Petroleos
Mexicanos, the Mexican state-owned oil company, and accounted for approximately 7.5%, 6.2%, and 8.3% of our consolidated
net sales during the years ended December 31, 2012, 2011, and 2010, respectively.

We also purchase additional refined products from third parties to supplement supply to our customers. These products
are similar to the products that we currently manufacture and represented approximately 13.8%, 14.8%, and 9.9% of our total
sales volumes during the years ended December 31, 2012, 2011, and 2010, respectively. The increase in 2012 and 2011
purchases over 2010 levels was primarily the result of our wholesale refined product sales activities in the Mid-Atlantic region
where we satisfy our refined product customer sales requirements through third-party purchases. Until September 2010, we
satisfied these commitments with products refined at the Yorktown facility.

Competition. We operate primarily in west Texas, Arizona, New Mexico, Utah, and Colorado. We supply refined products
to these areas from our refineries, from other refineries in these regions, and from refineries located in other regions via
interstate pipelines. These areas have substantial refining capacity. We also compete with offshore refiners that deliver product
by water transport. »



Petroleum refining and marketing is highly competitive. Our principal competitive factors include costs of crude oil and
other feedstocks, our competitors' refined product pricing, refinery efficiency, operating costs, refinery product mix, and costs
of product distribution and transportation. Due to their geographic diversity, larger and more complex refineries, integrated
operations, and greater resources, some of our competitors may be better able to withstand volatile market conditions, compete
on the basis of price, obtain crude oil in times of shortage, and bear the economic risk inherent in all phases of the refining
industry.

In the Southwest, the El Paso and Gallup refineries primarily compete with Valero Energy Corp., Phillips 66 Company,
Alon USA Energy, Inc., HollyFrontier Corporation, Tesoro Corporation, Chevron Products Company ("Chevron"), and Suncor
Energy, Inc. as well as refineries in other regions of the country that serve the regions we serve through pipelines.

The areas where we sell refined products are also supplied by various refined product pipelines. Any expansions or
additional product supplied by these third-party pipelines could put downward pressure on refined product prices in these areas.

Prior to the fourth quarter 2011 sale of the Yorktown refining and refined product distribution terminal assets in the Mid-
Atlantic region, the Yorktown facility primarily competed with Sunoco, Inc., Valero Energy Corp., ConocoPhillips Company,
Hess Corporation, and other refineries in the Gulf Coast via the Colonial Pipeline that runs from the Gulf Coast area to New
Jersey. We also competed with offshore refiners that deliver product by water transport to the region.

To the extent that climate change legislation passes to impose greenhouse gas restrictions on domestic refiners, those
refiners will be at competitive disadvantage to offshore refineries not subject to the legislation. In 2010, the State of New
Mexico adopted regulations allowing New Mexico to participate in a regional greenhouse cap-and-trade program through the
Western Climate Initiative and a set of in-state cap regulations to take effect the earlier of January 2013 or six months after the
regional cap-and-trade regulations are no longer in effect. New Mexico repealed its regional cap-and-trade regulations in
March 2012 and its in-state cap regulations in May 2012. Both repeals are being appealed.

Southwest
El Paso Refinery

Our El Paso refinery has a crude oil throughput capacity of 128,000 bpd with approximately 4.3 million barrels of storage
capacity, a refined product terminal, and an asphalt plant and terminal. '

This refinery is well situated to serve two separate geographic areas, allowing a diversified market pricing exposure.
Tucson and Phoenix typically reflect a West Coast market pricing structure, while El Paso, Albuquerque, and Juarez, Mexico
typically reflect a Gulf Coast market pricing structure.

Process Summary. Our El Paso refinery is a nominal 128,000 bpd crude oil throughput cracking facility that has
historically run a high percentage of WTI crude oil to optimize the yields of higher value refined products that currently
account for over 90% of our production output. We have the flexibility to process up to 22% WTS crude oil that is typically
less expensive than WTI crude oil. '

Under a sulfuric acid regeneration and sulfur gas processing agreement with E.I. du Pont de Nemours ("DuPont"),
DuPont constructed and operates two sulfuric acid regeneration plants on property we lease to DuPont within our El Paso
refinery.

Power Supply. Electricity is supplied to our El Paso refinery by a regional electric company via two separate feeders to
both the north and south sides of our refinery. We have an electrical power curtailment plan to conserve power in the event of a
partial outage.

Natural gas is supplied to our El Paso refinery via pipeline under two transportation agreements. One transportation
agreement is on an interruptible basis while the other is on a firm basis. We purchase our natural gas at market rates or under
fixed-price agreements.

Raw Material Supply. The primary inputs for our El Paso refinery are crude oil and isobutane. Currently, we have the
capability to process WTS crude oil at up to 22% of throughput capacity at the El Paso refinery. We will consider projects to
increase the WTS capacity should economic and market conditions, particularly the sweet/sour spread, make such projects
economically viable.



The following table summarizes the historical feedstocks used by our El Paso refinery for the years indicated:

Percentage For

Year Ended
Year Ended December 31, December 31,

Refinery Feedstocks (bpd) 2012 2011 2010 2012

Crude Oils: S G T e T v S5

Sweet crude oil

Sourcrudeoil
Total Crude Oils

Other Feedstocks and Blendstocks:

Intermediates and other d

91,580 104,119

119,196 111,465

Blendesuky £ i 0y
Total Other Feedstocks and Blendstocks 7,734 6,630 9,051 1o,
Total Crude Oils and

Our El Paso refinery receives crude oil from a 450 mile crude oil pipeline owned and operated by Kinder Morgan under a
30-year crude oil transportation agreement that expires in 2034. The system handles both WTI and WTS crude oil with its main
trunkline into El Paso used solely for the supply of crude oil to us on a published tariff. Through the crude oil pipeline, we have
access to the majority of the producing fields in the Permian Basin in southeast New Mexico that gives us access to a plentiful
supply of WTI and WTS crude oil from fields with long reserve lives. We are in the final stages of completing a crude oil
gathering and storage project in the Permian Basin. We expect to complete this project during the second quarter of 2013. Once
complete, we will have access to shale crude oil production in the area for shipment to our El Paso refinery through the Kinder
Morgan crude oil pipeline. We generally buy our crude oil under contracts with various crude oil providers at market-based
pricing. Many of these arrangements are subject to cancellation by either party or have terms of one year or less. In addition,
these arrangements are subject to periodic renegotiation that could result in our paying higher or lower relative prices for crude
oil. We also have access to blendstocks and refined products from the Gulf Coast through a pipeline that runs from the Gulf
Coast to El Paso.

Refined Products Transportation. We supply refined products to the El Paso area via our El Paso refinery product
distribution terminal, and to other areas including Tucson, Phoenix, Albuquerque, and Juarez, Mexico through pipeline systems
linked to our El Paso refinery. We deliver refined products to Tucson and Phoenix through the Kinder Morgan East Line that
has a capacity of over 200,000 bpd, and to Albuquerque and Juarez, Mexico through pipelines owned by Plains All American
Pipeline L.P. ("Plains"). We also sell our refined products at our product distribution terminal and rail loading facilities in
El Paso. Another pipeline owned by Kinder Morgan provides diesel fuel to the Union Pacific railway in El Paso.

Both Kinder Morgan’s East Line and the Plains pipeline to Albuquerque are interstate pipelines regulated by the Federal
Energy Regulatory Commission (the "FERC"). The tariff provisions for these pipelines include prorating policies that grant
historical shippers line space that is consistent with their prior activities as well as a prorated portion of any expansions.

Gallup Refinery

Our Gallup refinery, located near Gallup, New Mexico, has a crude oil throughput capacity of 25,000 bpd and
approximately 470,000 barrels of storage capacity. We market refined products from the Gallup refinery primarily in Arizona,
Colorado, New Mexico, and Utah. Our primary supply of crude oil and natural gas liquids for our Gallup refinery comes from
Colorado, New Mexico, and Utah.

Process Summary. Our Gallup refinery produces a large percentage of high value products. Each barrel of raw materials
processed by our Gallup refinery yielded in excess of 90% of high value refined products, including gasoline and diesel fuel,
during the past three years.

Power Supply. A regional electric cooperative supplies electrical power to our Gallup refinery. There are several
uninterruptible power supply units throughout the plant to maintain computers and controls in the event of a power outage. We
purchase our natural gas at market rates and have two available pipeline sources for natural gas supply to our refinery.

Raw Material Supply. The feedstock for our Gallup refinery is Four Corners Sweet that is sourced primarily from
northern New Mexico and Utah. We receive crude through our own pipeline system and through a third-party pipeline
connected to our Gallup refinery. Our crude oil pipeline system reaches approximately 200 miles into the San Juan Basin of the
Four Corners area and connects with a local common carrier pipeline. We also own a pipeline capable of transporting crude oil
from southeast New Mexico to the Four Corners region. Although we do not currently utilize all of this capacity, the pipeline
provides a crude oil supply alternative for our Gallup refinery.
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We supplement the crude oil used at our Gallup refinery with other feedstocks. These other feedstocks currently include
locally produced natural gas liquids and condensate as well as other feedstocks produced outside of the Four Corners area. Our
Gallup refinery is capable of processing approximately 6,000 bpd of natural gas liquids. An adequate supply of natural gas
liquids is available for delivery to our Gallup refinery primarily through a 13 mile pipeline we own that connects the refinery to
a natural gas liquids processing plant.

The following table summarizes the historical feedstocks used by our Gallup refinery for the years indicated:

Percentage For

Year Ended
Year Ended December 31, December 31,
Refinery Feedstocks (bpd) 2012 2011 2010 2012

21758 21,140 91.5%
21,758 915%

Sweet crude oil 20941

r Feedstocks alid hlendstocké:

1,149 5.5%
24,111 100.0%

Blendstocks

Tofﬁa‘lerude Oil and (v)'theer‘ene’ds'tuo‘cks and Blen stocks ' 22,879 —

We purchase crude oil from a number of sources, including major oil companies and independent producers, under
arrangements that contain market responsive pricing provisions. Many of these arrangements are subject to cancellation by
either party or have terms of one year or less. In addition, these arrangements are subject to periodic renegotiation that could
result in our paying higher or lower relative prices for crude oil.

Refined Products Transportation. We distribute all gasoline and diesel fuel produced at our Gallup refinery through the
truck loading rack. We supply these refined products to Arizona, Colorado, New Mexico, and Utah, primarily via a fleet of
refined product trucks operated by our wholesale group and common carriers.

Terminal Operations

We also own stand-alone refined product terminals in Albuquerque and Bloomfield. The Bloomfield product distribution
terminal is permitted to operate at 19,000 bpd. This terminal has approximately 251,000 barrels of refined product tankage and
a truck loading rack with three loading spots. We utilize a pipeline connection and a long-term exchange agreement to supply
barrels to the Bloomfield product distribution terminal. The Albuquerque product distribution terminal is permitted to operate at
27,500 bpd. This terminal has approximately 170,000 barrels of refined product tankage and a truck loading rack with two
loading spots. This terminal receives product deliveries via truck or pipeline, including deliveries from our El Paso and Gallup
refineries. In the third quarter of 2010, we ceased operating our refined products distribution terminal located in Flagstaff,
Arizona. The Flagstaff terminal was permitted to operate at 12,000 bpd. This terminal had approximately 65,000 barrels of
refined product tankage and a truck loading rack with three loading spots. Product deliveries to this terminal were made by
truck from our Gallup refinery.

Mid-Atlantic
Yorktown Facility

During the fourth quarter of 2011, we entered into a sales agreement to sell the Yorktown, Virginia, refining assets and the
Yorktown product distribution terminal assets. Prior to the sale, we had temporarily suspended refining operations at Yorktown
in September 2010 due primarily to the continued effect of unfavorable economic conditions in the refining industry, especially
the East Coast region. Following the temporary suspension and through completion of the sale on December 29, 2011, we
operated the Yorktown facility as a stand-alone product distribution terminal through our wholesale business group to supply
refined product in the Mid-Atlantic area. Prior to the temporary suspension and sale of the Yorktown assets, the refinery and
terminal primarily served Yorktown, Virginia; Salisbury, Maryland; Norfolk, Virginia; North Carolina; and the New York
Harbor. We continue to market refined products in the Mid-Atlantic region through our wholesale group via a supply
agreement. See additional discussion under Wholesale Segment below.



The following table summarizes the historical feedstocks used by the Yorktown refinery for the year indicated:

Year Ended
December 31,
Refinery Feedstocks (bpd) 2010 (1)
Crude Oil: ] M o 2 |
Sweet crude oil o 7,713
Heavy crude oil , : 40,274
Total Crude Oils 47,987
Other Feedstocks and Blendstocks: | IRl R
Interrﬁediates and dfher k 4,522
Blemdstocks. | "Hiie s St i / 5,255
Total Other Feedstocks arid Blendstocks 9,777
Total Crude Oils and Other Feedstocks and Blendstocks ' e piiee i 57764

(1) Feedstocks include usage through September 30, 2010. As a result of the temporary suspension of refining operations, we
calculated bpd feedstock volumes by dividing total volumes processed by 273 days.

Wholesale Segment

Our wholesale group includes several lubricant and bulk petroleum distribution plants, unmanned fleet fueling operations,
and a fleet of crude oil and refined product trucks and lubricant delivery trucks. Our wholesale group distributes wholesale
petroleum products primarily in Arizona, California, Colorado, Nevada, New Mexico, Texas, Maryland, and Virginia.
Beginning in January 2011, wholesale operations include the distribution of refined product through the refined product
distribution terminal at the Yorktown facility that was sold in December 2011. Following the sale of the Yorktown terminal
assets, our wholesale business continues to operate through the terminal as a customer. Our wholesale group purchases
petroleum fuels and lubricants primarily from our refining group and from third-party suppliers.

Our principal customers are retail fuel distributors and the mining, construction, utility, manufacturing, transportation,
aviation, and agricultural industries. We compete with other wholesale petroleum products distributors in the Southwest such as
Pro Petroleum, Inc.; Southern Counties Fuels; Union Distributing; Brown Evans Distributing Co.; SoCo Group, Inc.; C&R
Distributing, Inc.; and Brewer Petroleum Services, Inc. On the east coast, we compete with wholesale petroleum products
distributors such as Shell Oil Company, BP Oil, CITGO Petroleum Corporation, Valero Energy Corporation, and Exxon Mobil
Corporation.

Through August 2012, the refined products sold by our wholesale group in the Mid-Atlantic region were purchased from
various third parties. On August 31, 2012, we entered into an exclusive supply and marketing agreement with a third party
covering activities related to our refined product supply, hedging, and sales in the Mid-Atlantic region. Under this supply
agreement, we receive monthly distribution amounts from the supplier equal to one-half of the amount by which our refined
product sales exceed the supplier's costs of acquiring, transporting, and hedging the refined product. To the extent our refined
product sales do not exceed the refined product costs during any month, we will pay one-half of that amount to the supplier.
Our payments to the supplier are limited in an aggregate annual amount of $2.0 million.

Retail Segment

Our retail group operates retail stores that sell various grades of gasoline, diesel fuel, general merchandise, and beverage
and food products to the general public. At February 22, 2013, our retail group operated 222 retail stores located in Arizona,
Colorado, New Mexico, and Texas. We supply the majority of our retail gasoline and diese!l fuel inventories through our
wholesale group, and purchase general merchandise as well as beverage and food products from various suppliers.

The main competitive factors affecting our retail segment are the location of the stores, brand identification, and product
price and quality. Our retail stores compete with Alon USA Energy, ampm, Brewer Oil Company, Circle K, Kroger, K&G
Markets (formerly ConocoPhillips), Maverik, Murphy Oil, Quick-Trip, Valero Energy Corp., and 7-2-11 food stores. Large
chains of retailers like Costco Wholesale Corp., Wal-Mart Stores, Inc., and large grocery retailers compete in the motor fuel
retail business. Our retail operations are substantially smaller than many of these competitors and they are potentially better
able to withstand volatile conditions in the fuel market and lower profitability in merchandise sales due to their integrated
operations.



At February 22, 2013, our retail group had 222 retail stores operating under various brands, including Giant, Western,
Western Express, Howdy's, Mustang, and Sundial. Gasoline brands sold through these stores include Western, Giant, Mustang,
Phillips 66, Conoco, Shell, Chevron, and Texaco.

Location Owned Leased Total
New Mexico ' 76 43 119
e c d AR S ; ’s

Governmental Regulation

All of our operations and properties are subject to extensive federal, state, and local environmental, health, and safety
regulations governing, among other things, the generation, storage, handling, use, and transportation of petroleum and
hazardous substances; the emission and discharge of materials into the environment; waste management; characteristics and
composition of gasoline, diesel, and other fuels; and the monitoring, reporting, and control of greenhouse gas emissions. Our
operations also require numerous permits and authorizations under various environmental, health, and safety laws and
regulations. Failure to comply with these permits or environmental, health, or safety laws generally could result in fines,
penalties, or other sanctions, or a revocation of our permits. We have made significant capital and other expenditures to comply
with these environmental, health, and safety laws. We anticipate significant capital and other expenditures with respect to
continuing compliance with these environmental, health, and safety laws. For additional details on our capital expenditures
related to regulatory requirements and our refinery capacity expansion and upgrade, see Item 7. Management s Discussion and
Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources — Capital Spending.

Periodically, we receive communications from various federal, state, and local governmental authorities asserting
violations of environmental laws and/or regulations. These governmental entities may also propose or assess fines or require
corrective action for these asserted violations. We intend to respond in a timely manner to all such communications and to take
appropriate corrective actions. We do not anticipate that any such matters currently asserted will have a material adverse impact
on our financial condition, results of operations, or cash flows.

See Note 21, Contingencies, in the Notes to Consolidated Financial Statements included in this annual report for detailed
information on certain environmental matters.

Regulation of Fuel Quality

The EPA adopted regulations under the Clean Air Act that require significant reductions in the sulfur content in on-road
and off-road diesel fuel. The final phase of these regulations requires that all locomotive and marine diesel must meet the
15 parts per million ("ppm") sulfur standard beginning June 2012. EPA regulations allow the one-time use of credits to extend
the June 2012 deadline by up to 24 months. Our compliance strategy includes use of credits purchased in 2010 and an
expansion of our El Paso diesel hydrotreater in 2013.

Our El Paso and Gallup refineries are required to meet Mobile Source Air Toxics ("MSAT II") regulations to reduce the
benzene content of gasoline. The MSAT II regulations currently require reduction of benzene in the finished gasoline pool to an
annual average of 0.62 volume percent. Between July 1, 2012 and December 31, 2013, and annually thereafter, each refinery
must also average 1.30 volume percent benzene without the use of credits. We expended $63.7 million to comply with MSAT II
regulations at our El Paso refinery by completing construction of a benzene saturation unit that began operating in March 2011.
During 2012 we made $2.5 million in capital expenditures for our Gallup refinery to meet the 1.30 volume percent
requirement. In addition to our capital expenditures to build benzene reducing process units, we have utilized and expect to
continue utilizing purchased third party credits to comply with the gasoline pool average requirement in the MSAT II
regulations. For additional details, see Item 7. Management's Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources — Capital Spending.

The EPA is expected to propose MSAT III regulations for gasoline in 2013. We expect these regulations to require lower
sulfur content limits with an effective date between 2016 and 2018. If and when these new regulations take effect, they will
most likely require capital spending and adjustments to the operations of our refineries.

Pursuant to the Energy Acts of 2005 and 2007, the EPA has issued Renewable Fuels Standards ("RFS"), implementing
mandates to blend renewable fuels into the petroleum fuels produced at our refineries. The standards have been enforced at our
El Paso refinery since September 2007. Our Gallup refinery became subject to RFS in January 2011. Annually, the EPA
establishes a volume of renewable fuels that obligated refineries must blend into their refined petroleum fuels. The obligated
volume increases over time until 2022. Blending renewable fuels into refined petroleum fuels will displace an increasing
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volume of a refinery’s product pool. Our compliance strategy includes blending at our refineries, transferring credits from
blending across our refinery and terminal system, and purchasing third-party credits.

Beginning in late 2011, the EPA initiated civil and criminal enforcement against companies it believes produced invalid
fuel credits known as Renewable Identification Numbers ("RINs") and at the same time, the EPA issued Notices of Violation to
several companies, including ourselves, who it claims purchased and used invalid RINs to satisfy their obligations under the
Renewable Fuels Standard program. We purchased RINS to satisfy a portion of our obligations under the Renewable Fuels
Standard program for calendar year 2010 and had purchased some RINs the EPA considered invalid. In April 2012, we entered
into an administrative settlement with the EPA that required us to pay a penalty of less than $0.1 million. We continue to
purchase RINS to satisfy our obligations under the RFS program, and we understand the EPA continues to investigate invalid
RINs. The EPA completed a draft proposed rule in late 2012 to address RIN validity and minimize the risk to RIN purchasers
through use of a quality assurance program. The proposed rule is expected to be published in 2013. While we do not know if
the EPA will identify other RINs we have purchased as being invalid or what actions the EPA would take, at this time we do not
expect any such action would have a material effect on our financial condition, results of operations, or cash flows. For
additional details, see Note 21, Contingencies, in the Notes to Consolidated Financial Statements included in this annual report.

Environmental Remediation

Certain environmental laws hold current or previous owners or operators of real property liable for the costs of cleaning
up spills, releases, and discharges of petroleum or hazardous substances, even if those owners or operators did not know of and
were not responsible for such spills, releases, and discharges. These environmental laws also assess liability on any person who
arranges for the disposal or treatment of hazardous substances, regardless of whether the affected site is owned or operated by
such person. We may face currently unknown liabilities for clean-up costs pursuant to these laws.

In addition to clean-up costs, we may face liability for personal injury or property damage due to exposure to chemicals
or other hazardous substances that we may have manufactured, used, handled, disposed of, or that are located at or released
from our refineries and fueling stations or otherwise related to our current or former operations. We may also face liability for
personal injury, property damage, natural resource damage, or for clean-up costs for any alleged migration of petroleum or
hazardous substances from our facilities or transport operations.

Employees

As of February 22, 2013, we employed approximately 3,800 people, approximately 430 of whom were covered by
collective bargaining agreements. During 2011, we successfully renegotiated a collective bargaining agreement covering
employees at our Gallup refinery that expires in 2014. We also successfully negotiated a new collective bargaining agreement
covering employees at our El Paso refinery, renewing the collective bargaining agreement that was set to expire in 2012. The
new collective bargaining agreement covering the El Paso refinery employees expires in 2015. While all of our collective
bargaining agreements contain “no strike” provisions, those provisions are not effective in the event that an agreement expires.
Accordingly, we may not be able to prevent a strike or work stoppage in the future, and any such work stoppage could have a
material affect on our business, financial condition, and results of operations. The collective bargaining agreement covering the
employees at our Bloomfield refinery who were terminated in connection with the indefinite suspension of refining operations
at our Bloomfield facility in November 2009 expired in March 2012.

During 2012, we recognized a union as the bargaining representative for 28 finished product and lube drivers and
warehouse employees at one of our Albuquerque, New Mexico facilities. Negotlatlons related to a collective bargaining
agreement are on-going related to these covered employees.

Available Information

We file reports with the Securities and Exchange Commission (the "SEC"), including annual reports on Form 10-K,
quarterly reports on Form 10-Q, and other reports from time to time. The public may read and copy any materials that we file
with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. The public may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. We are an electronic
filer, and the SEC’s Internet site at http://www.sec.gov contains the reports, proxy, and information statements, and other
information filed electronically. We do not, however, incorporate any information on that website into this Form 10-K.

As required by Section 406 of the Sarbanes-Oxley Act of 2002, we have adopted a code of ethics that applies specifically
to our Chief Executive Officer, Chief Financial Officer, and Principal Accounting Officer. We have also adopted a Code of
Business Conduct and Ethics applicable to all our directors, officers, and employees. Those codes of ethics are posted on our
website. Within the time period required by the SEC and the New York Stock Exchange (the "NYSE"), we will post on our
website any amendment to our code of ethics and any waiver applicable to any of our Chief Executive Officer, Chief Financial
Officer, and Principal Accounting Officer. Our website address is: http://www.wnr.com. We make our website content available
for informational purposes only. It should not be relied upon for investment purposes, nor is it incorporated by reference in this
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Form 10-K. We make available on this website under “Investor Relations,” free of charge, our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports simultaneously to the electronic
filings of those materials with, or furnishing of those materials to, the SEC. We also make available to shareholders hard copies
of our complete audited financial statements free of charge upon request.

On July 9, 2012, our Chief Executive Officer certified to the NYSE that he was not aware of any violation of the NYSE’s
corporate governance listing standards. In addition, attached as Exhibits 31.1 and 31.2 to this Form 10-K are the certifications
required by Section 302 of the Sarbanes-Oxley Act of 2002.

Item 1A. Risk Factors

An investment in our common shares involves risk. In addition to the other information in this report and our other filings
with the SEC, you should carefully consider the following risk factors in evaluating us and our business.

The price volatility of crude oil, other feedstocks, refined products, and fuel and utility services has had and may
continue to have a material adverse effect on our earnings and cash flows.

Our earnings and cash flows from operations depend on the margin above fixed and variable expenses (including the cost
of refinery feedstocks such as crude oil) at which we are able to sell refined products. Refining margins historically have been
volatile, and are likely to continue to be volatile, as a result of a variety of factors, including fluctuations in the prices of crude
oil, other feedstocks, refined products, and fuel and utility services. In particular, our refining margins were significantly lower
in 2010 compared to 2012 and 2011 due to decreased demand for refined products, substantial increases in feedstock costs, and
lower increases in product prices throughout much of 2010.

In recent years, the prices of crude oil, other feedstocks, and refined products have fluctuated substantially. The NYMEX
WTI postings of crude oil for 2012 ranged from $77.69 to $109.77 per barrel. Prices of crude oil, other feedstocks, and refined
products depend on numerous factors beyond our control, including the supply of and demand for crude oil, other feedstocks,
gasoline, and other refined products. Such supply and demand are affected by, among other things:

*  changes in global and local economic conditions;
» demand for crude oil and refined products, especially in the U.S., China, and India;

»  worldwide political conditions, particularly in significant oil producing regions such as the Middle East, West
Africa, and Latin America;

» the level of foreign and domestic production of crude oil and refined products and the level of crude oil, feedstocks,
and refined products imported into the U.S., which can be impacted by accidents, interruptions in transportation,
inclement weather, or other events affecting producers and suppliers;

» U.S. government regulations;
e utilization rates of U.S. refineries;
» changes in fuel specifications required by environmental and other laws;

* the ability of the members of the Organization of Petroleum Exporting Countries ("OPEC") to maintain oil price and
production controls;

* development and marketing of alternative and competing fuels;
»  pricing and other actions taken by competitors that impact the market;

»  product pipeline capacity, including the Magellan Southwest System pipeline, as well as Kinder Morgan’s expansion
of its East Line, both of which could increase supply in certain of our service areas and therefore reduce our
margins;

* accidents, interruptions in transportation, inclement weather or other events that can cause unscheduled shutdowns
or otherwise adversely affect our plants, machinery or equipment, or those of our suppliers or customers; and

* local factors, including market conditions, weather conditions, and the level of operations of other refineries and
pipelines in our service areas.

Volatility has had, and may continue to further have, a negative effect on our results of operations to the extent that the
margin between refined product prices and feedstock prices narrows, as was the case throughout much of 2010.

The nature of our business requires us to maintain substantial quantities of crude oil and refined product inventories.
Crude oil and refined products are commodities. As a result, we have no control over the changing market value of these
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inventories. Because our inventory of crude oil and refined product is valued at the lower of cost or market value under the
“last-in, first-out” ("LIFO") inventory valuation methodology, if the market value of our inventory were to decline to an amount
less than our LIFO cost, we would record a write-down of inventory and a non-cash charge to cost of products sold. Due to the
volatility in the price of crude oil and other blendstocks, we experienced fluctuations in our LIFO reserves during the past three
years. We also experienced LIFO liquidations based on decreased levels in our inventories. These LIFO liquidations resulted in
an increase in cost of products sold of $4.0 million for the year ended December 31, 2012 and decreases in cost of products
sold of $22.3 million and $16.9 million, respectively, for the years ended December 31, 2011 and 2010.

In addition, the volatility in costs of fuel, principally natural gas, and other utility services, principally electricity, used by
our refineries affects operating costs. Fuel and utility prices have been, and will continue to be, affected by factors outside our
control, such as supply and demand for fuel and utility services in both local and regional markets. Natural gas prices have
historically been volatile. Typically, electricity prices fluctuate with natural gas prices. Future increases in fuel and utility prices
may have a negative effect on our results of operations.

If the price of crude oil increases significantly or our credit profile changes, or if we are unable to access our Revolving
Credit Agreement for borrowings or for letters of credit, our liquidity and our ability to purchase enough crude oil to
operate our refineries at full capacity could be materially and adversely affected.

We rely on borrowings and letters of credit under our Revolving Credit Agreement to purchase crude oil for our
refineries. Changes in our credit profile could affect the way crude oil suppliers view our ability to make payments and induce
them to shorten the payment terms of their invoices with us or require additional support such as letters of credit. Due to the
large dollar amounts and volume of our crude oil and other feedstock purchases, any imposition by our creditors of more
burdensome payment terms on us, or our inability to access our Revolving Credit Agreement, may have a material effect on our
liquidity and our ability to make payments to our suppliers, which could hinder our ability to purchase sufficient quantities of
crude oil to operate our refineries at planned rates. In addition, if the price of crude oil increases significantly, we may not have
sufficient capacity under our Revolving Credit Agreement, or sufficient cash on hand, to purchase enough crude oil to operate
our refineries at planned rates. A failure to operate our refineries at planned rates could have a material adverse effect on our
earnings and cash flows.

Our hedging transactions may limit our gains and expose us to other risks.

We enter into hedging transactions from time to time to manage our exposure to commodity price risks or to fix sales
margins on future gasoline and distillate production. These transactions limit our potential gains if commodity prices rise above
the levels established by our hedging instruments. These transactions may also expose us to risks of financial losses, for
example, if our production is less than we anticipated at the time we entered into a hedge agreement or if a counterparty to our
hedge contracts fails to perform its obligations under the contracts. Some of our hedging agreements may also require us to
furnish cash collateral, letters of credit, or other forms of performance assurance in the event that mark-to-market calculations
result in settlement obligations by us to the counterparties that would impact our liquidity and capital resources.

Our indebtedness may limit our ability to obtain additional financing and we also may face difficulties complying with
the terms of our indebtedness agreements.

As of December 31, 2012, our total debt was $499.9 million and our stockholders’ equity was $909.1 million. As of
December 31, 2012, we had net availability under the amended and restated Revolving Credit Agreement of $394.5 million,
consisting of $650.7 million in gross availability and $256.2 million in outstanding letters of credit. Our level of debt may have
important consequences to you. Among other things, it may:

«  limit our ability to use our cash flows, or obtain additional financing, for future working capital, capital
expenditures, acquisitions, or other general corporate purposes;

+  restrict our ability to pay dividends;

+  require a substantial portion of our cash flows from operations to make debt service payments;
*  limit our flexibility to plan for, or react to, changes in our business and industry conditions;

+  place us at a competitive disadvantage compared to our less leveraged competitors; and

»  increase our vulnerability to the impact of adverse economic and industry conditions.

We cannot assure you that we will continue to generate sufficient cash flows or that we will be able to borrow funds
under our Revolving Credit Agreement in amounts sufficient to enable us to service our debt or meet our working capital and
capital expenditure requirements. Our ability to generate sufficient cash flows from our operating activities will continue to be
primarily dependent on producing or purchasing, and selling, sufficient quantities of refined products at margins sufficient to
cover fixed and variable expenses. If our margins were to deteriorate significantly, or if our earnings and cash flows were to
suffer for any other reason, we may be unable to comply with the financial covenants set forth in our credit facilities. If we fail
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to satisfy these covenants, we could be prohibited from borrowing for our working capital needs and issuing letters of credit,
which would hinder our ability to purchase sufficient quantities of crude oil to operate our refineries at planned rates. To the
extent that we are unable to generate sufficient cash flows from operations, or if we are unable to borrow or issue letters of
credit under the Revolving Credit Agreement, we may be required to sell assets, reduce capital expenditures, refinance all or a
portion of our existing debt, or obtain additional financing through equity or debt financings. If additional funds are obtained by
issuing equity securities or if holders of our outstanding 5.75% Convertible Senior Notes convert those notes into shares of our
common stock, our existing stockholders could be diluted. We cannot assure you that we would be able to refinance our debt,
sell assets, or obtain additional financing on terms acceptable to us, if at all. In addition, our ability to incur additional debt will
be restricted under the covenants contained in our Revolving Credit Agreement and Senior Secured Notes. See Item 7.
Management s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital

Resources — Working Capital and Item 7. Management s Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources — Indebtedness.

Covenants and events of default in our debt instruments could limit our ability to undertake certain types of transactions
and adversely affect our liquidity.

Our Revolving Credit Agreement and the indenture governing our Senior Secured Notes contain covenants and events of
default that may limit our financial flexibility and ability to undertake certain types of transactions. For instance, we are subject
to covenants that restrict our activities, including restrictions on:

*  creating liens;

*  engaging in mergers, consolidations, and sales of assets;

*  incurring additional indebtedness;

*  providing guarantees;

* engaging in different businesses;

*  making investments;

*  making certain dividend, debt, and other restricted payments;
*  engaging in certain transactions with affiliates; and

»  entering into certain contractual obligations.

We are also subject to financial covenants that require us to maintain, in the case of the Revolving Credit Agreement, a
minimum fixed charge coverage ratio (as defined therein), contingent on the level of availability under the Revolving Credit
Agreement. Our ability to comply with these covenants will depend on factors outside our control, including refined product
margins. We cannot assure you that we will satisfy these covenants. If we fail to satisfy the covenants set forth in these facilities
or an event of default occurs under these facilities, the maturity of the loans, our Senior Secured Notes, and our Convertible
Senior Notes could be accelerated or we could be prohibited from borrowing for our working capital needs and issuing letters
of credit. If the loans, our Senior Secured Notes, or our Convertible Senior Notes are accelerated and we do not have sufficient
cash on hand to pay all amounts due, we could be required to sell assets, to refinance all or a portion of our indebtedness, or to
obtain additional financing through equity or debt financings. Refinancing may not be possible and additional financing may
not be available on commercially acceptable terms, or at all. If we cannot borrow or issue letters of credit under the Revolving
Credit Agreement, we would need to seek additional financing, if available, or curtail our operations.

We have capital needs for which our internally generated cash flows and other sources of liquidity may not be adequate.

The refining business is characterized by high fixed costs resulting from the significant capital outlays associated with
refineries, terminals, pipelines, and related facilities. We are dependent on the production and sale of quantities of refined
products at refined product margins sufficient to cover operating costs, including any increases in costs resulting from future
inflationary pressures or market conditions and increases in costs of fuel and power necessary in operating our facilities. Our
short-term working capital needs are primarily crude oil purchase requirements that fluctuate with the pricing and sourcing of
crude oil. We also have significant long-term needs for cash, including those to support ongoing capital expenditures and other
regulatory compliance. Furthermore, future regulatory requirements or competitive pressures could result in additional capital
expenditures that may not produce a return on investment. Such capital expenditures may require significant financial resources
that may be contingent on our access to capital markets and commercial bank loans. Additionally, other matters, such as
regulatory requirements or legal actions, may restrict our access to funds for capital expenditures.

Our refineries consist of many processing units, a number of which have been in operation for many years. One or more
of the units may require unscheduled downtime for unanticipated maintenance or repairs that are more frequent than our
scheduled turnaround for such units. Scheduled and unscheduled maintenance could reduce our revenues during the period of
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time that the units are not operating. We have taken significant measures to expand and upgrade units in our refineries by
installing new equipment and redesigning older equipment to improve refinery capacity. The installation and redesign of key
equipment at our refineries involves significant uncertainties, including the following: our upgraded equipment may not
perform at expected throughput levels; the yield and product quality of new equipment may differ from design and/or
specifications and redesign or modification of the equipment may be required to correct equipment that does not perform as
expected that could require facility shutdowns until the equipment has been redesigned or modified. Any of these risks
associated with new equipment, redesigned older equipment, or repaired equipment could lead to lower revenues or higher
costs or otherwise have a negative impact on our future results of operations and financial condition.

The dangers inherent in our operations could cause disruptions and could expose us to potentially significant losses,
costs, or liabilities. Any significant interruptions in the operations of any of our refineries could materially and adversely
affect our business, financial condition, results of operations, and cash flows.

Our operations are subject to significant hazards and risks inherent in refining operations and in transporting and storing
crude oil, intermediate products, and refined products. These hazards and risks include, but are not limited to, the following:

» natural disasters;

«  weather-related disruptions;

e fires;

*  explosions;

«  pipeline ruptures and spills;

»  third-party interference;

+  disruption of natural gas deliveries;

»  disruptions of electricity deliveries;

- disruption of sulfur gas processing by E.I. du Pont de Nemours at our El Paso refinery; and
mechanical failure of equipment at our refineries or third-party facilities.

Any of the foregoing could result in production and distribution difficulties and disruptions, environmental pollution,
personal injury or wrongful death claims, and other damage to our properties and the properties of others. There is also risk of
mechanical failure and equipment shutdowns both in general and following unforeseen events. For example, in February 2011,
we experienced several days of unplanned downtime at our El Paso refinery due to weather related causes and interruptions to
our electrical supply. Furthermore, in any of those situations, undamaged refinery processing units may be dependent on or
interact with damaged process units and, accordingly, are also subject to being shut down.

Our refineries consist of many processing units, several of which have been in operation for a long time. One or more of
the units may require unscheduled downtime for unanticipated maintenance or repairs, or our planned turnarounds may last
longer than anticipated. Scheduled and unscheduled maintenance could reduce our revenues and increase our costs during the
period of time that our units are not operating.

Our refining activities are conducted at our El Paso refinery in Texas and our Gallup refinery in New Mexico. The
refineries constitute a significant portion of our operating assets, and our refineries supply a significant portion of our fuel to
our wholesale and retail operations. Because of the significance to us of our refining operations, the occurrence of any of the
events described above could significantly disrupt our production and distribution of refined products, and any sustained
disruption could have a material adverse effect on our business, financial condition, results of operations, and cash flows.

Severe weather, including hurricanes, could interrupt the supply of some of our feedstocks.

Crude oil supplies for the El Paso refinery come from the Permian Basin in Texas and New Mexico and therefore are
generally not subject to interruption from severe weather, such as hurricanes. However, we obtain certain of our feedstocks for
the El Paso refinery and some refined products we purchase for resale, by pipeline from Gulf Coast refineries. An interruption
to our supply of feedstocks for the El Paso refinery could have a material adverse effect on our business, financial condition,
results of operations, and cash flows.
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Our operations involve environmental risks that could give rise to material liabilities.

Our operations, and those of prior owners or operators of our properties, have previously resulted in spills, discharges, or
other releases of petroleum or hazardous substances into the environment, and such spills, discharges, or releases could also
happen in the future. Past or future spills related to any of our operations, including our refineries, product terminals, or
transportation of refined products or hazardous substances from those facilities, may give rise to liability (including strict
liability, or liability without fault, and clean-up responsibility) to governmental entities or private parties under federal, state, or
local environmental laws, as well as under common law. For example, we could be held strictly liable under the Comprehensive
Environmental Responsibility, Compensation, and Liability Act ("CERCLA") for contamination of properties that we currently
own or operate and facilities to which we transported or arranged for the transportation of wastes or by-products for use,
treatment, storage or disposal, without regard to fault or whether our actions were in compliance with law at the time. Our
liability could also increase if other responsible parties, including prior owners or operators of our facilities, fail to complete
their clean-up obligations. Based on current information, we do not believe these liabilities are likely to have a material adverse
effect on our business, financial condition, results of operations, or cash flows. In the event that new spills, discharges, or other
releases of petroleum or hazardous substances occur or are discovered or there are other changes in facts or in the level of
contributions being made by other responsible parties, there could be a material adverse effect on our business, financial
condition, results of operations, and cash flows.

In addition, we may face liability for alleged personal injury or property damage due to exposure to chemicals or other
hazardous substances located at or released from our facilities or otherwise related to our current or former operations. We may
also face liability for personal injury, property damage, natural resource damage, or for clean-up costs for the alleged migration
of contamination or other hazardous substances from our facilities to adjacent and other nearby properties.

We may incur significant costs to comply with environmental, health, and safety laws and regulations.

Our operations and properties are subject to extensive federal, state, and local environmental, health, and safety
regulations governing, among other things, the generation, storage, handling, use, and transportation of petroleum and
hazardous substances, the emission and discharge of materials into the environment, waste management, characteristics and
composition of gasoline, diesel, and other fuels, and the monitoring, reporting, and control of greenhouse gas emissions. If we
fail to comply with these regulations, we may be subject to administrative, civil, and criminal proceedings by governmental
authorities, as well as civil proceedings by environmental groups and other entities and individuals. A failure to comply, and
any related proceedings, including lawsuits, could result in significant costs and liabilities, penalties, judgments against us, or
governmental or court orders that could alter, limit, or stop our operations.

In addition, new environmental laws and regulations, including new regulations relating to alternative energy sources,
new state regulations relating to fuel quality, and the risk of global climate change regulation, as well as new interpretations of
existing laws and regulations, increased governmental enforcement, or other developments could require us to make additional
unforeseen expenditures. Many of these laws and regulations are becoming increasingly stringent, and the cost of compliance
with these requirements can be expected to increase over time. We are not able to predict the impact of new or changed laws or
regulations or changes in the ways that such laws or regulations are administered, interpreted, or enforced. The requirements to
be met, as well as the technology and length of time available to meet those requirements, continue to develop and change. To
the extent that the costs associated with meeting any or all of these requirements are substantial and not adequately provided
for, there could be a material adverse effect on our business, financial condition, results of operations, and cash flows.

The EPA has issued rules pursuant to the Clean Air Act that require refiners to reduce the sulfur content of gasoline and
diesel fuel and reduce the benzene content of gasoline by various specified dates. We incurred, and continue to incur,
substantial costs to comply with the EPA’s low sulfur and low benzene rules. Our strategy for complying with low sulfur
gasoline regulations at our refineries relies partially on purchasing credits. If credits are not available or are too costly, we may
not be able to meet the EPA’s deadlines using a credit strategy. Failure to meet the EPA’s clean fuels mandates could have a
material adverse effect on our business, financial condition, results of operations, and cash flows.

Pursuant to the Energy Acts of 2005 and 2007, the EPA has issued RFS implementing mandates to blend renewable fuels
into the petroleum fuels produced at our refineries. The standards have been enforced at our El Paso refinery since September
2007. Our Gallup refinery became subject to RFS in January 2011. Annually, the EPA establishes a volume of renewable fuels
that obligated refineries must blend into their refined petroleum fuels. The obligated volume increases over time until 2022.
Blending renewable fuels into refined petroleum fuels will displace an increasing volume of a refinery’s product pool.
Alternatively, refineries can meet their RFS obligations by purchasing RINs. If sufficient valid RINs are unavailable for
purchase, or if we are otherwise unable to meet the EPA’s RFS mandates, our business, financial condition, results of
operations, and cash flows could be materially adversely affected.
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We could incur significant costs to comply with greenhouse gas emissions regulation or legislation.

The EPA has recently adopted and implemented regulations to restrict emissions of greenhouse gases under certain
provisions of the Clean Air Act. One of the rules adopted by the EPA requires permitting of certain emissions of greenhouse
gases from large stationary sources, such as refineries, effective January 2, 2011. A number of legal challenges have been
presented regarding these proposed greenhouse gas regulations but no legal limitation on the EPA implementing these rules has
occurred to date. The EPA has also adopted rules requiring refiners to report greenhouse gas emissions on an annual basis
beginning in 2011 for emissions occurring after January 1, 2010. Further, the United States Congress has considered legislation
related to the reduction of greenhouse gases through “cap and trade” programs. To the extent these EPA rules and regulations
continue to be implemented or cap and trade legislation is enacted by federal or state governments, our operating costs,
including capital expenditures, will increase and additional operating restrictions could be imposed on our business; all of
which could have a material adverse effect on our business, financial condition, results of operations, and cash flows.

Our business, financial condition, results of operations, and cash flows may be materially adversely affected by a
continued economic downturn. ‘

The domestic economy, economic slowdowns, and the scarcity of credit has led to lack of consumer confidence,
increased market volatility, and widespread reduction of business activity generally in the United States and abroad. The
economic downturn may continue to adversely affect the liquidity, businesses, and/or financial conditions of our customers that
has resulted, and may continue to result, not only in decreased demand for our products, but also increased delinquencies in our
accounts receivable. The disruptions in the financial markets could also lead to a reduction in available trade credit due to
counterparties’ liquidity concerns. If we are unable to obtain borrowings or letters of credit under our Revolving Credit
Agreement, our business, financial condition, results of operations, and cash flows could be materially adversely affected.

We could experience business interruptions caused by pipeline shutdown.

Our El Paso refinery, which is our largest refinery, is dependent on a pipeline owned by Kinder Morgan Energy Partners,
LP ("Kinder Morgan") for the delivery of all of our crude oil. Because our crude oil refining capacity at the EI Paso refinery is
approaching the delivery capacity of the pipeline, our ability to offset lost production due to disruptions in supply with
increased future production is limited due to this crude oil supply constraint. In addition, we will be unable to take advantage of
further expansion of the El Paso refinery’s production without securing additional crude oil supplies or pipeline expansion. We
also deliver a substantial percentage of the refined products produced at our El Paso refinery through three principal product
pipelines. Any extended, non-excused downtime of our El Paso refinery could cause us to lose line space on these refined
products pipelines if we cannot otherwise utilize our pipeline allocations. We could experience an interruption of supply or
delivery, or an increased cost of receiving crude oil and delivering refined products to market, if the ability of these pipelines to
transport crude oil or refined products is disrupted because of accidents, governmental regulation, terrorism, other third-party
action, or any other events beyond our control. A prolonged inability to receive crude oil or transport refined products on
pipelines that we currently utilize could have a material adverse effect on our business, financial condition, results of
operations, and cash flows.

We also have a pipeline system that delivers crude oil and natural gas liquids to our Gallup refinery. The Gallup refinery
is dependent on the crude oil pipeline system for the delivery of the crude oil necessary to run the refinery. If the operation of
the pipeline system is disrupted, we may not receive the crude oil necessary to run the refinery. A prolonged inability to
transport crude oil on the pipeline system could have a material adverse effect on our business, financial condition, results of
operations, and cash flows.

Certain rights-of-way necessary for our crude oil pipeline system to deliver crude oil to our Gallup refinery must be
renewed periodically. A prolonged inability to use these pipelines to transport crude oil to our Gallup refinery could have a
material adverse effect on our business, financial condition, results of operations, and cash flows.

A material decrease in the supply of crude oil available to our refineries could significantly reduce our production levels.

We continually contract with third-party crude oil suppliers to maintain a sufficient supply of crude oil for production at
our refineries. A material decrease in crude oil production from the fields that supply our refineries as a result of economic,
regulatory, or natural influences, or an increase in crude oil transport capacities out of the regions that supply our refineries,
could result in a decline in the volume of crude oil available to our refineries. In addition, the future growth of our operations
may depend in part on whether we can contract for additional supplies of crude oil at a greater rate than the rate of decline in
our current supplies. If we are unable to secure sufficient crude oil supplies to our refineries, we may not be able to take full
advantage of current and future expansion of our refineries' production capacities. A decline in available crude oil to our
refineries or an inability to secure additional crude oil supplies to meet the needs of current or future refinery expansions could
result in an overall decline in volumes of refined products produced by our refineries and could have a material adverse effect
on our business, financial condition, results of operations, and cash flows.
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We could incur substantial costs or disruptions in our business if we cannot obtain or maintain necessary permits and
authorizations.

Our operations require numerous permits and authorizations under various laws and regulations, including environmental
and health and safety laws and regulations. These authorizations and permits are subject to revocation, renewal, or modification
and can require operational changes that may involve significant costs, to limit impacts or potential impacts on the environment
and/or health and safety. A violation of these authorization or permit conditions or other legal or regulatory requirements could
result in substantial fines, criminal sanctions, permit revocations, injunctions, and/or refinery shutdowns. In addition, major
modifications of our operations could require modifications to our existing permits or expensive upgrades to our existing
pollution control equipment that could have a material adverse effect on our business, financial condition, results of operations,
and cash flows.

Competition in the refining and marketing industry is intense, and an increase in competition in the areas in which we
sell our refined products could adversely affect our sales and profitability.

We compete with a broad range of refining and marketing companies, including certain multinational oil companies.
Because of their geographic diversity, larger and more complex refineries, integrated operations, and greater resources, some of
our competitors may be better able to withstand volatile market conditions, to compete on the basis of price, to obtain crude oil
in times of shortage, and to bear the economic risks inherent in all phases of the refining industry.

We are not engaged in the petroleum exploration and production business and therefore do not produce any of our crude
oil feedstocks. Certain of our competitors, however, obtain a portion of their feedstocks from their own production.
Competitors that have their own production are at times able to offset losses from refining operations with profits from _
production, and may be better positioned to withstand periods of depressed refining margins or feedstock shortages. In addition,
we compete with other industries that provide alternative means to satisfy the energy and fuel requirements of our industrial,
commercial, and individual consumers. If we are unable to compete effectively with these competitors, both within and outside
of our industry, there could be a material adverse effect on our business, financial condition, results of operations, and cash
flows.

The areas where we sell refined products are also supplied by various refined product pipelines. Any expansions or
additional product supplied by these third-party pipelines could put downward pressure on refined product prices in these areas.

Portions of our operations in the areas we operate may be impacted by competitors’ plans, as well as plans of our own,
for expansion projects and refinery improvements that could increase the production of refined products in the Southwest
region. In addition, we anticipate that lower quality crude oils that are typically less expensive to acquire, can and will be
processed by our competitors as a result of refinery improvements. These developments could result in increased competition in
the areas in which we operate.

Our insurance policies do not cover all losses, costs, or liabilities that we may experience.

Our insurance coverage does not cover all potential losses, costs, or liabilities. We could suffer losses for uninsurable or
uninsured risks or in amounts in excess of our existing insurance coverage. Our ability to obtain and maintain adequate
insurance may be adversely affected by conditions in the insurance market over which we have no control. In addition, if we
experience any more insurable events, our annual premiums could increase further or insurance may not be available at all. The
occurrence of an event that is not fully covered by insurance or the loss of insurance coverage could have a material adverse
effect on our business, financial condition, results of operations, and cash flows.

We could be subject to damages based on claims brought against us by our customers or lose customers as a result of a
Jailure of our products to meet certain quality specifications.

The products we sell are required to meet certain quality specifications. If certain of our quality control measures were to
fail, we could supply products to our customers that do not meet these specifications. This type of incident could result in
liability claims regarding damages caused by our products or could impact our ability to retain existing customers or acquire
new customers, any of which could have a material adverse effect on our business, financial condition, results of operations,
and cash flows.

A substantial portion of our refining workforce is unionized, and we may face labor disruptions that would interfere with
our operations.

As of February 22, 2013, we employed approximately 3,800 people, approximately 430 of whom were covered by
collective bargaining agreements. During 2011, we successfully renegotiated a collective bargaining agreement covering
employees at our Gallup refinery that expires in 2014. We also successfully negotiated a new collective bargaining agreement
covering employees at our El Paso refinery, renewing the collective bargaining agreement that was set to expire in 2012. The
new collective bargaining agreement covering the El Paso refinery employees expires in 2015. While all of our collective
bargaining agreements contain “no strike” provisions, those provisions are not effective in the event that an agreement expires.
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Accordingly, we may not be able to prevent a strike or work stoppage in the future, and any such work stoppage could have a
material adverse effect on our business, financial condition, results of operations, and cash flows.

Long-lived and intangible assets comprise a significant portion of our total assets.

Long-lived assets and both amortizable intangible assets and intangible assets with indefinite lives must be tested for
recoverability whenever events or changes in circumstances indicate that the carrying amount of those assets may not be
recoverable. We evaluate the remaining useful lives of our intangible assets with indefinite lives at least annually. If events or
circumstances no longer support an indefinite life, the intangible asset is tested for impairment and prospectively amortized
over its estimated remaining useful life. Long-lived and amortizable intangible assets are not recoverable if their carrying
amount exceeds the sum of the undiscounted cash flows expected to result from their use and eventual disposition. If a long-
lived or amortizable intangible asset is not recoverable, an impairment loss is recognized in an amount by which its carrying
amount exceeds its fair value, with fair value determined generally based on discounted estimated net cash flows.

In order to test long-lived and both amortizable intangible assets and intangible assets with indefinite lives for
recoverability, management must make estimates of projected cash flows related to the asset being evaluated that include, but
are not limited to, assumptions about the use or disposition of the asset, its estimated remaining life, and future expenditures
necessary to maintain its existing service potential. In order to determine fair value, management must make certain estimates
and assumptions including, among other things, an assessment of market conditions, projected volumes, margins, cash flows,
investment rates, interest/equity rates, and growth rates that could significantly impact the fair value of the asset being tested
for impairment.

Our operating results are seasonal and generally lower in the first and fourth quarters of the year.

Demand for gasoline is generally higher during the summer months than during the winter months. As a result, our
operating results for the first and fourth calendar quarters are generally lower than those for the second and third calendar
quarters of each year. The effects of seasonal demand for gasoline are partially offset by increased demand during the winter
months for diesel fuel in the Southwest. '

Our ability to pay dividends in the future is limited by contractual restrictions and cash generated by operations.

We are a holding company and all of our operations are conducted through our subsidiaries. Consequently, we will rely
on dividends or advances from our subsidiaries to fund any dividends. The ability of our operating subsidiaries to pay dividends
and our ability to receive distributions from those entities are subject to applicable local law. In addition, our ability to pay
dividends to our stockholders is subject to certain restrictions in our Revolving Credit Agreement and the indenture governing
our Senior Secured Notes, including pro forma compliance with a fixed charge coverage ratio test subject to an excess
availability test under our Revolving Credit Agreement and compliance with an incurrence-based test and a formula-based
maximum dollar amount under the indenture governing our Senior Secured Notes. These factors could restrict our ability to pay
dividends in the future. In addition, our payment of dividends will depend upon our ability to generate sufficient cash flows.
Our board of directors will review our dividend policy periodically in light of the factors referred to above, and we cannot
assure you of the amount of dividends, if any, that may be paid in the future.

Our controlling stockholders may have conflicts of interest with other stockholders in the future.

M. Paul Foster, our Executive Chairman, and Messrs. Jeff Stevens (our Chief Executive Officer and President and a
current director), Ralph Schmidt (our former Chief Operating Officer and a current director), and Scott Weaver (our Vice
President and Assistant Secretary and a current director) own approximately 30.6% of our common stock as of February 22,
2013. As a result, Mr. Foster and the other members of this group may strongly influence or effectively control the election of
our directors, our corporate and management policies, and determine, without the consent of our other stockholders, the
outcome of any corporate transaction or other matter submitted to our stockholders for approval, including potential mergers or
acquisitions, asset sales, and other significant corporate transactions. The interests of Mr. Foster and the other members of this
group may not coincide with the interests of other holders of our common stock.

18



If we lose any of our key personnel, our ability to manage our business and continue our growth could be negatively
impacted. :

Our future performance depends to a significant degree upon the continued contributions of our senior management team,
including our Executive Chairman, Chief Executive Officer and President, Chief Financial Officer, Vice President and Assistant
Secretary, President-Refining and Marketing, Senior Vice President-Legal, General Counsel and Secretary, Chief Accounting
Officer, and Senior Vice President-Treasurer. We do not currently maintain key man life insurance with respect to any member
of our senior management team. The loss or unavailability to us of any member of our senior management team or a key
technical employee could significantly harm us. We face competition for these professionals from our competitors, our
customers, and other companies operating in our industry. To the extent that the services of members of our senior management
team would be unavailable to us for any reason, we would be required to hire other personnel to manage and operate our
company. We may not be able to locate or employ such qualified personnel on acceptable terms, or at all.

Terrorist attacks, cyber-attacks, threats of war, or actual war may negatively affect our operations, financial condition,
results of operations, cash flows, and prospects.

Terrorist attacks in the U.S. as well as events occurring in response to or in connection with them, may adversely affect
our operations, financial condition, results of operations, cash flows, and prospects. Energy related assets (that could include
refineries and terminals such as ours or pipelines such as the ones on which we depend for our crude oil supply and refined
product distribution) may be at greater risk of future terrorist attacks than other possible targets. A direct attack on our assets or
assets used by us could have a material adverse effect on our operations, financial condition, results of operations, cash flows,
and prospects. In addition, any terrorist attack could have an adverse impact on energy prices, including prices for our crude oil
and refined products, and an adverse impact on the margins from our refining and marketing operations. In addition, disruption
or significant increases in energy prices could result in government imposed price controls. While we currently maintain some
insurance that provides coverage against terrorist attacks, such insurance has become increasingly expensive and difficult to
obtain. As a result, insurance providers may not continue to offer this coverage to us on terms that we consider affordable, or at
alL.

We are dependent on our technology infrastructure and maintain and rely upon certain critical information systems for
the effective operation of our business. These information systems include data network and telecommunications, Internet
access and our websites, and various computer hardware equipment and software applications, including those that are critical
to the safe operation of our refineries, pipelines, and terminals. These information systems are subject to damage or interruption
from a number of potential sources including natural disasters, software viruses or other malware, power failures, cyber-attacks,
and other events. To the extent that these information systems are under our control, we have implemented measures such as
virus protection software, intrusion detection systemis, and emergency recovery processes to address the outlined risks.
However, security measures for information systems cannot be guaranteed to be failsafe. Any compromise of our data security
or our inability to use or access these information systems at critical points in time could unfavorably impact the timely and
efficient operation of our business and subject us to additional costs and liabilities.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

Our principal properties are described under Item 1. Business and the information is incorporated herein by reference. As
of December 31, 2012, we were a party to a number of cancelable and non-cancelable leases for certain properties, including
our corporate headquarters in El Paso and administrative offices in Tempe, Arizona. See Note 23, Leases and Other
Commitments, in the Notes to Consolidated Financial Statements included elsewhere in this annual report.

Item 3. Legal Proceedings

In the ordinary conduct of our business, we are subject to periodic lawsuits, investigations and claims, including
environmental claims and employee related matters. Although we cannot predict with certainty the ultimate resolution of
lawsuits, investigations, and claims asserted against us, we do not believe that any currently pending legal proceeding or
proceedings to which we are a party will have a material adverse effect on our business, financial condition, results of
operations, or cash flows.

Item 4. Mine Safety Disclosures

Not Applicable.
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PART I

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters, and Issuer Purchases of Equity
Securities

Market Information

Our common stock is listed on the NYSE under the symbol “WNR.” As of February 22, 2013, we had 80 holders of
record of our common stock. The following table summarizes the high and low sales prices of our common stock as reported on
the NYSE Composite Tape for the quarterly periods in the past two fiscal years and dividends declared on our common stock
for the same periods:

Di‘vidends per

High Low Common Share
2012: . Lyl B e
First quarter o o ” ' $ 2007 § 1398 $ 0.04
Third quarter 0.08
Fourth quarter (1) - 2.58
2011:
First quarter 1023 $ —
Second quarter 14.82 —
Third quarter 1246 v
Fourth qharter 1120 —

(1) Dividends for the fourth quarter 2012 included special dividends of $1.00 per common share and $1.50 per common share.

Our payment of dividends is limited under the terms of our Revolving Credit Agreement and our Senior Secured Notes,
and in part, depends on our ability to satisfy certain financial covenants. Throughout 2012, our board of directors approved and
we declared quarterly and special cash dividends totaling $240.7 million paid on various dates throughout the year. On
January 15, 2013, our board of directors approved a first quarter 2013 cash dividend of $0.12 per share of common stock in an
aggregate payment of $10.5 million that was paid on February 14, 2013. We neither declared nor paid dividends during fiscal
year 2011.

Securities Authorized for Issuance Under Equity Compensation Plans

See Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

Performance Graph

The following performance graph and related information shall not be deemed “soliciting material” or “filed” with the
SEC, nor shall such information be incorporated by reference into any further filings under the Securities Act of 1933 or the
Securities Exchange Act of 1934, each as amended, except to the extent we specifically incorporate it by reference into such
filing.

The following graph compares the cumulative 60-month total stockholder return on our common stock relative to the
cumulative total stockholder returns of the Standard & Poor’s ("S&P, 500") index, and a customized peer group of six
companies that includes: Alon USA Energy, Inc., CVR Energy, Inc., Delek US Holdings Inc., HollyFrontier Corp., Tesoro
Corp., and Valero Energy Corp. An investment of $100 (with reinvestment of all dividends) is assumed to have been made in
our common stock and peer group on December 31, 2007. The index on December 31, 2012 and its relative performance are
tracked through this date. The stock price performance included in this graph is not necessarily indicative of future stock price
performance.
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COMPARISON OF 60-MONTH CUMULATIVE TOTAL RETURN

Comparison of § Year Cumulative Total Return
Assumes Initial Investment of $100
December 2012
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COMPARISON OF 60-MONTH CUMULATIVE TOTAL RETURN
(Tabular representation of data in graph above)

December 2007 - June Dec Sep Dec Mar Jun Sep Dec Jun
2010 2007 2008 2008 2009 2009 2009 2009 2010
estern Refining, = s - 5 . . = 5 s
e, §100 84201 83224 $49.61  $29.33 - $26.80  $19.57 - 82090
S&P 500 100 80.71 62.99 56.05 64.98 75.12 79.65 74.34
PeerGroup 100 4356 3131 2883 2676 3127 2154 2870

September 2010 - Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec
December 2012 2010 2010 2011 2011 2011 2011 2012 2012 2012 2012

$21.77  $43.96  $70.42

e  $7507  $5176  §5521  $7837  $92.92  $109.61 $128.99
S&P 500 8274 9164  97.07 9716  83.69 9358 10535 10245 10895  108.53
PeerGroup 2885 3838 5247 4734 3444 3836 4824 4800 6457 703

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

On July 18, 2012, our board of directors authorized a share repurchase program of up to $200 million. We may repurchase
shares from time-to-time through open market transactions, block trades, privately negotiated transactions, accelerated share
repurchase transactions, or otherwise subject to market conditions, as well as corporate, regulatory, and other considerations.
Our board of directors authorized this share repurchase program through July 31, 2013, but may discontinue the program in its
discretion at any time prior to that date. During 2012, we purchased 3,324,135 shares as part of our share repurchase program at
a cost of $82.3 million. As of February 22, 2013 we have not purchased any additional shares.
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The following table presents shares repurchased, by month, during 2012.

Total number of Maximum dollar
shares purchased as  value that may yet be
part of publicly purchased under the
Total number of Average price paid announced plans or program

shares purchased per share (1) programs (in thousands)
July 1 - July 31 ; o R e % 200000
August 1 - August 31 — — — 200,000
September 1 - September 30 i ibosse il T UBsRs L T D06R6d L 192334
October 1 - October 31 2,443,102 24.65 2,443,102 132,066
November 1 - November 30 . - . sB4g69 2450 584669 - 117,730
December 1 - December 31 — — 117,730

(1) Average price per share excludes commissions.

22



Item 6. Selected Financial Data

The following tables set forth a summary of our historical financial and operating data for the periods indicated. The
summary results of operations and financial position data as of and for the five years ended December 31, 2012 have been
derived from the consolidated financial statements of Western Refining, Inc. and its subsidiaries.

The information presented below should be read in conjunction with Item 7. Management s Discussion and Analysis of
Financial Condition and Results of Operations and the consolidated financial statements and the notes thereto included in
Item 8. Financial Statements and Supplementary Data.

Year Ended December 31,
2012 2011 2010 2009 2008

(In thousands, except per share data)

Net sales '
Operating costs S
Cost of products sold (exclusive of depreciation and
amortization) (1) 8,054,385 7,532,423 7,155,967 5,944,128 9,735,500

© $9,503,134 $9.071,037 $ 7965053 $ 6807368 $10,725,581

97

3

109,

s
299,552

243 23286 8088 28936
135895 138,621 145981 113,611

10,526,285
199,296

7,258  7,859,61

1,830
(102,202)
(4,789)

10,890)

AR e
(391,204) 84,421
40,583 (20,224)
(17,049) $ (350,621) $ 64,197
ST

Income (loss) bef(;fé 1ncome taxes 617,087 (43,126)
Provi > taxe

o Net income (losé)

Diluted earnings (loss) per share 37 - 0.94
Weighted average basic shares outstanding 89,270 67,715
Weighted average dilutive shares outstar 11,822 2 . 67715

23



Year Ended December 31,

2012 2011 2010 2009 2008
(In thousands)

Cash Flow Data CAnaE
Net cash prov1ded by (used 1n)

Operating activities .. . . . 8§ . 134456 S 140,841 § 285,575

Investing activities ‘ ‘ 18,506 (72,194) (73,777)  (115361)  (220,554)

Financing activities (651,721)  (325,089)  (75657)  (30407)  (274,769)
Other Data - : -
Adjusted EBITDA(2) . 81083660 § 786239 § 287,770 § 192,948 §$ 399,667
Capital expenditures ' : 202,157 83,809 78,095 115,854 222,288
Balance Sheet Data (atend of periedy o it 1
Cash and cash equivalents $ 453,967 $ 170,829 $ 59912 $§ 74890 $ 79,817
Restricted cash e e ' o L 220 355‘?' . —— L e e e
Working capital - 559213 544981 272,750 311,254 314,521
Total assets e o 0,40 8,146 s 824 654 3,076,792
Total debt - ' 499863 803,990 1,069,531 1 116,664 1,340,500

Stockholders’ equity

) 819,828 675593 688452 811489
(1) The net effect of commodity hedging gains and losses included in cost of products sold for the periods presented was
as follows:

Year Ended December 31,
2012 2011 2010 2009 2008
(In thousands)

Realized commodity hedging gains (losses), net  § (144,448) $ (76,033) $ (9,770) $ (20,184) $ 5208

Unrealized commodity hedging gains (losseS)
net (229,672) 183,286 337 (1 510) 6,187

Total realized and unreahzed com odity hedgin
gains (losses), net ~ -

4120) § 107'275{3 s (9433) $ @1, 694) $ 11,395

ot Ao e SN e R e R B S i) B ot W, St il P i i it Ml

(2) Adjusted EBITDA represents earnings before interest expense and other financing costs, amortization of loan fees,
provision for income taxes, depreciation, amortization, maintenance turnaround expense, and certain other non-cash
income and expense items. However, Adjusted EBITDA is not a recognized measurement under United States
generally accepted accounting principles ("GAAP"). Our management believes that the presentation of Adjusted
EBITDA is useful to investors because it is frequently used by securities analysts, investors, and other interested
parties in the evaluation of companies in our industry. In addition, our management believes that Adjusted EBITDA is
useful in evaluating our operating performance compared to that of other companies in our industry because the
calculation of Adjusted EBITDA generally eliminates the effects of financings, income taxes, the accounting effects of
significant turnaround activities (that many of our competitors capitalize and thereby exclude from their measures of
EBITDA), and certain non-cash charges that are items that may vary for different companies for reasons unrelated to
overall operating performance.

Adjusted EBITDA has limitations as an analytical tool, and you should not consider it in isolation, or as a substitute
for analysis of our results as reported under GAAP. Some of these limitations are:

*  Adjusted EBITDA does not reflect our cash expenditures or future requirements for significant turnaround
activities, capital expenditures, or contractual commitments;

* Adjusted EBITDA does not reflect the interest expense or the cash requirements necessary to service interest or
principal payments on our debt;

«  Adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs; and

*  Adjusted EBITDA, as we calculate it, may differ from the Adjusted EBITDA calculations of other companies in
our industry, thereby limiting its usefulness as a comparative measure.
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Because of these limitations, Adjusted EBITDA should not be considered a measure of discretionary cash available to
us to invest in the growth of our business. We compensate for these limitations by relying primarily on our GAAP
results and using Adjusted EBITDA only supplementally. The following table reconciles net income (loss) to Adjusted
EBITDA for the periods presented:

Year Ended December 31,
2012 2011 2010 2009 2008

(In thousands)

81,349 134,601 146,549 121321 102,202
: 7 870 4789
Prov131on for income taxes 218,202 69,861 (26,077) (40,583) k 20,224
e e o S S S .
8,088 28,936

Mamténance turnaround’expense 47,140 2443 23,

299552

Unreahzed loss (gam) on commo 1ty e g1ng
transactlons net (b) 229,672 (183,286) (337) 1 510 (6 187)

(a) The calculation of Adjusted EBITDA for the year ended December 31, 2011 includes the add-back of net gains and
losses of $450.8 million incurred from the sale of the Yorktown refining and certain pipeline assets, and to a lesser
extent the impairment of Bloomfield refining assets. We have adjusted this amount to exclude a $3.6 million gain
related to the sale of platinum catalyst that was previously included in the net loss from other sales transactions. We
consider the sale of catalysts to be a routine transaction occurring in the normal course of business and as such, should
not be added back to net income (loss) in our calculation of Adjusted EBITDA.

(b) Adjusted EBITDA has been adjusted for the impact of net non-cash unrealized gains and losses related to our
commodity hedging transactions. We believe the inclusion of this component of net income provides a better
representation of Adjusted EBITDA given the non-cash and potentially volatile nature of commodity hedging.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion together with the financial statements and the notes thereto included elsewhere
in this annual report. This discussion contains forward-looking statements that are based on management's current
expectations, estimates, and projections about our business and operations. The cautionary statements made in this report
should be read as applying to all related forward-looking statements wherever they appear in this report. Our actual results
may differ materially from those currently anticipated and expressed in such forward-looking statements as a result of a
number of factors, including those we discuss under Part I — Item 14. Risk Factors and elsewhere in this report. You should
read such Risk Factors and Forward-Looking Statements in this report. In this Item 7, all references to “Western Refining,”

“the Company,” “Western,” “we,” “us,” and “our” refer to Western Refining, Inc. and its subsidiaries, unless the context
otherwise requires or where otherwise indicated.

Company Overview

We are an independent crude oil refiner and marketer of refined products and also operate retail stores that sell various
grades of gasoline, diesel fuel, and convenience store merchandise. We own and operate two refineries with a total crude oil
throughput capacity of 153,000 barrels per day ("bpd"). In addition to our 128,000 bpd refinery in El Paso, Texas, we own and
operate a refinery near Gallup, New Mexico, with a throughput capacity of 25,000 bpd. In September 2010, we temporarily
suspended refining operations of a 70,000 bpd refinery on the east coast of the United States near Yorktown, Virginia. Between
September 2010 and December 29, 2011, we operated a stand-alone refined product distribution terminal at Yorktown. On
December 29, 2011, we completed the sale of the Yorktown refining and terminal assets. We continue to market refined
products in the Mid-Atlantic region through our wholesale group. Our primary operating areas encompass west Texas, Arizona,
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Colorado, New Mexico, and the Mid-Atlantic region. In addition to the refineries, we also own and operate stand-alone refined
product distribution terminals in Albuquerque and Bloomfield, New Mexico, as well as asphalt terminals in Phoenix and
Tucson, Arizona; Albuquerque; and El Paso. As of December 31, 2012, we also operated 222 retail stores in Arizona, Colorado,
New Mexico, and Texas; a fleet of crude oil and refined product truck transports; and a wholesale petroleum products
distributor that operates in Arizona, California, Colorado, Nevada, New Mexico, Texas, Maryland, and Virginia.

We report our operating results in three business segments: the refining group, the wholesale group, and the retail group.
Our refining group currently operates the two refineries and related refined product distribution terminals and asphalt terminals.
At the refineries, we refine crude oil and other feedstocks into refined products such as gasoline, diesel fuel, jet fuel, and
asphalt. We market refined products to a diverse customer base including wholesale distributors and retail chains. Our
wholesale group distributes gasoline, diesel fuel, and lubricant products. Our retail group operates retail stores and sells
gasoline, diesel fuel, and merchandise. See Note 3, Segment Information, in the Notes to Consolidated Financial Statements
included elsewhere in this annual report for detailed information on our operating results by segment.

Major Influences on Results of Operations

Refining. Our net sales fluctuate significantly with movements in commodity values such as refined product prices and
the cost of crude oil and other feedstocks. The spread between our cost of crude oil and our sales prices for refined products is
the primary factor affecting our earnings and cash flows from operations. Factors driving the movement in petroleum based
commodities include supply and demand in crude oil, gasoline, and other refined products. Supply and demand for these
products depend on changes in domestic and foreign economies; weather conditions; domestic and foreign political affairs;
production levels; logistics constraints; availability of imports; marketing of competitive fuels; price differentials between
heavy and sour crude oils and light sweet crude oils, known as the heavy light crude oil differential; and government regulation.
Refining margins have improved consistently from 2010 through 2012. Another factor that impacted our annual margins when
we owned and operated the Yorktown refinery was the year-to-year narrowing of heavy light crude oil differentials that began
during the second quarter of 2009, continued significantly through 2010, and remained historically narrow during 2011. The
Yorktown refinery was capable of processing up to 100% of its throughput capacity with heavy crude oil, and these narrow
heavy light differentials had an ongoing negative impact on Yorktown's refining economics. Our refining results of operations
for 2011 and 2010 reflect additional negative impact of various impairment charges and a loss on the disposal of certain
refining assets. Discussion of these charges and loss follows below under Long-lived Asset Impairment Losses.

Other impacts to our overall refinery gross margins include the sale of lower value products such as residuum and
propane as well as refinery production loss. Higher crude costs tend to have a narrowing effect on the margin for lower value
product sales. Our refinery product yield volume is less than our total refinery throughput volume; a higher yield loss
negatively impacts our gross margin. Also affecting refining margins within refinery cost of products sold is the impact of our
economic hedging activity entered into primarily to fix the margin on a portion of our future gasoline and distillate production
and to protect the value of certain crude oil, refined product, and blendstock inventories. Included within our consolidated cost
of products sold were net realized and unrealized commodity hedging losses of $374.1 million for 2012 and net realized and
unrealized commodity hedging gains of $107.3 million for 2011. The majority of this activity relates to our refining segment
and the remainder relates to our wholesale segment. Our refining cost of products sold includes $350.5 million in net realized
and unrealized economic hedging losses for the year ended December 31, 2012 and $103.3 million in net realized and
unrealized economic hedging gains for the year ended December 31, 2011. Our results of operations are also significantly
affected by our refineries’ direct operating expenses, especially the cost of natural gas used for fuel and the cost of electricity.
Natural gas prices have historically been volatile. Typically, electricity prices fluctuate with natural gas prices.

Demand for gasoline is generally higher during the summer months than during the winter months. As a result, our
operating results for the first and fourth calendar quarters are generally lower than those for the second and third calendar
quarters of each year. The effects of seasonal demand for gasoline are partially offset by increased demand during the winter
months for diesel fuel in the Southwest. Refining margins remain volatile and our results of operations may not reflect these
historical seasonal trends.

Safety, reliability, and the environmental performance of our refineries’ operations are critical to our financial
performance. Unplanned downtime of our refineries generally results in lost refinery gross margin opportunity, increased
maintenance costs, and a temporary increase in working capital investment and inventory. We attempt to mitigate the financial
impact of planned downtime, such as a turnaround or a major maintenance project, through a planning process that considers
product availability, the margin environment, and the availability of resources to perform the required maintenance.

Periodically we have planned maintenance turnarounds at our refineries that are expensed as incurred. We completed a
scheduled maintenance turnaround at the south side of the El Paso refinery during the first quarter of 2010. We completed a 24
day refinery maintenance turnaround at our Gallup refinery during October 2012. After December 31, 2012 we began a
scheduled maintenance turnaround to be completed during the first quarter of 2013 for the north side units of the El Paso
refinery.
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The nature of our business requires us to maintain substantial quantities of crude oil and refined product inventories.
Because crude oil and refined products are commodities, we have no control over the changing market value of these
inventories. Our inventory of crude oil and the majority of our refined products are valued at the lower of cost or market under
the last-in, first-out ("LIFO") inventory valuation methodology. If the market values of our inventories decline below our cost
basis, we would record a write-down of our inventories resulting in a non-cash charge to our cost of products sold. Under the
LIFO inventory valuation method, this write-down is subject to recovery in future periods to the extent the market values of our
inventories equal our cost basis relative to any LIFO inventory valuation write-downs previously recorded. We have also
experienced LIFO liquidations based on decreased levels in our inventories. These LIFO liquidations resulted in an increase in
cost of products sold of $4.0 million for the year ended December 31, 2012 and decreases in cost of products sold of $22.3
million and $16.9 million, respectively, for the years ended December 31, 2011 and 2010. See Note 5, Inventories, in the Notes
to Consolidated Financial Statements included in this annual report for detailed information on the impact of LIFO inventory
accounting,

Wholesale. Earnings and cash flows from our wholesale business segment are primarily affected by the sales volumes
and margins of gasoline, diesel fuel, and lubricants sold. These margins are equal to the sales price, net of discounts less total
cost of sales and are measured on a cents per gallon ("cpg") basis. Factors that influence margins include local supply, demand,
and competition.

Historically, we purchased refined products to sell through our wholesale group in the Mid-Atlantic region from various
third parties. On August 31, 2012, we entered into an exclusive supply and marketing agreement with a third party covering
activities related to our refined product supply, hedging, and sales in the Mid-Atlantic region. Under the supply agreement, we
will receive monthly distribution amounts from the supplier equal to one-half of the amount by which our refined product sales
exceeds the supplier's costs of acquiring, transporting, and hedging the refined product. To the extent our refined product sales
do not exceed the refined product costs during any month, we will pay one-half of that amount to the supplier. Our payments to
the supplier are limited to an aggregate annual amount of $2.0 million.

Retail. Earnings and cash flows from our retail business segment are primarily affected by the sales volumes and margins
of gasoline and diesel fuel, and by the sales and margins of merchandise, sold at our retail stores. Margins for gasoline and
diesel fuel sales are equal to the sales price less the delivered cost of the fuel and motor fuel taxes, and are measured on a cpg
basis. Fuel margins are impacted, in descending order of magnitude, by competition, local and regional supply, and demand.
Margins for retail merchandise sold are equal to retail merchandise sales less the delivered cost of the merchandise, net of
supplier discounts and inventory shrinkage, and are measured as a percentage of merchandise sales. Merchandise sales are
impacted by convenience or location, branding, and competition. Our retail sales reflect seasonal trends such that operating
results for the first and fourth calendar quarters are generally lower than those for the second and third calendar quarters of each
year.

Long-lived Asset Impairment Losses. We review the carrying values of our long-lived assets for possible impairment
whenever events or changes in circumstances indicate that the carrying amount of assets to be held and used may not be
recoverable. A long-lived asset is not recoverable if its carrying amount exceeds the sum of the undiscounted cash flows
expected to result from its use and eventual disposition. If a long-lived asset is not recoverable, an impairment loss is
recognized in an amount by which its carrying amount exceeds its fair value.

In connection with the suspension of refining operations at our Bloomfield refinery during 2009, certain additional
impairment charges were recorded during the fourth quarters of 2011 and 2010. Based on the sustainable operational
improvements of our Gallup refinery during 2010 that were beyond what we had anticipated at the time of the Bloomfield
refinery idling, we determined that one of the three assets set aside for relocation to Gallup was no longer required to attain our
desired levels of production. Our 2011 fourth quarter analysis demonstrated that existing market conditions and availability of
superior economic alternatives further reduced the potential benefit of relocating Bloomfield assets to the Gallup refinery,
resulting in impairment of the two remaining assets initially set aside for relocation. We recorded additional impairment
charges of $11.7 million and $9.1 million, respectively, resulting from our fourth quarters of 2011 and 2010 analyses of specific
assets that we had previously planned to relocate from our Bloomfield facility to our Gallup refinery. These non-cash
impairment losses are included under (Gain) loss and impairments on disposal of assets, net in the Consolidated Statements of
Operations for the years ended December 31, 2011 and 2010.

In September 2010, in connection with the temporary suspension of refining operations at the Yorktown facility, we
performed an impairment analysis. Based on that analysis, we determined that the undiscounted forecasted cash flows exceeded
the carrying amount of the Yorktown long-lived and intangible assets and thus, no impairment was recorded at that time.
During the period that refining operations were suspended through the date of the sale of the Yorktown facility, we routinely
monitored refining industry market data, including crack spread and heavy light crude oil differential forecasts and other
refining industry market data to determine whether assumptions used in our impairment analysis should be revised or updated.
Our impairment analysis included considerable estimates and judgment, the most significant of which was the restart of
refining operations during the latter part of 2013.
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, In connection with the execution of the agreements to sell the Yorktown refining and terminal assets on December 29,
2011, we recorded a loss of $465.6 million, including transaction costs of $1.2 million. This loss has been included in (Gain)
loss and impairments on disposal of assets, net in the Consolidated Statement of Operations for the year ended December 31,
2011.

In a separate transaction with the third-party buyer of the Yorktown facility, we also sold an 82 mile section of our 16"
New Mexico Pipeline. The sale of this segment of pipeline resulted in a gain of $26.6 million, including transaction costs of
$0.1 million. We performed an impairment analysis on the remaining 342 miles of our pipeline in connection with the sale and
determined that no impairment of our remaining pipeline system existed as of December 31, 2011. This gain has been included
in (Gain) loss and impairments on disposal of assets, net in our Consolidated Statement of Operations for the year ended
December 31, 2011.

Factors Impacting Comparability of Our Financial Results

Our historical results of operations for the periods presented may not be comparable with prior periods or to our results of
operations in the future for the reasons discussed below.

Debt and Equity Transactions

During 2009, we issued $600.0 million in Senior Secured Notes consisting of both floating and fixed rate principal
amount notes. Also in 2009, we issued $215.5 million of Convertible Senior Notes. The conversion rate at December 31, 2012
is 102.3750 to each $1,000 of principal amount of Convertible Senior Notes. Including original issue discounts ("OID") we
reported annual interest costs related to the Senior Secured Notes and the Convertible Senior Notes at rates ranging from 13.0%
to 13.8%. In December 2011, we redeemed the entire $275.0 million of floating rate notes at a premium to par of 5%.

We made regularly scheduled interest and principal payments under our Term Loan Credit Agreement ("Term Loan™)
through the first quarter of 2012. In addition to scheduled payments, we made non-mandatory prepayments of $30.0 million
and $291.8 million during the first and second quarters of 2012, respectively, reducing the principal balance to zero.

As a result of the redemption of the Senior Secured Floating Rate Notes and the amendment of our Revolving Credit
Agreement in 2011 and the retirement of our Term Loan in 2012, we recognized losses on extinguishment of debt of
$34.3 million and $7.7 million, respectively. These losses are included in Loss on extinguishment of debt in the Consolidated
Statements of Operations for the years ended December 31, 2012 and 2011. Collectively, the redemption of the Senior Secured
Floating Rate Notes and the retirement of the Term Loan have contributed to decreases of $53.3 million in interest expense for
the year ended December 31, 2012 compared to 2011.

On July 18, 2012, our board of directors authorized a share repurchase program of up to $200 million. We may repurchase
shares from time-to-time through open market transactions, block trades, privately negotiated transactions, accelerated share
repurchase transactions, or otherwise subject to market conditions, as well as corporate, regulatory, and other considerations.
Our board of directors authorized this share repurchase program through July 31, 2013, but may discontinue the program at its
discretion at any time prior to that date. During 2012, we purchased 3,324,135 shares as part of our share repurchase program at
a cost of $82.3 million. As of February 22, 2013 we have not repurchased any additional shares.

See Note 13, Long-Term Debt, and Note 18, Stockholders’ Equity, in the Notes to Consolidated Financial Statements
included in this annual report for more detailed information.

Asset Impairments and Disposals

During the fourth quarter of 2011, we entered into two separate agreements for the sale of the Yorktown, Virginia,
refining and terminal assets and an 82 mile section of our 424 mile crude oil pipeline system in southeast New Mexico. Gross
proceeds for these two asset sales totaled $220.4 million, resulting in a loss on disposal of the Yorktown assets of
$465.6 million and a gain on disposal of the 82 mile pipeline section of $26.6 million. During the first quarter of 2011, we sold
platinum assets from the Yorktown refinery. Gross proceeds on the sale totaled $11.3 million resulting in a gain on the sale of
$3.6 million. A loss of $435.4 million related to these 2011 disposals has been included in (Gain) loss and impairments on
disposal of assets, net in the Consolidated Statement of Operations for the year ended December 31, 2011.

During the fourth quarters of 2011 and 2010, respectively, we recorded additional impairment charges of $11.7 million
and $9.1 million resulting from our 2011 and 2010 fourth quarter analyses of specific assets that we had previously planned to
relocate from our Bloomfield facility to our Gallup refinery. These non-cash impairment losses are included in (Gain) loss and
impairments on disposal of assets, net in our Consolidated Statements of Operations for the years ended December 31, 2011
and 2010, respectively.

We completed an impairment analysis of the long-lived assets at our Flagstaff, Arizona, product distribution terminal
following our permanent closure of the facility in the third quarter of 2010. The analysis determined that impairment existed,
and we accordingly recorded a third quarter 2010 non-cash impairment charge of $3.8 million related to Flagstaff terminal
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long-lived assets. This charge is included under other (Gain) loss and impairments on disposal of assets, net in our
Consolidated Statement of Operations for the year ended December 31, 2010.

Employee Benefit Plans

As of December 31, 2012, we have distributed $25.8 million ($5.7 million in 2012, $7.2 million in 2011, and
$12.8 million in 2010) from plan assets to plan participants as a result of the 2010 temporary idling of Yorktown refining
operations and resultant termination of several participants of the Yorktown cash balance plan. We contributed $1.5 million and
$4.4 million to the Yorktown pension plan during 2012 and 2011, respectively. Subject to a Memorandum of Understanding
between Western Refining Yorktown, Inc. and the union representing the Yorktown refinery employees, eligible terminated
employees, both bargained for and non-bargained for, were given the option of receiving either severance pay or coverage
under the Yorktown retiree medical plan, but not both. The resulting choices made by the terminated employees reduced our
benefits obligation by $4.5 million as of December 31, 2011 (an increase of $0.8 million in 2011 and a decrease of $5.3 million
in 2010). Currently, we do not plan to terminate the Yorktown retiree medical plan.

Commodity Hedging Activities, Environmental Cost Recoveries, Property Taxes, and Other

Our operating results for the years ended December 31, 2012 and 2010 included realized and unrealized net losses from
our commodity hedging activities of $374.1 million and $9.4 million, respectively, and realized and unrealized net gains from
our commodity hedging activities of $107.3 million for the year ended December 31, 2011. The current year results are
primarily the result of our use of swap contracts for the purpose of fixing the margin on a portion of our future gasoline and
distillate production. See Note 16, Crude Oil and Refined Product Risk Management, in the Notes to Consolidated Financial
Statements included in this annual report for further discussion on our commodity hedging activities.

During 2012, we increased our annual property tax expense estimate by approximately $11.6 million resulting from
revised El Paso property appraisal rolls for 2012. We believe the appraised property values to be in error and have filed a
lawsuit in state district court to appeal this appraised value.

Our income tax provisions for the years ended December 31, 2012 and 2011 include the effects of a change in our
valuation allowance of $2.8 million and $23.7 million, respectively, against the deferred tax assets for Virginia and Maryland
generated through the operations of the Yorktown facility prior to the sale of the facility in December 2011.

During the latter part of March 2010, we reversed $14.7 million related to our accrued bonus for 2009. This revision of
our 2009 bonus estimate reduced direct operating expenses and selhng, general, and administrative expenses for 2010 by
$8.5 million and $6.2 million, respectively.

Planned Maintenance Turnaround

During the years ended December 31, 2012, 2011, and 2010, we incurred costs of $47.1 million, $2.4 million, and
$23.3 million, respectively, for maintenance turnarounds. Costs incurred during 2012 and 2011 related primarily to the planned
2012 turnaround for Gallup. We began a refinery maintenance turnaround at our Gallup refinery during September 2012. That
turnaround was completed during October 2012. During 2010, we incurred costs of $23.3 million in connection with a
maintenance turnaround at the El Paso refinery. Our next scheduled maintenance turnaround is during the first quarter of 2013
for the north side units of the El Paso refinery. We expense the cost of maintenance turnarounds when the expense is incurred,
while most of our competitors capitalize and amortize maintenance turnarounds.
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Critical Accounting Policies and Estimates

We prepare our financial statements in conformity with U.S. GAAP. Note 2 to our Consolidated Financial Statements
contains a summary of our significant accounting policies, many of which require the use of estimates and assumptions. We
believe that of our significant accounting policies, the following are noteworthy because they are based on estimates and
assumptions that require complex, subjective assumptions by management that can materially impact reported results. Changes
in these estimates or assumptions, or actual results that are different, could materially impact our financial condition, results of
operations, and cash flows.

Inventories. Crude oil, refined product, and other feedstock and blendstock inventories are carried at the lower of cost or
market. Cost is determined principally under the LIFO valuation method to reflect a better matching of costs and revenues.
Ending inventory costs in excess of market value are written down to net realizable market values and charged to cost of
products sold in the period recorded. In subsequent periods, a new lower of cost or market determination is made based upon
current circumstances. Under the LIFO inventory valuation method, this write-down is subject to recovery in future periods to
the extent the market values of our inventories equal our cost basis relative to any LIFO inventory valuation write-downs
previously recorded. We determine market value inventory adjustments by evaluating crude oil, refined products, and other
inventories on an aggregate basis by geographic region.

Retail refined product (fuel) inventory values are determined using the first-in, first-out ("FIFO") inventory valuation
method. Retail merchandise inventory value is determined under the retail inventory method. Wholesale refined product,
lubricant, and related inventories are determined using the FIFO inventory valuation method. Refined product inventories
originate from either our refineries or from third-party purchases.

Maintenance Turnaround Expense. The units at our refineries require periodic maintenance and repairs commonly
referred to as “turnarounds.” The required frequency of the maintenance varies by unit but generally is every two to six years
depending on the processing unit involved. We expense the cost of maintenance turnarounds when the expense is incurred.
These costs are identified as a separate line item in our Consolidated Statements of Operations.

Long-lived Assets. We calculate depreciation and amortization on a straight-line basis over the estimated useful lives of
the various classes of depreciable assets. When assets are placed in service, we make estimates of what we believe are their
reasonable useful lives. For assets to be disposed of, we report long-lived assets at the lower of carrying amount or fair value
less cost of disposal.

We review the carrying values of our long-lived assets for possible impairment whenever events or changes in
circumstances indicate that the carrying amount of assets to be held and used may not be recoverable. A long-lived asset is not
recoverable if its carrying amount exceeds the sum of the undiscounted cash flows expected to result from its use and eventual
disposition. If a long-lived asset is not recoverable, an impairment loss is recognized in an amount by which its carrying
amount exceeds its fair value.

Tn order to test our long-lived assets for recoverability, we must make estimates of projected cash flows related to the
asset being evaluated that include, but are not limited to, assumptions about the use or disposition of the asset, its estimated
remaining life, and future expenditures necessary to maintain its existing service potential. In order to determine fair value, we
must make certain estimates and assumptions including, among other things, an assessment of market conditions, projected
cash flows, investment rates, interest/equity rates, and growth rates that could significantly impact the estimated fair value of
the asset being tested for impairment.

Intangible Assets. We amortize intangible assets, such as rights-of-way, licenses, and permits over their economic useful
lives, unless the economic useful lives of the assets are indefinite. If an intangible asset’s economic useful life is determined to
be indefinite, then that asset is not amortized. We consider factors such as the asset’s history, our plans for that asset, and the
market for products associated with the asset when the intangible asset is acquired. We consider these same factors when
reviewing the economic useful lives of our existing intangible assets as well. We review the economic useful lives of our
intangible assets at least annually.

Environmental and Other Loss Contingencies. We record liabilities for loss contingencies, including environmental
remediation costs, when such losses are probable and can be reasonably estimated. Environmental costs are expensed if they
relate to an existing condition caused by past operations with no future economic benefit. Estimates of projected environmental
costs are made based upon internal and third-party assessments of contamination, available remediation technology, and
environmental regulations. Loss contingency accruals, including those for environmental remediation, are subject to revision as
further information develops or circumstances change and such accruals can take into account the legal liability of other parties.

Certain of our environmental obligations are recorded on a discounted basis. Where the available information is sufficient
to estimate the amount of liability, that estimate is used. Where the information is only sufficient to establish a range of
probable liability and no point within the range is more likely than other, the lower end of the range is used. Possible recoveries
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of some of these costs from other parties are not recognized in the financial statements until they become probable. Legal costs
associated with environmental remediation are included as part of the estimated liability.

Financial Instruments and Fair Value. We are exposed to various market risks, including changes in commodity prices.
We use commodity future contracts, price swaps, and options to reduce price volatility, to fix margins for refined products, and
to protect against price declines associated with our crude oil and blendstock inventories. We recognize all commodity hedge
transactions that we enter as either assets or liabilities in the Consolidated Balance Sheets and those instruments are measured
at fair value. For instruments used to mitigate the change in value of volumes subject to market prices, we elected not to pursue
hedge accounting treatment for financial accounting purposes, generally because of the difficulty of establishing and
maintaining the required documentation that would allow for hedge accounting. The swap contracts used to fix the margin on a
portion of our future gasoline and distillate production do not qualify for hedge accounting treatment. Therefore, changes in the
fair value of these commodity hedging instruments are included in income in the period of change. Net gains or losses
associated with these transactions are recognized within cost of products sold using mark-to-market accounting.

Other Postretirement Obligations. Other postretirement plan expenses and liabilities are determined based on actuarial
valuations. Inherent in these valuations are key assumptions including discount rates, future compensation increases, expected
return on plan assets, health care cost trends, and demographic data. Changes in our actuarial assumptions are primarily
influenced by factors outside of our control and can have a significant effect on our other postretirement liability and cost. A
defined benefit postretirement plan sponsor must (a) recognize in its statement of financial position an asset for a plan’s
overfunded status or liability for the plan’s underfunded status, (b) measure the plan’s assets and obligations that determine its
funded status as of the end of the employer’s fiscal year, and (c) recognize, as a component of other comprehensive income, the
changes in the funded status of the plan that arise during the year but are not recognized as components of net periodic benefit
cost.

Stock-Based Compensation. We measure the cost of employee services received in exchange for equity instruments,
awarded under either of our long-term incentive plans, based on the grant date fair value of the award. The fair value of each
awarded share is equal to the market price at closing as of the measurement date. We amortize the expense on a straight-line
basis over the scheduled vesting periods of individual awards.

Recent Accounting Pronouncements

The accounting provisions covering the presentation of comprehensive income were amended to allow an entity the
option to present the total of comprehensive income (loss), the components of net income (loss), and the components of other
comprehensive income (loss) either in a single continuous statement or in two separate but consecutive statements. These
provisions are effective for the first interim or annual period beginning after December 15, 2011, and are to be applied
retrospectively, with early adoption permitted. The adoption of this guidance effective January 1, 2012 did not affect our
financial position or results of operations because these requirements only affected disclosures.

The accounting provisions covering fair value measurements and disclosures were amended to clarify the application of
existing fair value measurement requirements and to change certain fair value measurement and disclosure requirements.
Amendments that change measurement and disclosure requirements relate to (i) fair value measurement of financial
instruments that are managed within a portfolio, (ii) application of premiums and discounts in a fair value measurement, and
(iii) additional disclosures about fair value measurements categorized within Level 3 of the fair value hierarchy. These
provisions are effective for the first interim or annual period beginning after December 15, 2011. The adoption of this guidance
effective January 1, 2012 did not affect our financial position or results of operations because these requirements only affected
disclosures.
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Results of Operations

A discussion and analysis of our consolidated and operating segment financial data and key operating statistics for the
three years ended December 31, 2012 is presented below:

Consolidated

Fiscal Year Ended December 31, 2012 Compared to Fiscal Year Ended December 31, 2011

Year Ended December 31,
2012 2011 Change
(In thousands)
037 s 43097

Net sales (1) : =

Operating costs and expenses
Cost of products sold (exclusive of depreciation and amo; ) (1) 8,05 . 7532423 . 521,962
Direct operating expenses (exclusive of deprecnatxon and amomzatlon) (1) 483,070 463,563 19,507

Selling, general, and administrative expen 14628 '« 105768 -« 83860
(Gain) loss and impairments on dlsposal of assets net 447,166 (449,057)
Maintenance turnaround expense e 2443 . 44,697
Depreciation and amortization 135,8‘95 (41,988)

Total operating costs and expenses g 8687258 103,981
Operating income k 711,895 383,779 328,116
Othier IMeDIE (CXpeHS@):: R S e e
Interest income /
Interest expense and égh{étzﬁhgncingjf¢0stsf;<ﬁ o
Amortization of loan fees '
Loss on extinguishment of debt =
Other, net A
Income before income taxes

696 510 186

. (8?1f,3,4 (134,601) = 53252
(8,926) 2,066
34336) 26,682
(3,898) 4,257
202528 ¢ 414,559
Provision for income taxes (69,861) (148,341)
Net income i : 308885 § 132667 § 266218

i

(1) Excludes $4,909.4 million and $5,022.8 million of intercompany sales; $4,901.5 million and $5,010.9 million of
intercompany cost of products sold; and $7.9 million and $11.9 million of intercompany direct operating expenses for the
years ended December 31, 2012 and 2011, respectively.
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Year Ended December 31,
2012 2011 Change
(In thousands, except per share data)

Key OperatmgStatlstlcs i

Fuel sales volume (bbls) (mcludlng 1ntersegment sales)

 Refining - e 61375 69,109 (1,734)
Wholesale ' ' 36204 36,742 (538)
'Tetal fuel sales volumev * - ‘ - 110,513 111,337 (824)

Costs and expenses (net of mtersegment)

Wholesale V 3,966, 425 3,990, 681 (24,256)
260963
Total operating 'c'os'{é : h ' o $ 8529582 $ 7,99598 $ 533,596

Economlc hedglng actlvmes recognlze within cost of products sold -
1 eahzed hedgmg loss, net . 2 1 448) $  (76,033) $  (68415)
Unreahzed hedging gain (loss), net / o (229,672) 183,286 (412,958)
‘f.;,f(loss), 0 200 § 107253 § (481,373)

;Operatwns S L
Welghted average ba51c common shares

289

Basic ea 448 L4608 2%
Welghted average d11uted common shares 111,822 109,792 2,030

Overview. The increase in net income from 2011 to 2012 was primarily due to continued strengthening in our margin
environment led by significant crude oil cost advantages reflected in refining margins and improved operating results in our
wholesale and retail segments. The year over year increase was also impacted by the lack of significant asset disposal losses in
the current year. Offsetting a portion of the overall increase in net income were 2012 net realized and unrealized losses from
economic hedging activities from our refining and wholesale segments compared to a net gain in the prior year. We discuss
economic hedging gains and losses in greater detail within our Refining Segment analysis under Refinery Gross Margin.

We analyze segment margins as a function of net sales less cost of products sold (exclusive of depreciation and
amortization). At a consolidated level, our margin decreased from 2011 to 2012 by $89.9 million, due largely to a decrease in
our refining margins of $125.3 million, which is a reflection of unrealized commodity hedging gains and losses recorded within
cost of products sold. In 2011, we reported an unrealized commodity hedging gain compared to a loss in 2012. Excluding the
impact of this activity, refining margins improved over 2011 as a result of our improving crude oil cost advantage in refining.
Both our wholesale and retail groups recognized margin increases of $7.9 million and $35.4 million, respectively, net of
intercompany transactions that eliminate in consolidation.

Direct Operating Expenses (exclusive of depreciation and amortization). The increase in direct operating expenses from
2011 to 2012 resulted from an increase from our retail and wholesale groups of $22.3 million and $5.3 million, respectively,
offset by a decrease from our refining group of $8.2 million, net of intercompany transactions that eliminate in consolidation.

Selling, General, and Administrative Expenses. The increase in selling, general, and administrative expenses from 2011
to 2012 resulted from an increase in corporate overhead and our retail group of $9.1 million and $0.8 million, respectively,
offset by a decrease from our refining and wholesale groups of $0.3 million and $0.8 million, respectively. The increase of
$9.1 million in corporate overhead was primarily due to increased lease expense ($2.0 million), wages ($1.8 million), charitable
contributions ($1.2 million), and commitment fees ($0.9 million). The increase in lease expense was the direct result of lease
buy-outs of long-term operating leases. The increase in wages was the result of annual pay raises coupled with an increase in
annual incentive compensation.

(Gain) Loss and Impairments on Disposal of Assets, Net. The gain for 2012 related to sales of various assets from our
refining group. The loss for 2011 was comprised of losses of $465.6 million related to the sale of the Yorktown refinery and

33



terminal assets and $11.7 million related to certain abandoned Bloomfield refinery assets, offset by gains of $26.6 million from
the sale of a segment of our pipeline system and $3.6 million related to the sale of catalyst no longer in use at Yorktown.

Maintenance Turnaround Expense. Turnaround costs relate primarily to the 2012 turnaround at our Gallup refinery. The
Gallup turnaround began during the third quarter of 2012 and was completed in October 2012. Additionally, turnaround costs
were incurred during 2012 for the planned turnaround of the north side units of the El Paso refinery during the first quarter of
2013,

Depreciation and Amortization. The decrease from 2011 to 2012 was primarily due to the disposal of the Yorktown
facility in December 2011.

Operating Income. The increase from 2011 to 2012 was primarily the result of decreased losses and impairments on the
disposal of assets and decreased depreciation and amortization, offset by a decrease in our margin per barrel and increased
direct operating and maintenance turnaround expense.

Interest Income. Interest income remained relatively unchanged.

Interest Expense. The decrease from 2011 to 2012 was attributable to lower debt levels and lower average cost of
borrowing during the year ended December 31, 2012 compared to 2011. Lower debt levels were due to the retirement of our
Term Loan and resultant write-off of related loan fees.

Amortization of Loan Fees. Amortization of loan fees decreased from 2011 to 2012 due to the retirement of our Term
Loan and resultant write-off of related loan fees.

Loss on extinguishment of debt. We recorded a loss on extinguishment of debt for the year ended December 31, 2012
resulting from the prepayment of our Term Loan. The loss on extinguishment of debt for the year ended December 31, 2011
was the result of our early redemption of the Floating Rate Notes on December 21, 2011 and an amendment to our Term Loan
Credit Agreement.

Other, Net. Other, net during 2011 includes amounts related to the settlement of a lawsuit.

Provision for Income Taxes. We recorded income tax expense for the year ended December 31, 2012 using an effective
tax rate of 35.4% compared to the federal statutory rate of 35%. Our 2012 income tax provision includes a $2.8 million
increase in our valuation allowance from December 31, 2011.

We recorded income tax expense for the year ended December 31, 2011 using an estimated effective tax rate of 34.5%,
compared to the federal statutory rate of 35%. Our 2011 income tax provision includes the effect of recording a valuation
allowance of $23.7 million against certain net operating loss carry-forwards related to Yorktown operations.

See additional analysis under the Refining Segment, Wholesale Segment, and Retail Segment.
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Fiscal Year Ended December 31, 2011 Compared to Fiscal Year Ended December 31, 2010

Year Ended December 31,
2011 2010 Change
(In thousands)

037 $ 7,965,053  $ 1,105,984

Net sales ( l)
Operatlng costs and expenses:
 Cost of products sold (exclusive of depreciation and amortization) (1) 7,532,423 7,155967 376,456
Direct operating expenses (exclusive of depre01at10n and amortlzatlon) (1) 463,563 ' 444,531 o 19,032
 Selling, general CeE e e e
Loss and 1mpa1rments on dlsposal of assets net ‘ S 447,166‘ - 13,638 434,128
. Maintenanée umaronnfexpense -~ = = - 0 L0 0 O 286 (20,843)
Depreciation and amortization k k - 135 895 138,621 (2,726)
Hon anc BRES e R RRRIDSE, T S0 gTR e naaD
383 779 - 105 435 278,344

441 69
(134, 146,549) 11,948
Amortlzatlon of loan fees (8,92 )v (9;?39) - 813
extinguishment of debt : (4336 — o (34336)
ther, net 3, 898) 7286  (11,184)
~ Income (loss) before income t. G e 202,528 (43,126) 245,654
Provision for income taxes b V & (69 861) 26,077 (95,938)

- Net income (loss) . e

Interes income 510

 Interest expense and other financing costs

(1) Excludes $5,022.8 million and $3,294.0 million of intercompany sales; $5,010.9 million and $3,287.5 million of
intercompany cost of products sold; and $11.9 million and $6.5 million of intercompany direct operating expenses for the
years ended December 31, 2011 and 2010, respectively.
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Year Ended December 31,
2011 2010 Change

(In thousands, except per share data)

Key Operating Statistics il
Fuel sales volume (bbls) (including mtersegment sales)
Refining : L e 69,109 - 90,806 (21,697)
Wholesale ' 36,742 24,043 12,699
Retail i fisbiig b B 486 s Vi 9361 5550
Total fuel sales volume 111,337 119,785 (8,448)

Costs and expenses (net of 1ntersegment)

- Refining Ses ot e e 891300738 05,033,046 8 (1:920,119)
Wholesale ‘ ‘ " 3,990,681 1,904,094 2,086,587
Retail SV RTRIESNe RO IR GRS 200,020
Total operating costs - ‘ S 7,99598 $ 7,600498 § 395488

Economic hedging activities recogmzed w1thm cost of products sold »
Realized hedging loss, net st ; : g $ - (76,033) §  (9770) §  (66,263)
Unrealized hedging gain, net 183,286 337 182,949

Total hedging gain(loss),met .8 107253 §  (9433) $ 116,686
Operatlons D e e e ol el e [

Welghted average basw common shares 88,981 88 204 777
Basic carnings (loss) per commonshare 8 146§ (019§ 16
Weighted average diluted common shares 109 792 88 204 21,588

1.53

Diluted earnings (loss) per share T
Overview. The increase in net income from 2010 to 2011 was primarily due to an improved margin environment,
significant crude oil cost advantages, and net realized and unrealized economic hedging gains during 2011,

The increase from 2010 to 2011 was primarily the result of an increase in segment margins from our refining, wholesale,
and retail groups of $708.5 million, $17.6 million, and $3.5 million, respectively, net of intercompany transactions that
eliminate in consolidation. Our margin for 2011 reflects an increase from unrealized economic hedging gains, partially offset
by decreased sales volumes.

Direct Operating Expenses (exclusive of depreciation and amortization). The increase from 2010 to 2011 resulted from
increases of $13.9 million and $13.5 million in direct operating expenses from our wholesale and retail groups, respectively,
and a decrease of $8.3 million from our refining group, net of intercompany transactions that eliminate in consolidation. Direct
operating expenses for the year ended December 31, 2010 were reduced by $8.5 million related to the first quarter 2010
reversal of our December 2009 incentive bonus accrual.

Selling, General, and Administrative Expenses. The increase from 2010 to 2011 resulted from increased expenses in
corporate overhead and our refining and retail groups of $13.6 million, $7.3 million, and $2.2 million, respectively, and a $1.5
million decrease in our wholesale group. The increase of $13.6 million in corporate overhead was primarily due to increased
incentive compensation ($8.0 million), increased wages and other employee expenses ($2.8 million), the cost of various
information technology initiatives ($1.4 million), and increased group insurance expense ($1.1 million). Selling, general, and
administrative expenses were reduced $6.2 million related to the reversal of our December 2009 incentive bonus accrual during
the first quarter of 2010.

Loss and Impairments on Disposal of Assets, Net. The loss for 2011 included a $465.6 million loss related to the sale of
the Yorktown refinery and terminal assets and an $11.7 million loss related to certain Bloomfield refinery assets, offset by a
$26.6 million gain related to the sale of a segment of our pipeline system and a $3.6 million gain related to the sale of platinum
assets at Yorktown in the first quarter. The loss for 2010 was the result of our decision to permanently close our product
distribution terminal in Flagstaff, Arizona and additional impairment related to certain of our Bloomfield refinery assets. Non-
cash impairment charges of $4.0 million primarily related to the Flagstaff long-lived assets and $9.1 million related to the
Bloomfield assets were reported during 2010.
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Maintenance Turnaround Expense. Costs in 2011 were incurred for the planned 2012 turnaround at our Gallup refinery.
Costs in 2010 were for a turnaround at our El Paso refinery.

Depreciation and Amortization. The majority of the decrease from 2010 to 2011 was due to differences in the timing of
various assets reaching the end of their estimated useful lives and the disposal of the Yorktown facility in December 2011.

Operating Income. The increase from 2010 to 2011 was attributable to increased refinery gross margins coupled with
decreased maintenance turnaround expense and decreased depreciation and amortization expense offset by loss and
impairments on disposal of assets, increased direct operating expenses, and increased selling, general, and administrative
expenses.

Interest Income. Interest income remained relatively unchanged.

Interest Expense and Other Financing Costs. The decrease from 2010 to 2011 was due to our lower average cost of
borrowing during 2011 compared to 2010 resulting from our early redemption of the Floating Rate Notes during 2011 and an
amendment to our Term Loan Credit Agreement.

Amortization of Loan Fees. Amortization of loan fees remained relatively unchanged.

Loss on extinguishment of debt. The loss on extinguishment of debt for 2011 was the result of our early redemption of the
Floating Rate Notes and an amendment to our Term Loan Credit Agreement.

Other, Net. Both periods include amounts related to the settlement of different lawsuits.

Provision for Income Taxes. Our effective tax rate can be affected by any estimated tax credits that we plan to utilize for
the year’s estimated tax provision. Generally, such tax credits will lower our tax expense and effective rate when we have
positive earnings and increase our tax benefit and effective rate when we have losses.

We recorded income tax expense during 2011 using an estimated effective tax rate of 34.5%, compared to the federal
statutory rate of 35%. Our 2011 income tax provision includes the effect of recording a full valuation of $23.7 million against
certain net operating loss carry-forwards related to Yorktown operations.

We recorded an income tax benefit using an estimated effective tax rate of 60.5% for 2010, compared to the federal
statutory rate of 35%. The effective tax rate was higher primarily due to the federal income tax credit available to small
business refiners related to the production of ultra low sulfur diesel fuel.

See additional analysis under the Refining Segment, Wholesale Segment, and Retail Segment.
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Refining Segment

The following tables set forth our summary and individual refining operating results and throughput and production data.
All Refineries summary tables include summary operating results and throughput and production data for all of our refineries
for the periods presented. Southwest Refineries summary tables present current and prior year operating and production results
of our refining facilities operational for the periods presented. We do not allocate corporate selling, general, and administrative
expenses to the individual refineries or other related refinery operations.

Fiscal Year Ended December 31, 2012 Compared to Fiscal Year Ended December 31, 2011
All Refineries and Related Operations

Year Ended December 31,
2012 (6) 2011 (6) Change

(In thousands, except per barrel data)

Net sales (including intersegment sales) -
Operating costs and expenses:
Cost of products sold (exclusive of depreciation an:

Direct operating expenses (exclusive of depreciation and amortization) 320, 659
Selling, general, and administrative expenses o St (315)
(Gain) loss and impairments on dlsposal of assets, net (1,382) 44’7 166 (448 548)

244'

Maintenance turnaround expense - ;
1 ]9 057

Depreciation and amortlzatlon
 Total operating co '
Operatmg income

735,742

415,134

320, 608

Key Operating Statistics =~ L :
Total sales volume (bpd)(l) - 184,086 189339 (5,253)
Total refinery production (bpd)
Total refinery throughput (bpd) (2) 149,809 142,257 7,55’2'
Per barrel of throughput: - e
Refinery gross margin (3) (5) ” $ 2201 $ 2582 § (381
Refinery gross margin: éiiéluding hedg:iﬂg*hcti S TR T G s — s e 457
Gross profit (3) (5) (2.92)
Direct operating expenses (4). i G (-().49)
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Southwest Refineries (El Paso and Gallup with Related Operations)

Year Ended December 31,
2012 (6) 2011 (6) Change
(In thousands, except per barrel data)

CEsmss s

: g intersegment sale
Operating costs and éXpenses: N

8 7,048,140 89346
9 285,800 34,859
6 ii e

Direct operating expenses (exclusive of depreciation and amortization) 320,65

13,447

44,697

1,321
183,355

Operating income S 730878 $ 958335 § (227,457

(4,937)
149,809

* Refinery gross margin (3) (5) $ 2192 § 2572 $ (3.80)
, . TR IR Sty
2051

All Refineries (El Pase and Gallup)

Year Ended December 31,
2011 Change

Refinery product yields (bpd):

57,037
5019
3,644
0,124

61,224

Refinery throughput (bpd)

Sour or heavy crude oil 24,792 19,876 k 4916

Total refinery throughput (bpd) (2) - ”149‘,k80§’ 142,257 7,552
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El Paso Refinery

Year Ended December 31,
2011 Change

Key. Operating Statistics
Refinery product yields (bpd):

. Gasoline 3,433
Diesel and jet fuel 4,389
- Residuum 436
Other 398
- Total refinery pre@etmn (bpd) 8,656
Reﬁnery throughput (bpd):
‘Sweet crude oil : 2815
Sour orude oil 4916
Other feedstocks wd bfendstocks e e T3 T e ST 054
Total refinery throughput (bpd) (2) ‘ 126,930 118 145 8,785
Total sales Volume (bpd). (e o T (3844)
Per barrel of throughput: '
_ Refinery gross margin 3) (5) | Wi § D s R T Ty
Direct operating expenses (4) k ’ 4.50 4.50 —
Gallup Refinery
Year Ended December 31,

2012 2011 Change

Key Opel’aﬁng S‘t‘;ﬂd T -
Refinery product YIelds (bp d)

Gasoline oL L AREE 508 - @12n
Diesel and jet fuel k 6,624 6,826 (202)
Other - = : 3 5 s T 760 ey
Total refinery productlon (bpd) - 2257 23,576 (1,319)
Reﬁuery throughput (bpd): N e rana
Sweet crude oil 21,758 817)
Other feedstocks and blendstoc 2 354‘ o (416)
Total reﬁnery throughput (bpd) (2) (1,233)
Total sales volume (bpd) (1) D)
Per barrel of throughput:
_ Refinery gross marg 5 o 282 2605 8 220
Direct operating /expenses @ 9.60 8.27 1.33

(1) Sales volume includes sales of refined products sourced primarily from our refinery production as well as refined products
purchased from third parties. We purchase additional refined products from third parties to supplement supply to our
customers. These products are similar to the products that we currently manufacture and represented 13.83% and 14.78%
of our total consolidated sales volumes for the years ended December 31, 2012 and 2011, respectively. The majority of the
purchased refined products are distributed through our wholesale refined product sales activities in the Mid-Atlantic region
where we satisfy our refined product customer sales requirements through a third-party supply agreement.

(2) Total refinery throughput includes crude oil, other feedstocks, and blendstocks.

(3) Refinery gross margin is a per barrel measurement calculated by dividing the difference between net sales and cost of
products sold by our refineries’ total throughput volumes for the respective periods presented. Net realized and net non-
cash unrealized economic hedging gains and losses included in the combined refining segment gross margin are not
allocated to the individual refineries. Cost of products sold does not include any depreciation or amortization. Refinery
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gross margin is a non-GAAP performance measure that we believe is important to investors in evaluating our refinery
performance as a general indication of the amount above our cost of praducts that we are able to sell refined products.
Each of the components used in this calculation (net sales and cost of products sold) can be reconciled directly to our
statement of operations. Our calculation of refinery gross margin may differ from similar calculations of other companies
in our industry, thereby limiting its usefulness as a comparative measure.

The following table reconciles combined gross profit for all refineries to combined gross margin for all refineries for the
periods presented:

Year Ended December 31,
2012 2011 Change

(In thousands, except per barrel data)

: CiU Nenal sale - € o (59 520)
‘ Cost of products sold (exclusive of deprec1atlon and amortization) 7,133,308 7,059,210 74,098
Depreciat (41482

" (92,136)

Gross profit 1,129295  1221,431

Plus depreciation anc

Reﬁnery gross margln $ 1,206,870

$ 1,340,488 $ (133,618)
rReﬁnery gxoss ‘margin perref nery hroughput ba 2§ (3.81)

Gross profit per refinery throughput barrel $ 2060 $ 2352 $ (2.92)

The following table reconciles gross profit for our Southwest refineries to combined gross margin for our Southwest
refineries for the periods presented: -

Year Ended December 31,
2012 2011 Change

(In thousands, except per barrel data)

Net sales (including i : 3 A . (44,102)
Cost of products sold (excluswe of deprec1at10n and amortlzatlon) 7 137 486 . 7,048,140 » 89 346
Depreciation and amor S5 geps4 1301
Gross profit ' 1.124.431 1,259,200 (134 769)
‘ 1, 321

$ 1,202,006 $ 1 335 454 $ (133 448)

$ 23 (3'.74')

20.51

$

Gross proﬁt per reﬁnery throughput barrel '

(4) Refinery direct operating expenses per throughput barrel is calculated by dividing direct operating expenses by total
throughput volumes for the respective periods presented. Direct operating expenses do not include any depreciation or
amortization.

(5) Cost of products sold for the combined refining segment includes the net realized and net non-cash unrealized hedging
activity shown in the table below. The hedging gains and losses are also included in the combined gross profit and refinery
gross margin but are not included in those measures for the individual refineries.

Year Ended December 31,
2012 2011 Change
(In thousands)
Realized hedging loss, n ,805) $§  (78995) § (41,810
Unrealized hedgmg gain ( oss) net "(229,672) 182,343 (412,015)
Total hedgmg gain (loss), net 50477) $ 103348 §  (453.825)

(6) The difference between the total refining financial data and our Southwest refining financial data represents the sale of
refined products associated with the Yorktown operations. We sold 5,707 barrels of feedstocks during 2012 and 120,783
barrels during 2011.
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Overview. The increase in operating income from 2011 to 2012, excluding commodity hedging activities, was primarily
attributable to higher refining margins influenced by the strong margin environment and crude oil discounts. We continue to
realize the positive impact from the discount of WTI crude oil to Brent crude oil, and more recently the WTI Midland/Cushing
discount at our El Paso refinery, discussed under Refinery Gross Margin below. The year over year increase was also impacted
by the lack of significant asset disposal losses in the current year. Partially offsetting the overall increase in operating income
was a greater year over year loss from economic hedging activities.

Refinery Gross Margin. Refinery gross margin is a function of net sales (including intersegment sales) less cost of
products sold (exclusive of depreciation and amortization). Refinery gross margin decreased from 2011 to 2012 due to an
increase in net realized and unrealized economic hedging losses and lower sales volumes. We enter into hedge contracts to
manage our exposure to commodity price risks or to fix sales margins on future gasoline and distillate production. We record
unrealized mark-to-market gains and losses related to our economic hedging instruments based on the difference between
forward crack spreads and the fixed margins that result from our hedge contracts. We incur unrealized commodity hedging
losses when forward spreads are in excess of our fixed contract margins. We recognize hedging gains and losses within cost of
product sold, which directly impacts our refining gross margin. Our 2012 refining gross margin included significant net
realized and unrealized commodity hedging losses compared to net hedging gains in 2011. Also, our refined product sales
volume decreased from 69.1 million barrels in 2011 to 67.4 million barrels in 2012.

Excluding the impact of hedging activities, refining margin per throughput barrel increased from 2011 to 2012, consistent
with strong industry trends and our cost advantaged crude supply relative to industry benchmarks. The Gulf Coast benchmark
3:2:1 crack spread improved to $28.79 in 2012 from $24.48 in 2011. We base all of our crude oil purchases on pricing tied to
WTI, and our margins were positively impacted by the discount of WTI crude oil to Brent crude oil. Though it remains strong,
the WTI/Brent discount has been volatile over the past two years due in part to new and proposed crude oil pipeline capacity
additions in the Permian Basin and at Cushing, Oklahoma. We are uncertain as to the potential duration of this large
differential. During 2012, the refining margin reflected the added advantage of the widening price differential between WTI
Cushing crude oil and WTI Midland crude oil. For our El Paso refinery, this differential averaged $4.01 per barrel for 2012
compared to $0.42 for 2011. Permian Basin crude oil production continues to increase, providing additional cost-advantaged
crude oil for our El Paso refinery and contributes to the discount we receive on WTI Midland crude oil. Total refinery
throughput increased from 2011 to 2012 primarily due to operational efficiencies at the El Paso refinery during 2012 and the
lack of significant weather-related disruptions at the El Paso refinery as occurred in 2011, The positive impact in 2012 was
partially offset by the scheduled turnaround that was completed at our Gallup refinery during October 2012.

Direct Operating Expenses (exclusive of depreciation and amortization). The decrease in direct operating expenses
primarily resulted from decreased energy expenses of $16.1 million due to the Yorktown sale and the decrease in price of
natural gas for the El Paso and Gallup refineries. On December 29, 2011, we completed the sale of the Yorktown refining and
terminal assets, therefore, certain direct operating expenses associated with the Yorktown facility that were incurred during
2011 were not incurred in 2012. Also, maintenance expenses and chemicals and catalyst expenses decreased $4.8 million and
$2.3 million, respectively, that primarily related to the Yorktown sale. These decreases were partially offset by increased
property tax expense of $11.6 million resulting from an increase in appraised property values for our El Paso refinery and
increased outside support services of $4.0 million for inspections, outside engineering, and technical services at the El Paso
refinery and the Jal storage facility.

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses remained relatively
unchanged from 2012 to 2011.

(Gain) Loss and Impairments on Disposal of Assets, Net. The net gain during 2012 was primarily the result of
transactions relating to the sale of catalyst from our refineries. The net loss for 2011 was comprised of a $465.6 million loss
related to the sale of the Yorktown refinery and an $11.7 million loss related to certain Bloomfield refinery assets, offset by a
$26.6 million gain related to the sale of a segment of our pipeline system and a $3.6 million gain related to the sale of platinum
assets at Yorktown in the first quarter.

Maintenance Turnaround Expense. During the years ended December 31, 2012 and December 31, 2011, we incurred
costs in connection with the planned turnaround at our Gallup refinery. The Gallup turnaround began during the third quarter of
2012 and was completed in October 2012. Additionally, tarnaround costs were incurred during 2012 for the planned turnaround
of the north side units of our El Paso refinery planned for the first quarter of 2013.

Depreciation and Amortization. Depreciation and amortization decreased from 2012 to 2011 due to the disposal of the
Yorktown facility in December 2011.
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Fiscal Year Ended December 31, 2011 Compared to Fiscal Year Ended December 31, 2010

All Refineries and Related Operations

Year Ended December 31,
2011 2010 Change
(In thousands, except per barrel data)

118,661

935
295,644

119,490

248,785 (59,446)
192,99 52,873)

(52,235)

Gross profit (3) (6)
* Direct operat
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Southwest Refineries (El Paso and Gallup with Related Operations)

Year Ended December 31,
2011 2010 Change

(In thousands, except per barrel data)

Net sales (including intersegment sale
Operating costs and expenses

11,302,144
43,378
7,296
(27,661)

- (20843)
3,368

Deprematlon and amortlzatlon
‘Total operating costs and expenses
Operating income
KeyOperatmgSg Ce - ik
Total sales volume (bpd) (1) ‘ ‘ 189,007 (606)
Total refinery production (bpd) =~ = e 140,128 0 149, (8,883)
Total refinery throughput (bpd) (2) N 142,257 151,288 (9,031)
Per barrel of throughput: e S i R R TR
Reﬁnery gross margin (3) (6) 2572 $ 1042 $ 1530
Refinery gross margin excluding hedgmg actiwues 3) (6) e R st e R L T R
Gross profit (3) (6) ’ 2425 910 15.15

058335

S 203745 § ‘754 500

Direct, operating expenses (4)

All Refineries

Year Ended December 31,
2011 2010 (5) Change

Key Operating Statistics
Refinery Product Yields (bpd)
Gasoline Soleriaie s e e R e s (28,703)
Diesel and jet fuel 57,037 73,774 (16,737)
Residuum St R bR R R e 489 320
Other \ 3,644 7,174 (3,530)
Liguigbyspeodigis =0 o0l Sl i S e TR R (48,650)
By-products (coke) ‘ — 4223 (4,223)
Total refinery production(bpd) 7T 0104 192997  (52,873)
Refinery Throughput (bpd) . ‘ - -
Sweetcrudeoil SR L iR TR T 17681)
Sour or heavy crude oil | ' 19,876 o 44,129 (24,253)
Other feedstocks and blendstocks 9034 19335  (10301)
Total refinery throughput (bpd) (2) 142,257 194,492 (52,235)
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Southwest Refineries (El Paso and Gallup)

Year Ended December 31,
2011 2010

Change

]

Refinery Product Yields (bpd)

o e
58122 (1,085)

(389)
(8,883)

Diesei énd jét fuel

Refinery Throughput (bpd)

259 o {11912)
007 5,869
2 .. (2988
151,288 (9,031)

Sour crude oil

Total refinery throughput (bpd) (2) 142,257“

El Paso Refinery

Year Ended December 31,
2011 2010

Refinery product yields (bpd):
- (1509
s k(41,36”0)

Sour crude oil

19,876 14,007 5869
blends v
Total refinery throughput (bpd) (2)

127.177

118,145

Direct operating expenses (4)
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Gallup Refinery

Year Ended December 31,
2011 2010 Change

Key Operating Statistics ”
Reﬁnery product ylelds (bpd)

< Gasoline (225)
Diesel and jet fuel 275
 Other /i . ”’1 . L (26)
Total refinery productlon (bpd) 24
Sweet crude 011 618
“Other feedstocks and blendstoc - (617)
Total refinery throughput (bpd) 2) 1
Total sales volum_e “_m
Per barrel of throughput
Refinery grossmargin(3)(6¢) =~ 8§ 2605 % 16.82 $ 9.23
Direct operating expenses (4) N 8.27 6.68 1.59
Yorktown Refinery
Year Ended
December 31,
2010 (5)
Key Operating Statisti . e
Refinery Product Ylelds (bpd)
_ Gasoline s . e , e (28?043
D1ese1 and jet fuel - ) L 20,926
L1qu1d by- products ‘ . ‘ 53,168
Total refmery productlon (bpd) “ ' 58,815
Refinery throughput (bpd): e T RS
Sweet crude oil _ 7,713
Heaty crsdeoil A0 B I e ey 40274
Other feedstocks and blendstocks 9,777
Total sales volume (bpdi (1) (5) ﬂ ‘ k ——5—9_,-17_2
Per barrel ofthroughput: , - k ﬁ;_“' . o : BEgts
Refinery gross margln (3) (6) ' $ 3.49

Direct operating expenses (4) e o e ‘ 5.93

(1) Sales volume includes sales of refined products sourced primarily from our refinery production as well as refined products
purchased from third parties. We purchase additional refined products from third parties to supplement supply to our
customers. These products are similar to the products that we currently manufacture and represented 14.78% and 9.89% of
our total consolidated sales volumes for the years ended December 31, 2011 and 2010, respectively. The majority of the
purchased refined products were distributed through our wholesale refined product sales activities in the Mid-Atlantic
region where we satisfied our refined product customer sales requirements through third-party purchases since we no
longer produce refined products in the region.

(2) Total refinery throughput includes crude oil, other feedstocks, and blendstocks.
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(3) Refinery gross margin is a per barrel measurement calculated by dividing the difference between net sales and cost of
products sold by our refineries’ total throughput volumes for the respective periods presented. Net realized and net non-
cash unrealized economic hedging gains and losses included in the combined refining segment gross margin are not
allocated to the individual refineries. Cost of products sold does not include any depreciation or amortization. Refinery
gross margin is a non-GAAP performance measure that we believe is important to investors in evaluating our refinery
performance as a general indication of the amount above our cost of products that we are able to sell refined products.
Each of the components used in this calculation (net sales and cost of products sold) can be reconciled directly to our
statement of operations. Our calculation of refinery gross margin may differ from similar calculations of other companies
in our industry, thereby limiting its usefulness as a comparative measure.

The following table reconciles combined gross profit for all refineries to combined gross margin for all refineries for the
periods presented:

Year Ended December 31,
2011 2010 Change

(In thousands, except per barrel data)

Nel - 329,579
Cost of products sold (excluswe of deprematlon and amortlzatron) 7”'059 210 7 ,439,826 / (380,616)
Deprecratlon andamortlzatlon L e e 05’7 118 661'7 e T
~ Gross profit . ' 1,221,431 511,632 709,799
deprematlon and amortlzatron i 119 ; S 118661 @ 396
Reﬁnery gross margm 1,340,488 B 630 293 $ 710,195

Gross profit per reﬁnery throughput barrel (4) $ 2352 § 721§

The following table reconciles gross profit for our Southwest refineries to combined gross margin for our Southwest
refineries for the periods presented:

Year Ended December 31,
2011 2010 Change
(In thousands, except per barrel data)

2,062,272
1,302,144

7,048,140 5,745,996

: 3 368

Gross proﬁt 502 440 756,760
2 jation and amortrzatro" .\ L T60 72886 3368
Reﬁnery gross margin | | $ 1335454 $ 575326 $ 760,128
Refinery ¢ gross margin per refinery throughp‘ barrel (4) PR T T R e T
Gross profit per refinery throughput barrel (4) . $ 2425 § 910 $ 1515

(4) Refinery direct operating expenses per throughput barrel is calculated by dividing direct operating expenses by total
throughput volumes for the respective periods presented. Direct operating expenses do not include any depreciation or
amortization.

(5) In September 2010, we temporarily suspended refining operations at the Yorktown refinery. We calculated Yorktown total
bpd refinery production and refinery throughput by dividing total volumes by 273 days. Total Yorktown sales volume
includes refined product sales, following the temporary suspension, through December 31, 2010. We calculated
Yorktown’s bpd sales volume by dividing total refinery sales volume by 365 days. We had no refinery production at
Yorktown during any part of 2011 or 2012, and we sold all of the Yorktown refining assets in December 2011. For our
combined refining operating statistics, we calculated total bpd refinery sales volume, refinery production, refinery
throughput, and refinery product yields by dividing all refineries’ operations by 365 days.
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(6) Cost of products sold for the combined refining segment includes the net realized and net non-cash unrealized hedging
activity shown in the table below. The hedging gains and losses are also included in the combined gross profit and refinery
gross margin but are not included in those measures for the individual refineries.

Year Ended December 31,
2011 2010 Change
(In thousands)
Rl B MO 5 T R T BT (000
Unrealized hedging gain, net k 182,343 337 182,006
Total hedging gain (loss),met . § 103348 3  (9433) § 112781

Overview. The increase in operating income from 2010 to 2011 was primarily due to higher refining margins reflective of
the strong margin environment and crude oil discounts, economic hedging gains, and decreased maintenance turnaround
expenses. This increase was partially offset by a net loss on disposal of assets primarily related to the sale of the Yorktown
refinery.

Refinery Gross Margin. Refinery gross margin increased from 2010 to 2011 due to higher refining margins per barrel of
refined products excluding the impact of hedging activities and an increase in net realized and unrealized economic hedging
gains, partially offset by lower sales volumes.

Excluding the impact of hedging activities, refining margin per throughput barrel increased from 2010 to 2011, consistent
with strong industry trends and our cost advantaged crude supply relative to industry benchmarks. The Gulf Coast benchmark
3:2:1 crack spread improved to $24.48 in 2011 from $8.76 in 2010. We base all of our crude oil purchases on pricing tied to
WTI, and our margins were positively impacted by the discount of WTI crude oil to Brent crude oil. Beginning in early 2011,
our refining margin began to reflect the logistical advantage gained by our access to and use of WTI Cushing crude oil. During
2011, we began entering into hedge contracts to fix the margin on a portion of our future gasoline and distillate production.
Prior hedging activities focused on mitigating the change in value of inventory volumes only. Our 2011 refinery gross margin
included significant net realized and unrealized commodity hedging gains compared to net hedging losses in 2010.

The impact of these increases were partially offset by lower sales volumes of refined products in part due to the weather-
related outage at our El Paso refinery during the first quarter of 2011. Our sales volume decreased from 90.8 million barrels in
2010 (including 21.6 million barrels sold from the Yorktown refinery) to 69.0 million barrels in 2011.

Direct Operating Expenses (exclusive of depreciation and amortization). Direct operating expenses decreased from 2010
to 2011 primarily due to the $50 million impact of idling the Yorktown refinery. Also contributing to the decrease were
decreased maintenance expenses of $6.3 million, including a $4.8 million insurance recovery for the weather-related outage
during the first quarter of 2011 at our El Paso refinery. Partially offsetting these decreases were increased labor and repair
expenses of $19.7 million and increased material and supplies expense of $8.3 million primarily related to repairs associated
with the weather-related outage at our El Paso refinery during the first quarter of 2011. Additionally, there were increased
personnel costs of $7.2 million related to higher incentive compensation, increased chemicals and catalyst of $6.9 million
associated with increased prices for the Fluid Catalytic Cracking Unit at the E] Paso refinery, and increased outside services of
$4.1 million primarily due to various scoping and engineering studies performed at the El Paso refinery during 2011.

Selling, General, and Administrative Expenses. The increase in selling, general, and administrative expenses from 2010
to 2011 primarily resulted from increases in personnel costs of $6.9 million resulting from higher incentive compensation
during 2011 and the reversal of the 2009 incentive bonus accrual in the first quarter of 2010.

Loss and Impairments on Disposal of Assets, Net. The net loss for 2011 was comprised of losses of $465.6 million for the
disposal of the Yorktown refinery and $11.7 million related to certain Bloomfield assets offset by gains of $26.6 million from
the sale of a segment of our pipeline system and $3.6 million related to the first quarter sale of platinum assets at Yorktown.

As a result of our decision to permanently close our product distribution terminal in Flagstaff, Arizona, during the third
quarter of 2010, we completed an impairment analysis of the related long-lived assets. From this analysis, we determined that
impairment existed. Accordingly, we recorded an impairment charge of $3.8 million primarily related to the Flagstaff long-
lived assets during the year ended December 31, 2010. Also during 2010, we determined the existence of additional impairment
related to certain of our Bloomfield refinery assets and recorded a non-cash impairment charge of $9.1 million.

Maintenance Turnaround Expense. During the year ended December 31, 2011, we incurred costs in anticipation of the
turnaround scheduled for the third quarter of 2012 at the Gallup refinery. During the year ended December 31, 2010, we
incurred costs associated with a turnaround in the first quarter of 2010 at the El Paso refinery.

Depreciation and Amortization. Depreciatién and amortization remained relatively unchanged from 2010 to 2011.
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Wholesale Segment

Fiscal Year Ended December 31, 2012 Compared to Fiscal Year Ended December 31, 2011

Year Ended December 31,
2012 2011 (3) Change
(In thousands, except per gallon data)

% 4860291 $ 4753790 § 106,501

Net sales (including interscgment sales).
Operating costs and exbehses o
Cost of products sold (¢ sive of depreciatio amortization) T g 645, 851 102,226
Direct operatlng expenses (excluswe of deprec1at10n and amortlzatlon) 67,491 65 829 1,662
: Sellmg, general‘;s Xpense : o e i 407 . . - 770)
‘ ‘ (509) (509)

- 3814 @98y

: 4,829,280 102 111

Key Operatmg Data

CRisiSaioRs sl e e e e 830, 581‘ L3173 (22592)
bFuel gallons soldtoretail ' - ) o 23,137 31,769
Av 1 sales price per gallon EDL S e TR
Average fuel cost per gallon 3.17 0.10
Fuel margin per gallon (2) 006 001

Average lubricant sales price per gallon 11 15' $ 1085 § 0.30
Average lubricant costpergallon 10 05 960 045
Lubrlcant margm M 9. 9% : 11.5% (1.6)%

Realized hedgmg gain (loss) o $ (23,643) § 2962 $ (26,605
' ‘ e s e T )

The following table reconciles fuel sales and cost of fuel sales to net sales and cost of products sold:

Year Ended December 31,
2012 2011 Change
(In thousands, except per gallon data)

Net Sales . s » ; o fnt i
Fuel sales (mcludlng 1ntersegment sales) $ 5,054, 987 $ 4 971,199 $ 83,788
 Bxoisetaxesincludedinfuelsales . (355057)  (366393) 10,436
Lubricant sales - 128,171 117,478 10,693
 Other sales (including intersegmentsalesy 33000 31506 1,584
Net Sales - o | $ 4,860,291 5 4,753,790 $ 106,501
Cost of Products Sold - e e ne e .
Fuel cost of products sold ' ' 5 4970965 $ 4895 302 8 75663
'[Exc1se taxes mcluded‘m/’ﬁlelcost of products sold,}; L s 957) ~ (366,393) 10,436
Lubricant cost of products sold . ' 115,540 103,925 11,615
 Other cost of products sold s L 17 529 .o 1BO1T 0 4512
~ Cost of Products Sold S § 4743077 S 4645851 5 102226
s Ws_ﬁ?s_ﬁrm:

"\Fuelﬁma.rgm per gallon (2)
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(1) Lubricant margin is a measurement calculated by dividing the difference between lubricant sales and lubricant cost of
products sold by lubricant sales. Lubricant margin is a measure frequently used in the wholesale petroleum products
industry to measure operating results related to lubricant sales.

(2) Fuel margin per gallon is a measurement calculated by dividing the difference between fuel sales and fuel cost of products
sold for our wholesale segment by the number of gallons sold. Fuel margin per gallon is a measure frequently used in the
wholesale petroleum products industry to measure operating results related to fuel sales.

(3) Our wholesale group began selling refined product through the Yorktown facility during January 2011 and continues to
supply refined product to the region as a customer of the terminal facility that we sold in December 2011. The refined
products sold through the Yorktown facility were purchased from third parties.

Overview. Operating income increased $4.4 million from 2011 to 2012, The increase was primarily due to increased fuel
margins from our wholesale operations in the Southwest offset by decreased margins from our Northeast wholesale operations.
Our margins in the Northeast were mainly affected by the increase in realized economic hedging losses year over year. On
August 31, 2012 our wholesale segment entered into a supply and marketing agreement with a third party covering activities
related to refined product supply, hedging, and sales in the Mid-Atlantic region. Under the agreement we will receive one-half
of the amount our refined product sales exceed the supplier's cost of acquiring, transporting, and hedging the refined products
and we will pay one-half the amount our refined product sales do not exceed the refined product costs, with an annual limit of
$2.0 million.

Wholesale Gross Margin. We analyze gross margin as a function of net sales (including intersegment sales) less cost of
products sold (exclusive of depreciation and amortization). Wholesale gross margin increased by $4.3 million from 2011 to
2012 primarily due to a higher percentage increase in the average sales price per gallon in comparison to the percentage
increase in cost of refined product per gallon from our wholesale activity in the Southwest. Decreased fuel margins in the
Northeast served to partially offset the increased Southwest margins. The Northeast margin decreased due to 2012 realized
economic hedging losses compared to gains in 2011, We enter into inventory hedge contracts to protect our refined product
inventory values from market volatility, and recognize hedging gains and losses within cost of products sold as these contracts
settle. This has a direct impact on our calculated fuel gross margin. In addition, lubricant margin per gallon decreased year over
year due to increased cost of lubricants without corresponding increases in the sales price.

Direct Operating Expenses (exclusive of depreciation and amortization). Direct operating expenses increased from 2011
to 2012 primarily due to increased insurance premium rates, addition of new property leases and increased rents for existing
property leases, higher maintenance and higher materials and supplies due to equipment additions to certain transportation
assets. Partially offsetting the increases was a decrease in environmental remediation expense.

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses decreased from 2011 to
2012 due to a decrease in wages based on lower 2012 employee headcount and decreased bad debt expense due to improved
collections.

Gain on Disposal of Asset, Net. Gain on disposal of assets for the year ended December 31, 2012 was related primarily to
gains on lease buy-outs and subsequent sale of 17 fuel tanker trucks.

Depreciation and Amortization. Depreciation and amortization decreased $0.5 million from 2011 to 2012.

50



Fiscal Year Ended December 31, 2011 Compared to Fiscal Year Ended December 31, 2010

Year Ended December 31,
2011 (3) 2010 Change
(In thousands, except per gallon data)

$ 247058 $ 2 ,283,204

cluding intersegment sa
Operatmg costs and expenses

2383931 2261920
48,222 17,607
o 12638 (146])

5,069 (757)
Total opera in, ense 69 0 860 w
' Operatrng income - m—l_ $ 20,726 $ 5,895
Fuel gallons sold 1,009, 786 533,387
 Fue 2303 18693 26215
Average fuel sales pnce per gallon ) - $ 322 $ 256 $ 0.66
 Average fuel cost per gallon o L : 080 TN 067
Fuel margm per gallon (2) 0.07 (0.01)
’ Lubrrcant gallons sold 10,664 159
, fon | g L e
Average lubrrcant cost per gallon - ‘ 9.60 8.48 1.12
Lubrrcantmargm(l} R B S Y R, oy
 Realized hedging gain ~ 2962 o 2962
Unrealized hedging gain 943 - 943
The following table reconciles fuel sales and cost of fuel sales to net sales and cost of products sold:
Year Ended December 31,
2011 2010 Change
(In thousands, except per gallon data)
Net Sales Shai s : s R 53
Fuel sales (mc]udlng 1ntersegment sales) S $ 4 971 199 $ 2,588,628 § 2,382,571
es included in fuel sales - . (366393)  (250,550) (115,843)
Lubrlcant sales Y 117,478 102,200 15,278
 Other sales (including intersegmentsales) 31506 30308 1,198
Net Sales o - S 4753790 $ 24705586 $ 2,283,204
Cost ofPrdduets Solﬂ a0 - e .
Fuel cost of products sold ’ ' $ 4895302 $ 2,527,758 §$§ 2,367,544
 Excise taxes 1ncluded,,;fel.cost of products sold . (366393)  (250,550) (115,843)
Lubricant cost of products sold 103,925 ' 90,4l 1 13,514
Other cost of products Sﬂl,d e , e o ‘13,0‘17 16312 (3,295
Cost of Products Sold $ 4645851 $ 2383931 $ 2,261,920
Fuel marginpergallon (@ s 006 S  00. %7 (00D

(1) Lubricant margin is a measurement calculated by dividing the difference between lubricant sales and lubricant cost of
products sold by lubricant sales. Lubricant margin is a measure frequently used in the wholesale petroleum products
industry to measure operating results related to lubricant sales.
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(2) Fuel margin per gallon is a measurement calculated by dividing the difference between fuel sales and fuel cost of products
sales for our wholesale segment by the number of gallons sold. Fuel margin per gallon is a measure frequently used in the
wholesale petroleum products industry to measure operating results related to fuel sales.

(3) Our wholesale group began selling refined product through the Yorktown facility during January 2011 and continues to
supply refined product to the region as a customer of the terminal facility that we sold in December 2011. The refined
products sold through the Yorktown facility were purchased from third parties. Net sales of $1,338.7 million, cost of
products sold of $1,327.6 million, and direct operating costs of $6.8 million for the year ended December 31, 2011 were
from 2011 wholesale activities through the Yorktown facility with no comparable activity in the prior period. Further
discussion of the impact of this wholesale activity is included in the period to period comparisons below.

Overview. Operating income increased by $5.9 million primarily due to positive results from our wholesale operations in
the Northeast, including the results of our hedging transactions, without comparable activity in the prior period.

Wholesale Gross Margin. We analyze gross margin as a function of net sales (including intersegment sales) less cost of
products sold (exclusive of depreciation and amortization). Wholesale gross margin increased by $21.3 million from 2010 to
2011 primarily from wholesale operations in the Northeast without comparable activity in the prior year. Wholesale gross
margin attributable to the Northeast operations was $11.1 million. During 2011, we entered into inventory hedge contracts to
protect our refined product inventory values from market volatility, and recorded realized hedging gains and losses within cost
of products sold as these contracts settled. We concluded 2011 with a net realized economic hedging gain in wholesale cost of
products sold without comparable activity in 2010. The remainder of the increase was primarily due to an increase in the sales
price of refined products, increased fuel sales volume, and increased sales price of lubricants offset by increased cost of refined
products, lubricants, and purchased fuel volume.

Direct Operating Expenses (exclusive of depreciation and amortization). Direct operating expenses increased from 2010
to 2011 primarily because we transferred activity related to our Northeast terminalling operations from refining to our
wholesale segment. We recognized increased costs in wholesale including terminalling and storage fees, personnel costs,
operating materials and supplies, and lease expenses.

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses decreased from 2010 to
2011 primarily from decreased bad debt expense, partially offset by an increase in field and back office support personnel costs
related to the Northeast operations transferred from refining to wholesale.

Depreciation and Amortization. Depreciation and amortization decreased $0.8 million from 2010 to 2011.
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Retail Segment

Fiscal Year Ended December 31, 2012 Compared to Fiscal Year Ended December 31, 2011
Year Ended December 31,
2012 2011 Change

(In thousands, except per gallon data)

$ 1212070 § 940395 $ 271,675

38247; Lt 1236285
22,335
832

820

260272

'$___1_1&

diF I;Q7' A ey ;
102,793
10,473

60,815
S
003

S 248023 $ 204998 § 43,025
29.0% 28.0% 1.0%
uap 209 13

The following table reconciles fuel sales and cost of fuel sales to net sales and cost of products sold:

Year Ended December 31,
2012 i 2011 Change
(In thousands, except per gallon data)

| Fuel sales (iﬁéiuding intersegﬁient sales) - | | $ 1,036,404 $~ ‘ 792 502 $ 243‘,902
 Exciset I e s e
248 023 204,998 43,025

i 39448 26,150 13,298
Net Sales $ 1212 070 $ 940,395 $ 271,675

Fuel cost of products sold 978,979 $ N 753 487 $ ‘225,492

costofproductssold 1 (111,805)  (83255) (28,550)
* Merchandise cost of products sold - 176,215 147,692 28,523
e e 323 10,820

Cost of Products Sold | $ 1074532 $ 838247 $ 236285

(1) Merchandise margin is a measurement calculated by dividing the difference between merchandise sales and merchandise
cost of products sold by merchandise sales. Merchandise margin is a measure frequently used in the retail industry to
measure operating results related to merchandise sales.

(2) Fuel margin per gallon is a measurement calculated by dividing the difference between fuel sales and fuel cost of products
sold for our retail segment by the number of gallons sold. Fuel margin per gallon is a measure frequently used in the retail
industry to measure operating results related to fuel sales.

Overview. The increase in operating income from 2011 to 2012 was primarily due to increased same store operating
margins coupled with higher fuel sales volumes. The effect of the new retail outlets added during 2011 was an increase in
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operating income of $5.0 million and the effect of new retail outlets added during 2012 was a reduction of operating income by
$1.0 million. During 2012, we added 13 stores to our retail network. We added 59 stores during 2011 including 37 stores added
in the fourth quarter. The operating results discussed below include a full year's operations in 2012 of stores added in the latter
part of 2011.

Retail Gross Margin. Retail gross margin is a function of net sales (including intersegment sales) less cost of products
sold (exclusive of depreciation and amortization). The increase in retail gross margin from 2011 to 2012 was primarily due to
higher realized per gallon fuel margins, increased merchandise sales and margins, and the positive result of the additional retail
outlets added during 2012 and 2011. Fuel margin per gallon improved over 2011 due to small improvements in the general
economy and relatively stable retail fuel sales pricing among our competition. The effect of the new retail outlets added during
2012 was an increase of retail gross margin of $4.2 million and the effect of new retail outlets added during 2011 was an
increase of retail gross margin of $24.4 million.

Direct Operating Expenses (exclusive of depreciation and amortization). The increase in direct operating expenses from
2011 to 2012 was primarily due to retail outlets added in 2012 and in late 2011. The addition of the new outlets resulted in
increased employee expense, credit card processing fees resulting from the increase in credit sales, property taxes, lease
expense, and utilities. The new retail outlets added in 2012 required additional costs of $4.7 million and the new retail outlets
added in 2011 required additional costs of $18.4 million.

Selling, General, and Administrative Expenses. The increase in selling, general, and administrative expenses from 2011
to 2012 was primarily due to increased field and back office support personnel required to support the addition of new retail
outlets during 2012 and 2011.

Depreciation and Amortization. Depreciation and amortization remained relatively unchanged over 2011. The majority of
the retail outlets added during 2012 and 2011 were through operating leases.
Fiscal Year Ended December 31, 2011 Compared to Fiscal Year Ended December 31, 2010

Year Ended December 31,
2011 2010 Change

(In thousands, except per gallon data)

Net sales (including intersegment sales % 940395 $ 718369 $ 222,026
Operating costs and expenses /
Cost of products sold (exclusive of depreciation and amortization) 838247 619,674 218,573
Direct operating expenses (exclusive of deprematlon and amortxzatlon) ' 80,458 66, 997 13,461

Selling, general, and adm1mstrat1ve expenses

5095 274
10,245 (592)
702,011 233676

B 16358 $ (11,650)

Depreciation and amortization
_ Total operating costs and expenses
Operating income

Key Operating Data E T
Fuel gallons sold (in thousands) 230,429 207,303 23,126
Average fuslsalespricepergalion - il i B L R D g BRE g 088
Average fuel cost per gallon k o ’ 2 62 0.65
Fuel margin per gallon (2) 0.02)
Merchandisesales =~ . 204998 ¢ - $ 13674
Merchandise margin (1) 28.0% 28.5% 0.5)%
Operatng retal outets af period end SO REE
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The following table reconciles fuel sales and cost of fuel sales to net sales and cost of products sold:

Year Ended December 31,
2011 2010 Change
(In thousands, except per gallon data)

582,688 $ 209,814

- Exciset d in fuel rev (83.255)  (719639) (3,616)
Merchandise sales 204,998 191,324 13,674
_ Other sales - - s - e1500 0 23996 0 2184

Net Sales

k 940,395 $ 718,369 $ 222,026
Cost 2 R e e ]

ts;Sold,

Fuel cost of products sold $ N 753;487 $ 543,916M$ | 209,5’71
. ’Exc1se taxes mcluded in fuel cost of products sold . (83255)  (79.639)  (3.616)
Merchandlse cost of products sold 147,692 136,855 10,837

0B s L e
838,247 $

619674 $ 218 573
019 $ - (0.02)

(1) Merchandise margin is a measurement calculated by dividing the difference between merchandise sales and merchandise
cost of products sold by merchandise sales. Merchandise margin is a measure frequently used in the retail industry to
measure operating results related to merchandise sales.

(2) Fuel margin per gallon is a measurement calculated by dividing the difference between fuel sales and fuel cost of products
sold for our retail segment by the number of gallons sold. Fuel margin per gallon is a measure frequently used in the retail
industry to measure operating results related to fuel sales.

Overview. The decrease in operating income from 2010 to 2011 was the result of increased direct operating and selling,
general, and administrative costs, primarily related to the addition of new retail outlets during 2011. The effect of the new retail
outlets added in 2011 was a reduction of operating income by $3.8 million. During 2011 we added 59 stores to our network
including 37 in the fourth quarter.

Retail Gross Margin. Retail gross margin is a function of net sales (including intersegment sales) less cost of products
sold (exclusive of depreciation and amortization). Retail gross margin increased by $3.5 million from 2010 to 2011 primarily
due to the result of the additional retail outlets added to our retail network during 2011, offset by lower realized per gallon fuel
margins. Absent the addition of the new retail outlets, fuel sales volumes decreased and merchandise sales and margin were
depressed when compared to 2010. The effect of new retail outlets added during 2011 was an increase in retail gross margin by
$7.4 million.

Direct Operating Expenses (exclusive of depreciation and amortization). The increase in direct operating expenses from
2010 to 2011 was primarily due to the addition of retail stores added during 2011 and increased same store transaction fees
directly related to the increase in average customer fuel purchases driven by the increase in the per gallon sales price over 2010.
The addition of the new retail outlets added to our network in 2011 required additional costs of $10.9 million that includes one-
time transaction costs. These costs included professional and license fees, technology costs, and merchandise reset costs.

Selling, General, and Administrative Expenses. The increase in selling, general, and administrative expenses from 2010
to 2011, absent the 2010 reversal of the 2009 bonus accrual, was primarily due to the reclassification of cost centers allocated to
direct operating expenses in 2010 and to selling, general, and administrative expenses in 2011, and from additional field and
back office support personnel related to the retail outlets added during 2011.

Depreciation and Amortization. The decrease in depreciation and amortization from 2010 to 2011 was primarily the result
of certain assets that we initially capitalized with three year depreciable lives being fully depreciated in 2010.
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Outlook

Our refining margins were stronger in 2012 compared to 2011. The Gulf Coast benchmark 3:2:1 crack spread improved to
$28.79 in 2012 from $24.48 in 2011. Our refining margins continue to be positively impacted by the discount of WTI crude oil
to Brent crude oil, as all of our crude oil purchases are based on pricing tied to WTL. However, the WTI/Brent discount has
been volatile recently due to new and proposed crude oil pipeline capacity additions in the Permian Basin and at Cushing,
Oklahoma. These capacity additions could reduce the WTI/Brent discount in future years. Permian Basin crude oil production
continues to increase, which could provide additional cost-advantaged crude oil in the region. We expect these trends to
continue in 2013, Thus far during the first quarter of 2013, we continue to experience strong refining margins. Additionally, the
widening price differentials between WTI Cushing crude oil and WTI Midland crude oil contributed to our El Paso refining
margins during 2012. This differential has been more volatile recently and has continued to contribute to our refining margins
in early 2013. The Gulf Coast benchmark 3:2:1 crack spread for January 2013 was $25.46.

Liquidity and Capital Resources

Our primary sources of liquidity are cash generated from our operating activities, existing cash balances, and borrowings
under our Revolving Credit Agreement. We ended 2012 with $454.0 million of cash and cash equivalents and $394.5 million
in net availability under the Revolving Credit Agreement. As of December 31, 2012, we had no direct borrowings and
$256.2 million in outstanding letters of credit under the Revolving Credit Agreement. We continually consider strategic
initiatives to further improve our capital structure and deliver additional value to our shareholders. These initiatives include
possible refinancings of our existing indebtedness.

On July 18, 2012, our board of directors authorized a share repurchase program of up to $200 million. We may repurchase
shares from time-to-time through open market transactions, block trades, privately negotiated transactions, accelerated share
repurchase transactions, or otherwise subject to market conditions, as well as corporate, regulatory, and other considerations.
Our board of directors authorized this share repurchase program through July 31, 2013, but may discontinue the program at its
discretion at any time prior to that date. During 2012, we purchased 3,324,135 shares as part of our share repurchase program at
a cost of $82.3 million. As of February 22, 2013 we have not purchased any additional shares.

Cash Flows

Fiscal Year Ended December 31, 2012 Compared to Fiscal Year Ended December 31, 2011

Year Ended December 31,
2012 2011 Change
(In thousands)
Cash ﬂows provided by operating acttvmes ’ ,353 5 508,200 $ 408,153
Cash flows provided by (used in) mvestmg act1v1t1es 18 506 (72,194) 90,700
Cash flows used in financing activities . (651;721)  (325,089) (326,632
Net increase in cash and cash cqulvalents o $ 283,138 $ 110917 $ 172,221

The increase in net cash from operating activities from 2011 to 2012 was primarily the result of the following net changes
between years:

» Net income ($266.2 million);

» Net unrealized commodity hedging activity ($413.0 million);
+ Inventories ($35.9 million);

* Prepaid expenses ($179.6 million);

» Impairments and losses on disposal of assets ($449.1 million);
» Depreciation ($42.0 million); and

» Loss on extinguishment of debt ($26.7 million).

The changes in components making up net income and results of our commodity hedging activity occurred for reasons
discussed above. The decrease in our prepaid expenses was primarily the result of improved credit terms with some of our
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crude and feedstock suppliers that reduced the amount of prepaid balances. The decrease in inventories was primarily the result
of a decrease in the cost per barrel from year to year, partially offset by an increase of 84,000 barrels at the end of 2012.

Cash flows provided by operating activities for the year ended December 31, 2012 combined with $220.4 million of
restricted cash were primarily used for the following:

+ Fund capital expenditures ($202.2 million);

* Repayment of debt ($324.3 million);

» Payment of cash dividends ($240.7 million); and
» Purchase of treasury stock ($82.3 million).

Fiscal Year Ended December 31, 2011 Compared to Fiscal Year Ended December 31, 2010

Year Ended December 31,
2011 2010 Change
(In thousands)
Cash flows provided by operating activities . § 508200 $ 134456 $ 373744
Cash flows used in investing activities (72,194) (73,777) 1,583
ng activitic b GsRy s e pga)
Net increase (decrease) in cash and cash equivalents $ 110917 $ (]4,975 $ 125,895

The increase in net cash from operating activities from 2010 to 2011 was primarily the result of the following net changes
between years:

¢ Net income ($149.7 million);

» Net unrealized commodity hedging activity ($184.5 million);

« Accounts receivable ($58.6 million);

* Inventories ($97.2 million);

» Prepaid expenses ($47.4 million);

» Other assets ($62.4 million);

» Accounts payable and accrued liabilities ($217.8 million);

» Impairments and losses on disposal of assets ($434.1 million); and
+ Deferred taxes ($35.4 million).

The changes in components making up net income and results of our commodity hedging activity occurred for reasons
discussed above. The increase in our accounts receivable, inventories, prepaid expenses, and accounts payable and accrued
liabilities was primarily the result of significant increases in prices for gasoline, distillate, and crude oil at the end of 2011
compared to such prices at the end of 2010.

Cash flows provided by operating activities for the year ended December 31, 2011 were primarily used for the following:
» Fund capital expenditures ($83.8 million);
+ Repayment of debt ($316.3 million); and
» Refinancing of debt ($7.3 million).
Working Capital

Working capital at December 31, 2012 was $559.2 million, consisting of $1,292.4 million in current assets and
$733.2 million in current liabilities. Working capital at December 31, 2011 was $545.0 million, consisting of $1,210.7 million
in current assets and $665.7 million in current liabilities.
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Indebtedness
Our capital structure at December 31, 2012 and 2011 was as follows:

December 31,
2012 2011
(In thousands)

Debt, including current maturities:

11.25% Senior Secured Notes, due 2017, net of unamortlzed dlscount of $19,001 and
$21,986 for 2012 and 2011, respectively $ 305,999 $ 303,014

5.75% Senior Convertible Notes, due 2014 ngt of conversmn feature of $22 105 and

193,345 180,451

$34,999 for 2012 and 2011, respecnvely = . -

Term Loan, net of unamortized discount of $2, 901 in 201 1, w1th average mterest rates of

7.50% and 8. 31% durmg 2012 and 2011 respectlvely — 319,661
5.50% promlssory ote, due = . e - 519 864

Revolving Credit Agreement — —

Long-term debt 863 803,990
Stockholders' equity 909 070 819,828
.. Total capitalization 1,408933 $ 1,623,818

We may redeem the 11.25% Senior Secured Notes, in whole or part, at our option at any time prior to June 15,2013 ata
price equal to 100% of the principal amount plus an applicable premium plus accrued and unpaid interest to the date of
redemption. Beginning June 15, 2013 through June 14, 2014, we may redeem the Senior Secured Notes at a premium of
5.625%; from June 15, 2014 through June 14, 2015 at a premium of 2.813%; and at par thereafter.

On December 21, 2011, we redeemed the entire $275.0 million Senior Secured Floating Rate Notes at a premium to par
of 5%. The Senior Secured Floating Rate Notes paid interest quarterly at a per annum rate, reset quarterly, equal to three-month
LIBOR (subject to a LIBOR floor of 3.25%) plus 7.50%. Through December 21, 2011, the interest rate on the Senior Secured
Floating Rate Notes was 10.75%.

The Convertible Senior Notes are unsecured and pay interest semi-annually in arrears at a rate of 5.75% per annum. As of
December 31, 2012, the if-converted value of the Convertible Senior Notes exceeded its principal amount by $406.3 million.
The Convertible Senior Notes are presently convertible at the option of the holder. The current conversion rate is 102.3750 to
each $1,000 of principal amount of Convertible Senior Notes. The Convertible Senior Notes will also be convertible in any
future calendar quarter (prior to maturity) whenever the last reported sale price of our common stock exceeds 130% of the
applicable conversion price in effect for the Notes on the last trading day of the immediately preceding calendar quarter for
twenty days in the thirty consecutive trading day period ending on the last trading day of the immediately preceding calendar
quarter. If any Convertible Senior Notes are surrendered for conversion, we may elect to satisfy our obligations upon
conversion through the delivery of shares of our common stock, in cash, or a combination thereof.

On March 29, 2011, we entered into an amended and restated Term Loan Credit Agreement. To effect this amendment and
restatement, we paid $3.7 million in amendment fees. As a result of this amendment, we recognized a $4.6 million loss on
extinguishment of debt. In addition to our scheduled Term Loan payment of $0.8 million made during the first quarter of 2012,
we made non-mandatory prepayments of $30.0 million and $291.8 million during the first and second quarters of 2012,
respectively. As a result of the repayment of the Term Loan, we recognized a loss on extinguishment of debt of $7.7 million.

On September 22, 2011, we entered into an amended and restated Revolving Credit Agreement. Lenders under the
agreement extended $1.0 billion in revolving line commitments that mature on September 22, 2016 and incorporate a
borrowing base tied to eligible accounts receivable and inventory. The agreement also provides for letters of credit and swing
line loans and provides for a quarterly commitment fee ranging from 0.375% to 0.50% per annum subject to adjustment based
upon the average utilization ratio under the agreement and letter of credit fees ranging from 2.50% to 3.25% per annum,
payable quarterly, subject to adjustment based upon the average excess availability. Borrowings can be either base rate loans
plus a margin ranging from 1.50% to 2.25% or LIBOR loans plus a margin ranging from 2.50% to 3.25% subject to adjustment
based upon the average excess availability under the Revolving Credit Agreement. The interest rate margins and letter of credit
fees are to be reduced by 0.25% upon our achievement and maintenance of a certain fixed charge coverage ratio. Prior to
September 22, 2011, the Revolving Credit Agreement included commitments of $800.0 million composed of a $145.0 million
tranche maturing on May 31, 2012 and a $655.0 million tranche maturing on January 1, 2015. Interest rates ranged from 3.00%
to 4.50% over LIBOR. Our subsidiaries guarantee the Revolving Credit Agreement on a joint and several basis.
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As of December 31, 2012, we had net availability under the amended and restated Revolving Credit Agreement of
$394.5 million consisting of $650.7 million in gross availability and $256.2 million in outstanding letters of credit. On
February 22, 2013, we had net availability under the Revolving Credit Agreement of $490.6 million consisting of $753.5
million in gross availability and $262.9 million in outstanding letters of credit.

See Note 13, Long-Term Debt, in the Notes to Consolidated Financial Statements included in this annual report for
detailed information on our indebtedness.

Guarantors of the Term Loan and the Revolving Credit Agreement. The amended and restated Term Loan Credit
Agreement and the amended and restated Revolving Credit Agreement (together, the “Agreements”) are guaranteed, on a joint
and several basis, by subsidiaries of Western Refining, Inc. No amounts have been recorded for these guarantees.

Letters of Credit

The Revolving Credit Agreement provides for the issuance of letters of credit. We issue and cancel letters of credit on a
periodic basis depending upon our needs. At December 31, 2012, there were $256.2 million of irrevocable letters of credit
outstanding, primarily issued to crude oil suppliers under the Revolving Credit Agreement.

Capital Spending

Capital expenditureé totaled $202.2 million for the year ended December 31, 2012, and included improvement and
regulatory projects for our refining group and several smaller projects for our wholesale, retail, and corporate groups. Capital
expenditures included $2.4 million of capitalized interest for 2012.

Our capital expenditure budget for 2013 is $205.8 million, of which $187.6 million is for our refining group, $5.1 million
for our wholesale group, $6.6 million for our retail group, and $6.5 million for other general projects. The following table
summarizes the spending allocation between sustaining, discretionary, and regulatory projects for 2013:

2013

" (in thousands)

Discretionary ‘ ‘ - 122,403
Regulatory e ‘ . 33884
Total a ‘ ' $ 205804

Sustaining Projects. Sustaining maintenance capital expenditures are those related to minor replacement of assets,
refurbishing and replacement of components, fire protection, process safety management, and other recurring and safety related
capital expenditures.

Discretionary Projects. Discretionary capital expenditures are those driven primarily by the economic returns that such
projects can generate for us. Our discretionary projects include crude oil logistics projects, such as a gathering and storage
project in the Permian Basin of southeast New Mexico that we expect to complete in the second quarter of 2013, and
preliminary work on a potential crude unit expansion at our El Paso refinery.

Regulatory Projects. Regulatory projects are undertaken to comply with various regulatory requirements, including those
related to environmental, health, and safety matters. Our low sulfur fuel and low benzene gasoline projects are regulatory
investments driven primarily by fuels regulations. The deadline for compliance with the final phase of the ultra low sulfur
diesel regulations to reduce sulfur in locomotive and marine diesel was June 2012 and affects our El Paso refinery only. EPA
regulations allow the one-time use of credits to extend the June 2012 deadline by up to 24 months. Our compliance strategy
includes use of credits purchased in 2010 and a planned expansion of our El Paso diesel hydrotreater. Based on current
estimates, we expect to spend $7.0 million for this expansion during 2013.

Our El Paso and Gallup refineries are required to meet Mobile Source Air Toxics ("MSAT II") regulations to reduce the
benzene content of gasoline. The MSAT II regulations required reduction of benzene in the finished gasoline pool to an annual
average of 0.62 volume percent by 2011. Beginning on July 1, 2012, each refinery must also average 1.30 volume percent
benzene without the use of credits. As of December 31, 2012, we expended $63.7 million to comply with MSAT II regulations
at our El Paso refinery by completing construction of a benzene saturation unit that began operating in May 2011. During 2012
we made $2.5 million in capital expenditures for our Gallup refinery to meet the 1.30 volume percent requirement.
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Based on current information, we estimate the total remaining capital expenditures necessary to address the EPA
Initiative issues at El Paso would be $9.7 million for NOx emission controls on heaters and boilers and will occur in 2013.
Based on current information and the 2009 NMED Amendment, and favorably negotiating a revision to reflect the indefinite
suspension of refining operations at our Bloomfield facility and to delay NOx controls on heaters, boilers, and the Fluid
Catalytic Cracking Unit ("FCCU") at the Gallup refinery, we estimate the total remaining capital expenditures that may be
required pursuant to the 2009 NMED Amendment to address the EPA Initiative issues at Gallup would be $1.0 million and will
occur in 2013. These capital expenditures will primarily be for installation of NOx emission controls on heaters and boilers at
our El Paso and Gallup refineries and installation of particulate matter controls on our Gallup FCCU. Pursuant to the 2010
modified settlement with the EPA, our Gallup refinery completed the upgrade of its wastewater treatment plant by
May 31, 2012. We estimated capital expenditures of approximately $38.8 million to upgrade the wastewater treatment plant at
the Gallup refinery; we expended $20.8 million through 2011, $17.1 million during 2012, and expect to spend the remaining
$0.9 million during 2013. See Ifem 1. Business — Governmental Regulation.

The actual capital expenditures for the regulatory projects described above for the past three years are summarized in the
table below:

2012 2011 2010
(In millions)
EPA Initiative projeots 10 § —
MSAT II gasoline 2.0 43 0
Wastewatel' Treatment Plant' e 170 : 4,_0

Total 672 $ 300 S 47.0

The estimated capital expenditures for the regulatory projects described above and for other regulatory requirements for
the next three years are summarized in the table below:

2013 2014 2015
(Innnllmns)
Aitemissions-ElPaso - = = . % 1}4 5 s —
Control room upgrades El Paso and Gallup 5.7 10.5 —
Flare system - Gallup e - e e SR T

Various other pI'O_]eCtS
Total

120

29.0 25.0

Contractual Obligations and Commercial Commitments

Information regarding our contractual obligations of the types described below as of December 31, 2012 is set forth in the
following table:

Payments Due by Period

Totals 2013 2014 and 2015 2016 and 2017 2018 and Beyond
(In thousands)

n debt ot ' 2% =
Capltal lease obhgatlons 18,889 831 1,698 1 775 14,585
‘ ; : 41,981 174270
Purchase obllgat1ons (2) 1,139,190
‘Envxronmental reserves {' ) s e
Uncertain tax positions (4) —
Other obligations Ge) . a4 32,155 263 163,199
Total obligations $ 5,266,833 § 673,755 $ 1514304 $ 1,586,558 $ 1,492.216

(1) Includes minimum principal payments and interest calculated using interest rates at December 31, 2012.

(2) Purchase obligations include agreements to buy crude oil and other raw materials. Amounts included in the table were
calculated using the pricing at December 31, 2012, multiplied by the contract volumes.

(3) As of December 31, 2012, the discounted environmental reserve included in these liabilities totaled $1.3 million. Our
environmental liabilities are discussed in Note 11, Accrued and Other Long-Term Liabilities, in the Notes to Consolidated
Financial Statements elsewhere in this annual report.
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(4) Includes accrued interest and penalties.

(5) Other commitments include agreements for sulfuric acid regeneration and sulfur gas processing, throughput and
distribution, storage services, and professional consulting. The minimum payment commitments are included in the table.

(6) We are obligated to make future expenditures related to our pension and postretirement obligations. These payments are
not fixed and cannot be reasonably determined beyond 2018. As a result, our obligations beyond 2018 related to these
plans are not included in the table. Our pension and postretirement obligations are discussed in Note 15, Retirement Plans,
in the Notes to Consolidated Financial Statements elsewhere in this annual report.

Dividends

We anticipate paying future quarterly dividends, subject to approval by our board of directors and compliance with our
outstanding financing agreements. On January 15, 2013, our board of directors approved a cash dividend for the first quarter of
2013 of $0.12 per share of common stock in an aggregate payment of $10.5 million that was paid on February 14, 2013.

Off-Balance Sheet Arrangements

‘We have no off-balance sheet arrangements.

Item 7A. Quantitative and Qualitative Disclosure About Market Risk
Commodity price fluctuation is our primary source of market risk.
Commodity Price Risk

We are exposed to market risks related to the volatility of crude oil and refined product prices, as well as volatility in the
price of natural gas used in our refinery operations. Our financial results can be affected significantly by fluctuations in these
prices that depend on many factors, including demand for crude oil, gasoline and other refined products; changes in the
economy; worldwide production levels; worldwide inventory levels; and governmental regulatory initiatives. Our risk
management strategy identifies circumstances in which we may utilize the commodity futures market to manage risk associated
with these price fluctuations or to fix sales margins on future gasoline and distillate production.

In order to manage the uncertainty relating to inventory price volatility, we have generally applied a policy of maintaining
inventories at or below a targeted operating level. In the past, circumstances have occurred, such as turnaround schedules or
shifts in market demand, that have resulted in variances between our actual inventory level and our desired target level. We may
utilize the commodity futures market to manage these anticipated inventory variances.

We maintain inventories of crude oil, other feedstocks and blendstocks, and refined products, the values of which are
subject to wide fluctuations in market prices driven by worldwide economic conditions, regional and global inventory levels,
and seasonal conditions.

At December 31, 2012, we held approximately 5.8 million barrels of crude oil, refined product, and other inventories
valued under the LIFO valuation method with an average cost of $62.57 per barrel. At December 31, 2012, the excess of the
current cost of our crude oil, refined product, and other feedstock and blendstock inventories over aggregated LIFO costs was
$148.3 million.

At December 31, 2011, we held approximately 5.2 million barrels of crude oil, refined product, and other inventories
valued under the LIFO valuation method with an average cost of $58.32 per barrel. At December 31, 2011, the excess of the
current cost of our crude oil, refined product, and other feedstock and blendstock inventories over aggregated LIFO costs was
$213.7 million.

All commodity futures contracts, price swaps, and options are recorded at fair value and any changes in fair value
between periods are recorded under cost of products sold in our Consolidated Statements of Operations.

We selectively utilize commodity hedging instruments to manage our price exposure to our LIFO inventory positions or
to fix margins on certain future sales volumes. The commodity hedging instruments may take the form of futures contracts,
price and crack spread swaps, or options, and are entered into with counterparties that we believe to be creditworthy. We
elected not to pursue hedge accounting treatment for financial accounting purposes on instruments used to manage price
exposure to inventory positions. The financial instruments used to fix margins on future sales volumes do not qualify for hedge
accounting. Therefore, changes in the fair value of these hedging instruments are included in income in the period of change.
Net gains or losses associated with these transactions are reflected within cost of products sold at the end of each period.
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The following table summarizes our economic hedging activity for the three years ended December 31, 2012:

Year Ended December 31,
2012 2011 2010
(In thousands)
Economic hedging activities recogniz 'p e i
Realized hedging gain (loss), net " $  (144,448) $  (76,033) $ (9,770)
Unrealized hedging gain (loss), net i ' i

Total hedging gain (loss), net $ (374,120) § 107,253 $ (9,433)

Open commodlty hedgmg mstruments (barrels) '
Crude futures g -

, : , (177)
Refined product price and crack spread swaps 1,200
 Total open commodity hedging instruments 1,023

Fair value of outstanding contracts ik LR R
Other current assets $ 3918 $§ 128103 $ —
Other assets e R e TS a08es L L
Accrued liabilities (35 901) (198) (1,173)

Other long-term liabilities 5804) i
Fair value of outstanding contracts unreahzed gain (loss) net $ (47,559) $ 182,113 § (1,173)

During the three years ended December 31, 2012, we did not have any commodity derivative instruments that were
designated or accounted for as hedges.

Jro—y
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Item 8. Financial Statements and Supplementary Data

Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting.
Internal control over financial reporting is defined in Rule 13a-15(f) or 15d-15(f) promulgated under the Securities Exchange
Act of 1934 as a process designed by, or under the supervision of, our principal executive and principal financial officers and
effected by our board of directors, management, and other personnel, to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles and includes those policies and procedures that:

»  Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect our transactions and
dispositions of the assets;

»  Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and the receipts and expenditures are being
made only in accordance with authorizations of our management and directors; and

»  Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of our assets that could have a material effect on our financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Our management assessed the effectiveness of our internal control over financial reporting as of December 31, 2012. In
making this assessment, our management used the criteria set forth by the Committee of Sponsoring Organizations of the
Treadway Commission (“COSO”) in Internal Control-Integrated Framework. Based on its assessment, our management
believes that, as of December 31, 2012, our internal control over financial reporting is effective based on those criteria.

Our independent registered public accounting firm, Deloitte & Touche LLP, has issued an audit report on our internal
control over financial reporting. This report appears on page 64 of this annual report.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders of
Western Refining, Inc.
El Paso, Texas

We have audited the internal control over financial reporting of Western Refining, Inc. and subsidiaries (the "Company") as of
December 31, 2012, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission. The Company’s management is responsible for maintaining effective
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting,
included in the accompanying “Management's Report on Internal Control Over Financial Reporting.” Our responsibility is to
express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s
principal executive and principal financial officers, or persons performing similar functions, and effected by the company’s
Board of Directors, management, and other personnel to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles.

A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could
have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or
improper management override of controls, material misstatements due to error or fraud may not be prevented or detected on a
timely basis. Also, projections of any evaluation of effectiveness of the internal control over financial reporting to future
periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2012, based on the criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated financial statements as of and for the year ended December 31, 2012 of the Company and our report dated
February 28, 2013 expressed an unqualified opinion on those financial statements.

/s/ Deloitte & Touche LLP

Phoenix, AZ
February 28, 2013
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WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders of
Western Refining, Inc.
El Paso, Texas

We have audited the accompanying consolidated balance sheets of Western Refining, Inc. and subsidiaries (the “Company”) as
of December 31, 2012 and 2011, and the related consolidated statements of operations, comprehensive income (loss),
stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2012. These consolidated
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the
consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Western
Refining, Inc. and subsidiaries at December 31, 2012 and 2011, and the results of their operations and their cash flows for each
of the three years in the period ended December 31, 2012, in conformity with accounting principles generally accepted in the
United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the Company’s internal control over financial reporting as of December 31, 2012, based on criteria established in Internal

Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, and our
report dated February 28, 2013 expressed an unqualified opinion on the Company’s internal control over financial reporting.

/s/ Deloitte & Touche LLP

Phoenix, AZ
February 28, 2013
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WESTERN REFINING, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

As of December 31,
2012 2011

Currentv assets:

: ‘Cash and cash equlvalents ; o . : S 170,829
Accounts receivable, trade, net of areserve for doubtful accounts of $1 166 and $1 884,

respectively 273,087 275,478
;:‘f‘Inventon,”” . 25 e

Prepald expenses 163,530

4

Total current assets | “ R 1292403 1,210,655
Property, plant, and equipment, net 1,112,484 995,316”
Intan AR ,

Other assets, net

LIABILITIES AND STOCKHOLDERS’ EQUITY

~ Accounts payable $ $

105,555

Deferred income tax liability, net

Total current 11ab111tles 733,190 665,674

800,395

Commitments and contmgencres (Note 21)
”Stockholders equity: e o
Common stock par value $O 01 240 000 000 shares authorlzed 90 960 640 and 90 001 537

shares issued, respectlvely 910 900
 Preferred stock, par value $0.01, 10‘000 000 shares author hares issuedand e
outstanding e me ' 2 - =
Additional pa1d-1n capltal - 612,339 599,645
Retained earnings e CE L e L 4067085 242538
Accumulated other comprehensrve loss, net of tax | ' ' k (l 174) (1,812)
‘Treasury stock, 4, 022,141 and/698,006 shares, respectively atcost - i, ;o(lQ?»,’Zl/SK) . (21,443)
Total stockholders equrty k ‘ ' 909,070 819,_@_
Total habllmes and stockhoiders equrty o e o : s 2>48§:407 g 2,570,344

The accompanying notes are an integral part of these consolidated financial statements.
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WESTERN REFINING, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Year Ended December 31,
2012 2011 2010

Net sales L 5 o503,134 S 9,071,037 § . 7,965,053
Operating costs and expenses:
Cost of products sold (exclusive of depreciatio‘n and amortizatioﬁ)i Ty 8,054385 7,532,423 7,155,967
Direct operating expenses (exclusive of deprec1at10n and amortlzatlon) 483,070 463,563 444 531
Selling, general, and administrativeexpenses 114608 105768 = 841175
(Gain) loss and impairments on dlsposal of assets net (1,891) 447 166 13,038
Maintenance turnaround expense 47140 2443 23286
Depreciation and amortization - 93,90'7 135,895 138,621
Total operating costs and expenses eel : 81039 8,6_8—’,;,258 7,859,618
Operating income ' 711,895 _§§3,779 105,435
Olict o (xpebegy it # VR A R,
Interest income B 696 510 441
Interest expense and other financingcosts . (3]349) (134,601)  (146,549)
Amortization of loan fees ' >(6,860v) (8,926) (9,739)
Loss on extinguishmentofdebt o (7654y (34336) @ —
Other, net - 359 (3,898) 7,286
Income (loss) before income taxes =~~~ 617,087 202,528 (43,126
Provision for income taxes k (218,202) (69,861) 26,077
‘ CH s AaRREs 667§ (17,049)

 Netincome(lossy L $,

Netearnings(loss)pe‘rsh%;zé:’ v Lol et :

Basic $ 442§ 146 $ (0.19)
Diluted thadd el S g T A e B g 0 19)
Weighted average common shares outstandmg

Basic e 88981 88204
Diluted ' 111,822 109,792 88,204

Cash dividends declared per common share - | $ N 274 $ — 3 —

The accompanying notes are an integral part of these consolidated financial statements.
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WESTERN REFINING, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In thousands)

Year Ended December 31,
2012 2011 2010
132667 § (17,049)

Net income

Other comprehensive income (loss) items:

(13) (1,211)

Income tax

- Other compre me (loss), net of t: Ll
Comprehensive income (loss) $ 399,523 $ 132,795 $ (17,619)

The accompanying notes are an integral part of these consolidated financial statements.
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WESTERN REFINING, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
(In thousands, except share data)

Accumulated
Common Stock . Other
Additional Comprehensive
Shares Par Paid-In Retained Loss, Treasury Stock
Issued Value Capital Earnings Net of Tax Shares Cost Total
Balanceat December 31,2009 BSERSTIT S 8§ 5 S48 5 126920 § | (L310) (998006 S (LM3) B 68842
Stock-baéed compensation ‘ — — h 5,857 — - _ - M5,857
‘Restricted share vesting o 336,293 ; 3ol gy - ekt i
Tax deficiency from stock-based S B B ‘
compensation — — (1,097) — — — — (1,097)
Rl LR e S L D SR T.049)
Other cofnbfehénsivé loss, ne; of?a:;( i S - ) ‘ ' ‘ o o
benefit of $395 s — — — (570) — — (570)
Balance ot December 31,2010 = §9,25010 80  sssals 109871 T (1940)  (698006)  (21443) 675593
Stock-based'c’c;mpensation - = - 8,173 — o ' — — 8,173
Restrictedshare vesting -~ 97827 10 gy o — ; ‘ Sl e
Excess tax benefit from stock-based ' ' ' ‘
compensation — — 3,267 — — — — 3,267
Net income AR L : 132,667 : = — — 132,667
Other comprehensive loss, net of tax R R o '
of $202 — — — — 128 — — 128
Balance at December 31,2011 0001537 | %00 59 ' a1 (698,006) @1.443) 819,828
Stock-based compensation — — — — — 8,291
Restricted share and share unit vesting 959,103 : 10 — Ces — —
Excess tax benefit from stock-baséd ‘
compensation — -— 4,413 — — — — 4,413
Cash dividends declared = Ry e e ewny By S (240,715)
Net income — - o 398,885 — — — 398,885
Other comprehensive loss, netof tax iy e g : ot - :
of $375 SF = Ll i A e o Gaes 638
Treasury stock, at cost _ — - — — (3324135 (82270) (82,270)
Balahce at Déecember 31,2012~~~ 90960,640 8§ 910§ 612330 8§ 400708 § = (L174)  @02214D) $ (103713) § 909,070

The accompanying notes are an integral part of these consolidated financial statements.
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WESTERN REFINING, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

from operating activities:
Net income (loss) »

Stock- based compensatlon expense
L Deferred income: taxes ' :
Excess tax beneﬁt from stock based compensatlon

~ Inventories
Prepald expenses

Cap1ta1 expendltures
_ Proceeds from the sale of assets
- Decrease (mcrease) in restricted cash
 Net cash prov1ded by (used m) mvestmg activities
Cash flows from financing actlvmes
ikvon long—term debt o
Prepayment fee on early retlrement of long term debt
dit facility, net
Deferred financing costs
V'Proceeds from financing. arrangement
Payment on financing arrangement
_ Purchase of treasury stock
Dividends paid
 Excess tax benefit from stoek-based compensatron -
Net cash used in ﬁnanclng activities
Net increase (decrease} in cash and cash equlvalents -
Cash and cash equlvalents at begmmng of year

Year Ended December 31,
2012 2011 2010
§ 398885 § 132667 $  (17,049)
(1891) 447166 13,038
(183,286) 1,173
B
25,606

LAMs

(8,188)
0,139)

| 11746'0’, N

(202,157)
e
220,355

8 5857
267

’ V121 158

(83 809) | k

16,778)

50,402

57,080

(42,719)
39572
(96,651)

(78,095)
4318

18,506

(@377

- (B02524)
(13,750)

— (7,281)
s L 12;’322: G
— (10,589)

(13,000

-~ (50,000)

(12,657)

(240,715) — —
ey 3en. o
(651,721) (325,089) (75,657)
283,138 110917  (14978)
170 829 59912 74,890
. 59912

The accompanying notes are an integral part of these consolidated financial statements.
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WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Basis of Presentation

The "Company," "Western," "we," "us," and "our" may be used to refer to Western Refining, Inc. and, unless the context
otherwise requires, our subsidiaries. Any references to the “Company” as of a date prior to September 16, 2005 (the date of
Western Refining, Inc.’s formation) are to Western Refining Company, L.P. (“Western Refining LP”).

We are an independent crude oil refiner and marketer of refined products and also operate retail stores that sell various
grades of gasoline, diesel fuel, and convenience store merchandise. We own and operate two refineries: one in El Paso, Texas
and one near Gallup in the Four Corners region of northern New Mexico. During September of 2010, we temporarily suspended
refining operations of the Yorktown, Virginia facility and on December 29, 2011, we completed the sale of the Yorktown
refining and terminal assets. Primarily, we operate in west Texas, Arizona, New Mexico, Utah, Colorado, and the Mid-Atlantic
region. In addition to the refineries, we also own and operate stand-alone refined product distribution terminals in Bloomfield
and Albuquerque, New Mexico, as well as asphalt terminals in Phoenix and Tucson, Arizona; Albuquerque; and El Paso. As of
December 31, 2012, we also operated 222 retail stores in Arizona, Colorado, New Mexico, and Texas; a fleet of crude oil and
refined product truck transports; and a wholesale petroleum products distributor that operates in Arizona, California, Colorado,
Nevada, New Mexico, Texas, Maryland, and Virginia.

Our operations include three business segments: the refining group, the wholesale group, and the retail group. See Note 3,
Segment Information, for further discussion of our business segments.

Demand for gasoline is generally higher during the summer months than during the winter months. As a result, our
operating results for the first and fourth calendar quarters are generally lower than those for the second and third calendar
quarters of each year. The effects of seasonal demand for gasoline are partially offset by increased demand during the winter
months for diesel fuel in the Southwest. During 2009 and 2010, extreme volatility in domestic refining margins limited the
effect of these seasonal trends on our results of operations. During 2012, the volatility in crude oil prices and refining margins
also contributed to the variability of our results of operations for the four calendar quarters.

The accompanying consolidated financial statements have been prepared in accordance with U.S. generally accepted
accounting principles (“GAAP”) for financial information and with the instructions to Form 10-K and Article 10 of
Regulation S-X as it relates to quarterly information included in Note 25, Quarterly Financial Information.

2. Summary of Accounting Policies
Principles of Consolidation

Western Refining, Inc. was formed on September 16, 2005, as a holding company prior to our initial public offering. On
May 31, 2007, we acquired 100% of shares outstanding of Giant Industries, Inc. ("Giant"). The accompanying consolidated
financial statements reflect the operations of Giant and its subsidiaries. In connection with our initial public offering in January
2006, pursuant to a contribution agreement, a reorganization of entities under common control was consummated whereby we
became the indirect owner of Western Refining LP and all of its refinery assets. All intercompany balances and transactions
have been eliminated for all periods presented.

Cash Equivalents

We consider all highly liquid investments purchased with an original maturity of three months or less to be cash
equivalents.

Restricted Cash

Restricted cash reported in the Consolidated Balance Sheet at December 31, 2011 relates to proceeds from the sale of the
Yorktown refinery and certain portions of our Southwest pipeline system that had not been expended in accordance with
restrictions of our Term Loan Agreement and Senior Secured Fixed Rate Notes Indenture. As of December 31, 2012, all of the
restricted cash was used to either repay amounts outstanding under the Term Loan Agreement, to fund capital expenditures, or
to pay taxes due on the sale of the Yorktown refinery and portions of our Southwest pipeline system.
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Accounts Receivable

Accounts receivable are due from a diverse customer base including companies in the petroleum industry, railroads,
airlines, and the federal government and is stated net of an allowance for uncollectible accounts as determined by historical
experience and adjusted for economic uncertainties or known trends. Credit is extended based on an evaluation of our
customer’s financial condition. In addition, a portion of the sales at our retail stores are on credit terms generally through major
credit card companies. Past due or delinquency status of our trade accounts receivable are generally based on contractual
arrangements with our customers.

Uncollectible accounts receivable are charged against the reserve for doubtful accounts when all reasonable efforts to
collect the amounts due have been exhausted. Reserves for doubtful accounts related to trade receivables were $1.2 million,
$1.9 million, and $3.9 million for the years ended December 31, 2012, 2011, and 2010, respectively. Additions, deductlons and
balances for the reserve for doubtful accounts for the three years ended December 31, 2012 are presented below:

Year Ended December 31,
2012 2011 2010

(In thousands)

‘Balanc:

Add1t1ons

i?élance at Decemi;ef 3;1 - $ 1,166 $ 1884) $ ” 3, 896A
Inventories

Crude oil, refined product, and other feedstock and blendstock inventories are carried at the lower of cost or market
("LCM"). Cost is determined principally under the last-in, first-out (“LIFO”) valuation method to reflect a better matching of
costs and revenues for refining inventories. Costs include both direct and indirect expenditures incurred in bringing an item or
product to its existing condition and location but not unusual/non-recurring costs or research and development costs. Ending
inventory costs in excess of market value are written down to net realizable market values and charged to cost of products sold
in the period recorded. In subsequent periods, a new LCM determination is made based upon current circumstances. We
determine market value inventory adjustments by evaluating crude oil, refined products, and other inventories on an aggregate
basis by geographic region.

Wholesale refined product, lubricants, and related inventories are determined using the first-in, first-out ("FIFO")
inventory valuation method. Refined product inventories originate from either our refineries or from third-party purchases.
Retail refined product (fuel) inventory values are determined using the FIFO inventory valuation method. Retail merchandise
inventory value is determined under the retail inventory method.

Other Current Assets

Other current assets primarily consist of commodity hedging activity receivables, materials and chemicals inventories,
taxes receivable, and exchange receivables.

Property, Plant, and Equipment

Property, plant, and equipment are stated at cost. We capitalize interest on expenditures for capital projects in process
greater than one year and greater than $5 million until such projects are ready for their intended use.

Depreciation is provided on the straight-line method at rates based upon the estimated useful lives of the various classes
of depreciable assets. The lives used in computing depreciation for such assets are as follows:

5 — 20 years V

W3 — 30 years |
3 — 10 years

Leasehold improvements are depreciated on the straight-line method over the shorter of the lease term or the
improvement’s estimated useful life.
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Expenditures for periodic maintenance and repair costs, including major turnaround expenses, are expensed when
incurred. Such expenses are reported in direct operating expenses in our Consolidated Statements of Operations.

Intangible Assets

Intangible assets, net, consist of both amortizable intangible assets, net of accumulated amortization, and intangible assets
with indefinite lives. These intangible assets are primarily comprised of licenses, permits, and rights-of-way related to our
refining and retail operations. We amortize our intangible assets, such as rights-of-way, licenses, and permits over their
estimated economic useful lives, unless the economic useful lives of the assets are indefinite. If an intangible asset’s economic
useful life is determined to be indefinite, then that asset is not amortized. We consider factors such as the asset’s history, our
plans for that asset, and the market for products associated with the asset when the intangible asset is acquired. We consider
these same factors when reviewing the economic useful lives of our existing intangible assets as well. We evaluate the
remaining useful lives of our intangible assets with indefinite lives at least annually. If events or circumstances no longer
support an indefinite useful life, the intangible asset is tested for impairment and prospectively amortized over its remaining
useful life.

Both amortizable intangible assets and intangible assets with indefinite lives must be tested for recoverability whenever
events or changes in circumstances indicate that the carrying amount of those assets may not be recoverable. Amortizable
intangible assets are not recoverable if their carrying amount exceeds the sum of the undiscounted cash flows expected to result
from their use and eventual disposition. If an amortizable intangible asset is not recoverable, an impairment loss is recognized
in an amount by which its carrying amount exceeds its fair value generally based on discounted estimated net cash flows.

In order to test amortizable intangible assets for recoverability, management must make estimates of projected cash flows
related to the asset being evaluated, which include, but are not limited to, assumptions about the use or disposition of the asset,
its estimated remaining life, and future expenditures necessary to maintain its existing service potential. In order to determine
fair value, management must make certain estimates and assumptions including, among other things, an assessment of market
conditions, projected volumes, margins, cash flows, investment rates, interest/equity rates, and growth rates, that could
significantly impact the fair value of the asset being tested for impairment.

The risk of intangible asset impairment losses may increase to the extent that our results of operations or cash flows
decline. Impairment losses may result in a material, non-cash write-down of intangible assets. Furthermore, impairment losses
could have a material effect on our results of operations and sharcholders’ equity.

Other Assets

Other assets consist primarily of commodity hedging activities receivable, loan origination fees, and various other assets
that are related to our general operation and are stated at cost. Amortization of loan origination fees is provided on a straight-
line basis over the term of the agreement, which approximates the effective interest method.

Impairment of Long-Lived Assets

We review the carrying values of our long-lived assets for possible impairment whenever events or changes in
circumstances indicate that the carrying amount of assets to be held and used may not be recoverable. A long-lived asset is not
recoverable if its carrying amount exceeds the sum of the undiscounted cash flows expected to result from its use and eventual
disposition. If a long-lived asset is not recoverable, an impairment loss is recognized in an amount by which its carrying amount
exceeds its fair value.

In order to test long-lived assets for recoverability, we must make estimates of projected cash flows related to the asset
being evaluated, which include, but are not limited to, assumptions about the use or disposition of the asset, its estimated
remaining life, and future expenditures necessary to maintain its existing service potential. In order to determine fair value, we
must make certain estimates and assumptions including, among other things, an assessment of market conditions, projected
volumes, margins, cash flows, investment rates, interest/equity rates, and growth rates, that could significantly impact the
estimated fair value of the asset being tested for impairment.

The risk of long-lived asset impairment losses may increase to the extent that our results of operations or cash flows
decline. Impairment losses may result in a material, non-cash write-down of long-lived assets or intangible assets. Furthermore,
impairment losses could have a material effect on our results of operations and shareholders’ equity.

For assets to be disposed of, we report long-lived assets at the lower of carrying amount or fair value less cost to sell.
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Revenue Recognition

Revenues for products sold are recorded upon delivery of the products to customers, which is the point at which title is
transferred, the customer has the assumed risk of loss, and when payment has been received or collection is reasonably assured.
Transportation, shipping, and handling costs incurred are included in cost of products sold. Excise and other taxes collected
from customers and remitted to governmental authorities are not included in revenues.

Cost Classifications

Refining cost of products sold includes cost of crude oil, other feedstocks, blendstocks, the costs of purchased refined
products, transportation and distribution costs, and realized and unrealized gains and losses related to our commodity hedging
activities. Wholesale cost of products sold includes the cost of fuel and lubricants, transportation and distribution costs, service
parts and labor, and realized gains and losses related to our commodity hedging activities. Retail cost of products sold includes
costs for motor fuels and for merchandise. Motor fuel cost of products sold represents net cost for purchased fuel. Net cost of
purchased fuel excludes transportation and motor fuel taxes. Merchandise cost of products sold includes merchandise
purchases, net of merchandise rebates and inventory shrinkage.

Refining direct operating expenses include direct costs of labor, maintenance materials and services, chemicals and
catalysts, natural gas, utilities, and other direct operating expenses. Wholesale direct operating expenses include direct costs of
labor, transportation expense, maintenance materials and services, utilities, and other direct operating expenses. Retail direct
operating expenses include direct costs of labor, maintenance materials and services, outside services, bank charges, rent
expense, utilities, and other direct operating expenses. Direct operating expenses also include insurance expense and property
taxes.

Maintenance Turnaround Expense

Refinery process units require periodic maintenance and repairs that are commonly referred to as “turnarounds.” The
required frequency of the maintenance varies by unit, but generally is every two to six years depending on the processing unit
involved. Turnaround costs are expensed as incurred.

Stock-Based Compensation

The cost of employee services received in exchange for an award of equity instruments granted under the Western
Refining Long-Term Incentive Plan and 2010 Incentive Plan of Western Refining, Inc. is measured based on the grant date fair
value of the award. Awards may be in the form of restricted shares or restricted share units. The fair value of each restricted
share or restricted share unit awarded was measured based on the market price of a share at closing as of the measurement date
and is amortized on a straight-line basis over the respective vesting periods. '

Recipients of restricted shares have voting and dividend rights on these shares from the date of grant.

Recipients of restricted share units do not have voting or dividend rights on the shares underlying these units until the
units have vested, and if applicable, the underlying shares have been issued. Upon vesting, the recipient will be entitled to
receive, at the Compensation Committee’s election, the number of shares underlying the restricted share units, a cash payment
equal to the share value at the vesting date, or a combination of both.

Financial Instruments and Fair Value

Financial instruments that potentially subject us to concentrations of credit risk primarily consist of accounts receivable.
We believe that our credit risk is minimized as a result of the credit quality of our customer base. No single customer accounted
for more than 10% of our consolidated net sales in 2012. The carrying amounts of cash equivalents, restricted cash, accounts
receivable, accounts payable, accrued liabilities, and amounts outstanding under our Revolving Credit Agreement approximate
their fair values due to their short-term maturities.

We enter into crude oil forward contracts to facilitate the supply of crude oil to the refinery. These contracts qualify for
the normal purchases and normal sales exception because we physically receive and deliver the crude oil under the contracts
and when we enter into these contracts, the quantities are expected to be used or sold over a reasonable period of time in the
normal course of business. These transactions are reflected in cost of products sold in the period in which delivery of the crude
oil takes place.

In addition, we use crude oil and refined products futures, swap contracts, or options to mitigate the change in value for a
portion of our LIFO inventory volumes subject to market price fluctuations and swap contracts to fix the margin on a portion of
our future gasoline and distillate production. The physical volumes are not exchanged, and these contracts are net settled with
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cash. For instruments used to mitigate the change in value of volumes subject to market prices, we elected not to pursue hedge
accounting treatment for financial accounting purposes, generally because of the difficulty of establishing and maintaining the
required documentation that would allow for hedge accounting. The swap contracts used to fix the margin on a portion of our
future gasoline and distillate production do not qualify for hedge accounting treatment.

We do not believe that there is significant credit risk associated with our commodity hedging instruments that are
transacted through counterparties meeting established credit criteria. We may be required to collateralize any mark-to-market
losses on outstanding commodity hedging contracts. Generally, we do not require collateral from counterparties, but may in the
future.

See Note 4, Fair Value Measurement,; Note 15, Retirement Plans, and Note 16, Crude Oil and Refined Product Risk
Management for further fair value disclosures.

Pension and Other Postretirement Obligations

Pension and other postretirement plan expenses and liabilities are determined on an actuarial basis and are affected by the
market value of plan assets, estimates of the expected return on plan assets, and assumed discount rates and demographic data.

Pension and other postretirement plan expenses and liabilities are determined based on actuarial valuations. Inherent in
these valuations are key assumptions including discount rates, future compensation increases, expected return on plan assets,
health care cost trends, and demographic data. Changes in our actuarial assumptions are primarily influenced by factors outside
of our control and can have a significant effect on our pension and other postretirement liabilities and costs. A defined benefit
postretirement plan sponsor must (a) recognize in its statement of financial position an asset for a plan’s overfunded status or
liability for the plan’s underfunded status, (b) measure the plan’s assets and obligations that determine its funded status as of the
end of the employer’s fiscal year, and (c) recognize, as a component of other comprehensive income, the changes in the funded
status of the plan that arise during the year but are not recognized as components of net periodic benefit cost. See Note 15,
Retirement Plans.

Asset Retirement Obligations

We recognize the fair value of a liability for an asset retirement obligation (“ARO”) in the period in which it is incurred if
a reasonable estimate of fair value can be made. The associated asset retirement costs are capitalized as part of the carrying
amount of the long-lived asset. The increase in the ARO due to the passage of time is recorded as an operating expense
(accretion expense). See Note 12, Asset Retirement Obligations.

Environmental and Other Loss Contingencies

We record liabilities for loss contingencies, including environmental remediation costs when such losses are probable and
can be reasonably estimated. Loss contingency accruals, including those for environmental remediation are subject to revision
as further information develops or circumstances change and such accruals can take into account the legal liability of other
parties. Where the available information is sufficient to estimate the amount of liability, that estimate is used. Where the
information is only sufficient to establish a range of probable liability and no point within the range is more likely than another,
the lower end of the range is used. See Note 21, Contingencies.

Liabilities for future remediation costs are recorded when environmental remedial efforts are probable and the costs can
be reasonably estimated, generally on an undiscounted basis. Environmental liabilities acquired in a business combination may
be discounted dependent upon specific circumstances related to each environmental liability acquired. The majority of our
environmental obligations are recorded on an undiscounted basis. The timing and magnitude of these accruals generally are
based on the completion of investigations or other studies or a commitment to a formal plan of action. Current regulations are
applied in determining environmental liabilities and are based on best estimates of probable undiscounted future costs over the
estimated period of time expected to complete the remediation activities using currently available technology as well as our
internal environmental policies. Environmental liabilities are difficult to assess and estimate due to uncertainties related to the
magnitude of possible remediation and the timing of such remediation. Such estimates are subject to change due to many
factors, including the identification of new sites requiring remediation, changes in environmental laws and regulations and their
interpretation, additional information related to the extent and nature of remediation efforts, and potential improvements in
remediation technologies. Amounts recorded for environmental liabilities are not reduced by possible recoveries from third
parties. Recoveries of environmental remediation costs from other parties are recorded as assets when we deem their receipt
probable.
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Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized to
reflect temporary differences between the basis of assets and liabilities for financial reporting purposes and income tax
purposes. Generally, deferred tax assets represent future income tax reductions while deferred tax liabilities represent income
taxes that we expect to pay in the future. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The ultimate
realization of our deferred tax assets depends upon generating sufficient future taxable income during the periods in which the
temporary differences become deductible or before any net operating loss and tax credit carryforwards expire. If recovery of
deferred tax assets is not likely, our provision for taxes is increased by recording a valuation allowance against the deferred tax
assets that management estimates will not ultimately be recoverable. As changes occur in management's assessments regarding
our ability to recover our deferred tax assets, the tax provision is increased in any period in which we determine that the
recovery is not probable. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the
period that includes the enactment date.

We recognize the benefit of a tax position if that position will more likely than not be sustained in an audit, based on the
technical merits of the position. If the tax position meets the more likely than not recognition threshold, the tax effect is
recognized at the largest amount of the benefit that has greater than a fifty percent likelihood of being realized upon ultimate
settlement. Liabilities created for unrecognized tax benefits are presented as a separate liability and are not combined with
deferred tax liabilities or assets. We classify interest to be paid on an underpayment of income taxes and any related penalties as
income tax expense.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Recent Accounting Pronouncements

The accounting provisions covering the presentation of comprehensive income were amended to allow an entity the
option to present the total of comprehensive income (loss), the components of net income (loss), and the components of other
comprehensive income (loss) either in a single continuous statement or in two separate but consecutive statements. These
provisions are effective for the first interim or annual period beginning after December 15, 2011, and are to be applied
retrospectively, with early adoption permitted. The adoption of this guidance effective January 1, 2012 did not affect our
financial position or results of operations because these requirements only affected disclosures.

The accounting provisions covering fair value measurements and disclosures were amended to clarify the application of
existing fair value measurement requirements and to change certain fair value measurement and disclosure requirements.
Amendments that change measurement and disclosure requirements relate to (i) fair value measurement of financial instruments
that are managed within a portfolio, (ii) application of premiums and discounts in a fair value measurement, and (iii) additional
disclosures about fair value measurements categorized within Level 3 of the fair value hierarchy. These provisions are effective
for the first interim or annual period beginning after December 15, 2011. The adoption of this guidance effective January 1,
2012 did not affect our financial position or results of operations because these requirements only affected disclosures.

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board or other
standard setting bodies that may have an impact on our accounting and reporting. We believe that such recently issued
accounting pronouncements and other authoritative guidance for which the effective date is in the future either will not have an
impact on our accounting or reporting or that such impact will not be material to our financial position, results of operations, or
cash flows when implemented. -

3. Segment Information

Our operations are organized into three operating segments based on manufacturing and marketing criteria and the nature
of our products and services, our production processes, and our types of customers. These segments are the refining group, the
wholesale group, and the retail group. See Note 22, Concentration of Risk, for a discussion on significant customers. A
description of each segment and the principal products follows:

Refining Group. Our refining group currently operates two refineries: one in El Paso, Texas (the “El Paso refinery”) and
one near Gallup, New Mexico (the “Gallup refinery”). The refining group also operates a crude oil transportation and pipeline
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gathering system in New Mexico, an asphalt plant in El Paso, two stand-alone refined product distribution terminals, and four
asphalt terminals. Our refineries make various grades of gasoline, diesel fuel, and other products from crude oil, other
feedstocks, and blending components. We purchase crude oil, other feedstocks, and blending components from various third-
party suppliers. We also acquire refined products through exchange agreements and from various third-party suppliers to
supplement supply to our customers. We sell these products through our wholesale group, our retail stores, other independent
wholesalers and retailers, commercial accounts, and sales and exchanges with major oil companies.

In September 2010, we temporarily suspended refining operations at the Yorktown facility. We took this action because
narrow heavy light crude oil differentials and other continuing unfavorable economic conditions that began in the second
quarter of 2009 precluded us from profitably operating the refinery. We performed an impairment analysis at that time in
connection with the temporary suspension of the Yorktown refining operations. Based on that analysis, we determined that the
undiscounted forecasted cash flows exceeded the carrying amount of the Yorktown long-lived and intangible assets and thus, no
impairment was recorded. Throughout the period that refining operations were suspended through the date of the sale of the
Yorktown facility, management routinely monitored refining industry market data, including crack spread and heavy light crude
oil differential forecasts and other refining industry market data, to determine whether assumptions used in our impairment
analysis should be revised or updated. Our impairment analysis included considerable estimates and judgment, the most
significant of which was the restart of refining operations during the latter part of 2013 that would have required a six to nine
month pre-restart maintenance period at an estimated cost of approximately $65.0 million.

On November 30, 2011, we announced that we had entered into agreements to sell the Yorktown refining and terminal
asset facilities for a sales price of $180.4 million; which transaction closed on December 29, 2011. The sales agreements also
provided for the transfer of virtually all Yorktown related environmental remediation liabilities to the buyer and an equal
sharing of future net proceeds if Yorktown refining assets are sold. We retained our East Coast wholesale business and continue
to market refined products in the Mid-Atlantic region. This transaction allowed us to monetize the Yorktown assets and exit the
volatile east coast refining market. Continued extreme volatility of refining economics on the east coast, with a noticeable
decline during the latter part of 2011 in forecasted east coast refining margins and the announcements during the latter part of
2011 of additional east coast refining facility closures, significantly reduced the probability of restarting refining operations at
Yorktown. In addition, during the latter part of 2011, we became aware of potential changes in pricing methodology of crude
oils used for production at the Yorktown facility from one based on WTI to one based on Brent. As a result of our fourth quarter
decision to sell the Yorktown facility, we recorded a loss of $465.6 million, including transaction costs of $1.2 million. This
loss has been included in (Gain) loss and impairments on disposal of assets, net in our Consolidated Statement of Operations
for the year ended December 31, 2011.

In a separate transaction with the third-party buyer of the Yorktown facility, we also sold a section of our 16" New
Mexico Pipeline for a sales price of $40.0 million. Prior to the sale of the section of the line, the 16" New Mexico Pipeline
extended from southeast to northwest New Mexico. The pipeline originates near Maljamar, New Mexico, and has the capacity
to transport crude oil from southeast New Mexico to the Four Corners region. Although we do not currently utilize this
capacity, the pipeline provides a raw material supply alternative for the Gallup refinery. The sale of this segment of pipeline
resulted in a gain of $26.6 million, including transaction costs of $0.1 million. We performed an impairment analysis on the
remaining portion of our pipeline in connection with the sale and determined that no impairment of our remaining pipeline
system existed as of December 31, 2011. This gain has been included in (Gain) loss and impairments on disposal of assets, net
in our Consolidated Statement of Operations for the year ended December 31, 2011.

During the fourth quarters of 2011 and 2010, we recorded impairment charges of $11.7 million and $9.1 million,
respectively, resulting from changes in our plans regarding specific assets that we had previously planned to relocate from the
Bloomfield facility to the Gallup refinery. Based on the operations of the Gallup refinery, we determined that all three of the
assets set aside for relocation to Gallup were no longer required. Non-cash impairment losses of $11.7 million and $9.1 million
related to the long-lived assets and certain intangible assets are included under (Gain) loss and impairments on disposal of
assets, net in our Consolidated Statements of Operations for the years ended December 31, 2011 and 2010, respectively.

During the third quarter of 2010, we permanently closed our product distribution terminal in Flagstaff, Arizona. We
completed an impairment analysis of our Flagstaff terminal long-lived assets and determined from this analysis that the assets
were fully impaired. Accordingly, an impairment charge of $3.8 million related to our Flagstaff long-lived assets is included in
(Gain) loss and impairments on disposal of assets, net in our Consolidated Statement of Operations for the year ended
December 31, 2010.

Wholesale Group. Our wholesale group includes several lubricant and bulk petroleum distribution plants, unmanned fleet
fueling operations, and a fleet of refined product and lubricant delivery trucks. Our wholesale group distributes commercial
wholesale petroleum products primarily in Arizona, California, Colorado, Nevada, New Mexico, Texas, Maryland, and
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Virginia. The wholesale group purchases petroleum fuels and lubricants from our refining group and from third-party suppliers.
Beginning in January 2011, wholesale operations include the distribution of refined products through the Yorktown terminal
facility.

Prior to September 2012, the refined products sold by our wholesale group in the Mid-Atlantic region were purchased
from various third parties. On August 31, 2012, we transferred all of our Northeast wholesale inventories to a third party and
entered into an exclusive supply and marketing agreement with the third party covering activities related to our refined product
supply, hedging, and sales in the Mid-Atlantic region. We accounted for the refined product inventory transfer as a product
exchange with the net difference in settlement recorded in cost of products sold. Under the supply agreement, we will receive
monthly distribution amounts from the supplier equal to one-half of the amount by which our refined product sales price
exceeds the supplier's costs of acquiring, transporting, and hedging (including net realized and unrealized hedging gains and
losses) the refined product. To the extent our refined product sales do not exceed the refined product costs during any month,
we will pay one-half of that amount to the supplier. Our payments to the supplier are limited to an aggregate annual amount of
$2.0 million. Further, during any month that our refined product sales price does not exceed the refined product costs by an
aggregate amount of $4.0 million for the calendar year, we will not receive monthly distribution amounts from the supplier. We
paid $0.7 million for amounts due to the supplier for the year ended December 31, 2012 that we recorded as a component of
cost of products sold in our Consolidated Statement of Operations.

Retail Group. Our retail stores sell various grades of gasoline, diesel fuel, general merchandise, and beverage and food
products to the general public. Our wholesale group supplies the majority of gasoline and diesel fuel that our retail group sells.
We purchase general merchandise and beverage and food products from various third-party suppliers. During the second, third,
and fourth quarters of 2011, the retail group added 59 stores, primarily under various operating leases. For the year ended
December 31, 2011, the retail group results included $97.9 million in net sales from the retail stores added during the second,
third, and fourth quarters of 2011. The operations of the additional retail stores did not have a significant impact on the
opérating income of the retail group for the year ended December 31, 2011. During the first and second quarters 0f 2012, the
retail group added 13 stores. For the year ended December 31, 2012, the retail group results included incremental net sales of
$251.5 million from the retail stores added during the second, third, and fourth quarters of 2011 and $41.1 million in net sales
from the retail stores added during the first and second quarters of 2012.

At December 31, 2012, our retail group operated 222 retail locations in Arizona, Colorado, New Mexico, and Texas.

Segment Accounting Principles. Operating income for each segment consists of net revenues less cost of products sold;
direct operating expenses; selling, general, and administrative expenses; net impact of the disposal of assets; maintenance
turnaround expense; and depreciation and amortization. Cost of products sold includes net realized and unrealized gains and
losses related to our commodity hedging activities and reflects current costs adjusted, where appropriate, for LIFO and LCM
inventory adjustments. Intersegment revenues are reported at prices that approximate market.

Activities of our business that are not included in the three segments mentioned above are included in the "Other"
category. These activities consist primarily of corporate staff operations and other items that are not specific to the normal
business of any one of our three operating segments. We do not allocate certain items of other income and expense, including
income taxes, to the individual segments.

The total assets of each segment consist primarily of cash and cash equivalents; inventories; net accounts receivable; net
property, plant, and equipment; and other assets directly associated with the individual segment’s operations. Included in the
total assets of the corporate operations are cash and cash equivalents; various net accounts receivable; prepaid expenses; other
current assets; net deferred income tax items; net property, plant, and equipment; and other long-term assets.

Combined segment results for the year ended December 31, 2010 include the reversal of $14.7 million related to our
December 2009 incentive bonus accrual. This revision of our 2009 bonus estimate reduced direct operating expenses (exclusive
of depreciation and amortization) and selling, general, and administrative expense by $8.5 million and $6.2 million,
respectively.
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Disclosures regarding our reportable segments with reconciliations to consolidated totals for the three years ended
December 31, 2012 are presented below:

Year Ended December 31, 2012

Wholesale
Refining Group Group Retail Group Other Consolidated
(In thousands)

Net sales to external customers: e B '4,304,000 $ 4,011,148 $1,187986 $ - — $9,503,134
Intersegment revenues (1) k 4,036,178 849,143 24,084 - —
Operating income (loss) i)iefé?re;asset disposals $ 734,360$ i 30,502 $ ;,':1».6;:.’1, 08 $(70,969) $ 710,004
Gain on disposal of assets, net - ‘ 1,382 ‘ 509 R — ‘ 1,891
Operating income (loss) (2)- ~ s g o TaRaAD. S B10M <% 16,11 S (70,969) ‘$ - 711,895
Other income (expense), net (94,808)
Income before income taxes =y o e - s . .§ 617,087
Depreciation and amortization ~~ $ 77575 $ 3814 $§ 10473 $ 2045 $ 93,907
Capital expenditures | 186,489 4255 7,774 3,639 202,157

Total assets at December 31,2012 -~ .

':‘g 187,689 186,668 497426 2,480,407
(1) Intersegment revenues of $4,909.4 million have been eliminated in consolidation.

(2) The effect of our economic hedging activity is included within operating income of our refining and wholesale groups as a
component of cost of products sold. Refining cost of products sold includes $350.5 million in net realized and unrealized
economic hedging losses and wholesale cost of products sold includes $23.6 million in net realized economic hedging
losses for the year ended December 31, 2012.

Year Ended December 31, 2011

Wholesale
Refining Group Group Retail Group Other Consolidated
(In thousands)

Net sales to external customers . $ 4124279 § 4032790 '$ 913968 §  — §9,071,037
Intersegment revenues (1) k 4,275,419 721,000 26,427 — —
Operating income (loss) before asset disposals ~ § 862300 § 26621 § 4708 $ (62.684) § 830,945
Loss and impairments on disposal of assets, net ~ (447,166) — — — (447,166)
Operaing income (loss)(2) ~§ 415134 § 26621 S 4708 $ (62,684) § 383,779
Other income (expense), net ‘ - ‘ (181,251)
Income before incometaxes .o e s el pl el B il e o -$ 202,528
Depreciation and amortization = Db L9087 8 4312 § 0683 8 2873 § 135,895
Capital expenditures 63,794 3,459 14,876 1,680 83,809
Total assets at December 31,2011\ 1673745 279463 178155 438981 2,570,344

(1) Intersegment revenues of $5,022.8 million have been eliminated in consolidation.

(2) The effect of our economic hedging activity is included within operating income of our refining and wholesale groups as a
component of cost of products sold. Refining cost of products sold includes $103.3 million in net realized and unrealized
economic hedging gains and wholesale cost of products sold includes $3.9 million in net realized economic hedging gains
for the year ended December 31, 2011.
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Year Ended December 31, 2010

Wholesale
Refining Group Group Retail Group Other Consolidated
(In thousands)

Netsales to external customers ~~~ $ 5327570 § 1,942,527 $ 694956 $ = — $7.965053
Intersegmentrevenues 1) . "2,742,549 528,059 23,413 — —
;Operatlng income (loss) before asset dlsposals “_? % 132322 % . 20’,’7;26‘ $ 16358 $(50,933)$ __1',18,473,
Loss and impairments on dlsposal of assets net ' (12,832) k - - ‘(2‘06) ' (13,038)
Operating income (loss) ( - s 10490 8 20,72_6—$ - 16358 $ (51,139) § 105435
Other i income (expense) net o k ' (148,561)
Loss before i mceme taxes = s N ———— o $ (43,126)
Depreciation and amortization ~~~§ 118661 '$ 5069 § 10245 § 4646 $ 138621
Capital expenditures ‘ - 71,751 726 4,940 678 78,095
Totalassets at December 31,2010 | 2253882 | 163,929 155999 54336 2,628,146

(1) Intersegment revenues of $3,294.0 million have been eliminated in consolidation.

(2) The effect of our economic hedging activity is included within operating income of our refining and wholesale groups as a
component of cost of products sold. Refining cost of products sold includes $9.4 million in net realized and unrealized
economic hedging losses for the year ended December 31, 2010.

4. Fair Value Measurement

We utilize the market approach when measuring fair value for our financial assets and liabilities. The market approach
uses prices and other relevant information generated by market transactions involving identical or comparable assets or
liabilities.

The fair value hierarchy consists of the following three levels:

Level 1 Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 Inputs are quoted prices for similar assets or liabilities in an active market, quoted prices for identical or
similar assets or liabilities in markets that are not active, inputs other than quoted prices that are
observable and market-corroborated inputs that are derived principally from or corroborated by
observable market data.

Level 3 Inputs are derived from valuation techniques in which one or more significant inputs or value drivers are
unobservable and cannot be corroborated by market data or other entity-specific inputs.

The carrying amounts of cash equivalents, accounts receivable, accounts payable, and accrued liabilities approximated
their fair values at December 31, 2012 and 2011 due to their short-term maturities. Certain of our commodity derivative
contracts under master netting arrangements include both asset and liability positions. We have elected to offset the fair value
amounts recognized for multiple similar derivative instruments executed with the same counterparty, including any related cash
collateral asset or obligation under the column "Netting Adjustments" below; however, fair value amounts by hierarchy level
are presented on a gross basis in the tables below.
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The following tables represent our assets and liabilities measured at fair value on a recurring basis as of December 31,
2012 and 2011, and the basis for that measurement:

Fair Value Measurement at

Carrying Value December 31, 2012 Using Net Fair
at 2 Value at
December 31, Netting December
2012 Level 1 Level 2 Level 3 Adjustments 31, 2012
(In thousands)
Gross financial assets: 5 : ; S Sehars
Current assets - commodity hedging contracts  $ 539 § — § 5369 § — $ (1451) $ 3918
Other assets - commodity hedging contracts 1,375 — 1,360 15 (1,147) 228
Gross financial liabilities:
~Accrued liabilities - commodity hedging el e i
contracts : : (37,352) ~ (37,352) — 1,451 (35,901)
Other long-term liabilities - commodity
hedging contracts (16,951) —  (15,289)  (1,662) 1,147 (15,804)
‘ 8 (47559 8 — $(45912) § (1,647) $ — - $ (47,559)

Fair Value Measurement at

Carrying Value December 31, 2011 Using Net Fair
at Value at
December 31, Netting December
2011 Level 1 Level 2 Level 3 Adjustments 31, 2011
(In thousands)
Gross financial assets: | e A . ;

Current assets - commodity hedging contracts $§ 129473 § — $129473 § — $ (1,370) $ 128,103
Other assets - commodity hedging contracts 54208  — 51,577 2631 — = 54,208

Gross financial liabiiities:
Accrued liabilities - commodity hedging ‘ ; ,
contracts ‘ (1,568) o — 1 (1,568) e e 1390 00 0 (198)
Other long-term liabilities - commodity
hedging contracts e e — — —_ —
R e $ 182113 § — $179482 § 2631 § — 182,113

Commodity hedging contracts designated as Level 3 financial assets relate to jet fuel crack spread swaps with contract
maturity dates in 2014 and 2015. We based the fair value of these instruments upon similar contracts with quoted market prices
that have a strong historical correlation in pricing to the jet fuel crack spread swaps. Both historically and in observable future
contracts, there has been an average differential of $0.756 per barrel greater for the jet fuel crack spread swaps to the quoted
market prices for ultra-low sulfur diesel crack spread swaps. This differential was the basis for valuing the jet fuel crack spread
swaps that mature in 2014 and 2015. As quoted prices for similar assets or liabilities in an active market are available, the
underlying financial asset or liability will be reclassified and designated as Level 2 prior to final settlement.

Carrying amounts of commodity hedging contracts reflected as financial assets are included in both current and non-
current other assets in the Consolidated Balance Sheets. Carrying amounts of commodity hedging contracts reflected as
financial liabilities are included in both accrued and other long-term liabilities in the Consolidated Balance Sheets. Included in
the carrying amounts of commodity hedging contracts are fair value adjustments, respective to each counterparty with whom
we enter into contracts, called credit valuation adjustments ("CVA"). CVAs are intended to adjust the fair value of counterparty
contracts as a function of a counterparty's credit rating and reflect the credit quality of each counterparty to arrive at contract
fair values.
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The following table presents the changes in fair value of our Level 3 assets and liabilities (all related to commodity price
swap contracts) for the years ended December 31, 2012 and 2011. There were not any assets or liabilities designated as Level 3
at December 31, 2010.

December 31,
2012 2011
(In thousands)

Asset ammmt at begmnm of

Change in fair value of Level 3 trades open at the begmmng of the perlod o

ation from Level 3 to Level 2

A hypothetical change of 10% to the estimated future cash flows attributable to our Level 3 commodity price swaps
would result in an estimated fair value change of $0.2 million.

As of December 31, 2012 and 2011, the carrying amount and estimated fair value of our debt was as follows:

December 31,
2012 2011
(In thousands)
Fairvalue | - ” . 984,831 997,693

The carrying amount of our debt is the amount reflected in the Consolidated Balance Sheets, including the current
portion. The fair value of the debt was determined using Level 2 inputs.

There have been no transfers between assets or liabilities whose fair value is determined through the use of quoted prices
in active markets (Level 1) and those determined through the use of significant other observable inputs (Level 2).

5. Inventories

Inventories were as follows:

December 31,
2012 2011
(In thousands)
190 147 !
189 249 179,039
: '1,1‘ 985
14,882
)70 $ 405,754

Cru e oil and other raw materials

Retail store merchandlse
Inventones L

(1) Includes $15.1 million and $76.5 million of inventory valued using the FIFO valuation method at December 31, 2012 and
2011, respectlvely The decrease in our FIFO inventories from December 31, 2011 is primarily due to the sale of our
wholesale group's Mid-Atlantic refined product inventories during the third quarter of 2012 in connection with the
execution of an exclusive supply and marketing agreement with a third party. See Note 3, Segment Information for further
discussion.

We value our refinery inventories of crude oil, other raw materials, and asphalt inventories at the lower of cost or market
under the LIFO valuation method. Other than refined products inventories held by our wholesale and retail groups, refined
products inventories are valued under the LIFO valuation method. Lubricants and retail store merchandise are valued under the
FIFO valuation method.

As of December 31, 2012 and 2011, refined products valued under the LIFO method and crude oil and other raw
materials totaled 5.8 million barrels and 5.2 million barrels, respectively. At December 31, 2012, the excess of the current cost
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of these crude oil, refined product, and other feedstock and blendstock inventories over LIFO cost was $148.3 million. At
December 31, 2011, the excess of the current cost of these crude oil, refined product, and other feedstock and blendstock
inventories over LIFO cost was $213.7 million. The non-cash impact of changes in our LIFO reserves decreased our cost of
products sold for the year ended December 31, 2012 by $65.4 million and increased our cost of products sold for the year
ended December 31, 2011 and 2010 by $44.2 million and $47.1 million, respectively.

The net effect of inventory reductions that resulted in the liquidation of LIFO inventory levels are summarized in the table
below:

Year Ended December 31,
2012 2011 2010

(In thousands, except per share amount)

| ‘ perating income. - 0 e
Increase (decrease) net income (loss)

(2,612)

14,600

Increase (decrease) in carnings (loss) per diluited share

Average LIFO cost per barrel of our refined products and crude oil and other raw materials inventories as of
December 31, 2012 and 2011, was as follows:

December 31,
2012 2011
Average Average
LIFO LIFO
Cost Per Cost Per
Barrels LIFO Cost Barrel Barrels LIFO Cost Barrel

(In thousands, except cost per barrel)

Refined products
Crude oil and other

= 123335 $  65.05
3419 189,249 55.35 3289 179,039 54.44

6. Prepaid Expenses
Prepaid expenses were as follows:
December 31,
2012 2011

A ‘ ’ (In thousands)
Prepaid crude oil and other raw materials inventorie $ 47858 § 111,521
Prepaid insurance and other 26,183 52,009
Prepaidexpenses 74041 8 163,530

The majority of the decrease in prepaid expenses was due to the increase in credit limits with certain vendors for the
purchase of crude oil and other raw materials inventories.
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7. Other Current Assets

Other current assets were as follows:

Margm account deposits
Material and chemical inventories
Excise and other taxes receivable
Unrealized hedging gains ‘
Exchange and other‘refcei’izaljlzesj ;

Other current assets /
8. Property, Plant, and Equipment, Net

Property, plant, and equipment, net was as follows:

Refinery facilities and related equipment

Pipelines, terminals, and transportation equipment
Wholesale and retail facilities and related equipment k
Other

Accumulated depreciation

Construction in progress
 Property, plant, andvequ'i’pr‘gént‘; net

December 31,
2012 2011
(In thousands)

S 29669 $ 10819
27,533 27,196
14,955 22,149
3,918 128,103

i 5063 6,797

$ 81,338 $ 195,064
December 31,
2012 2011
(In thousands)

$ 1,179418 $ 1,013,169
76,037 75,172
221,674 198,060
23,238 22,287

1,500,367 1,308,688

(451,490) (368,434)
1,048,877 940,254
63,607 55,062

$ 1112484 $ 995316

Depreciation expense was $90.6 million, $131.3 million, and $134.3 million for the years ended December 31, 2012,
2011, and 2010, respectively. The majority of the decrease in depreciation expense from 2011 to 2012 was due to the sale of the
Yorktown facility. See Note 3, Segment Information for further information on this and other disposals during 2011.

9. Intangible Assets, Net

A summary of intangible assets, net is presented in the table below:

December 31,2012 December 31, 2011
Weighted
Average
Gross Net Gross Net Amortization
Carrying  Accumulated  Carrying Carrying  Accumulated  Carrying Period
Value Amortization Value Value Amortization Value (Years)
(In thousands)
Amortizable assets: , ’ B
Licenses and permits $ 20,427 $ (8971) $ 11,456 $ 20,426 $ (7,384) $ 13,042 7.3
- Customer relationships 7,300  (2.278) 5,022 7,300 (1,758) 5,542 9.7
Rights-of-way and other 7,120 (3,401) 3,719 8,163 (3,346) 4,817 5.2
e s A 34,847 (14,650) 20,197 35,889 (12,488) 23,401
Unamortizable assets:
- Trademarks 4800 — 4800 4,800 — 4800
Liquor licenses 16,627 — 16,627 16,151 — 16,151
Intangible assets, net $ 56274 $ (14,650) § 41,624 $ 56,840 $ (12,488) $ 44,352

i r———— : —————ii s it
—_
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Intangible asset amortization expense was $3.0 million, $4.2 million, and $4.0 million for the years ended December 31,
2012, 2011, and 2010, respectively, based upon estimates of useful lives ranging from 3 to 15 years. Estimated amortization

expense for the next five fiscal years is as follows (in thousands):

2013
2014
2015
2016
2017

10. Other Assets, Net

Other assets, net of amortization, were as follows:

Unamortized loan fees
Unrealized hedging gains
Other

Other assets, net of amortization

86

$ 3,039
2,849
2,371
2,200
2,259
December 31,
2012 2011
(In thousands)
22,701 $ 33,086
228 54,208
10,967 12,372

33,896 $§ 99,666



11. Accrued and Other Long-Term Liabilities

Accrued liabilities were as follows:

December 31,
2012 2011

(In thousands)

Excise taxes
Fair value of open commodity hedging positions, net 35,901 198

Professional and other
Banking fees and other financing

2,841

Short-term pension obligation 695 - 2,461

During 2012, we increased our annual property tax accrual estimate for our El Paso refinery by $11.6 million resulting
from an increased appraisal from the El Paso Central Appraisal District for 2012. We believe the appraised property values to
be in error and have filed a lawsuit in state district court to appeal this appraised value.

Other long-term liabilities were as follows:

December 31,
2012 2011

(In thousands)

Capltal lease obligations

Retiree plan obligations
Ass e atio

Environmental reserves

Other long-term liabilities $ 56,151 $ 21,955

As of December 31, 2012, we had environmental liability accruals of $7.8 million, of which $3.9 million was in accrued
liabilities. Discounted liabilities of $1.3 million have been recorded using an inflation factor of 2.7% and a discount rate of
7.1%. Environmental liabilities of $6.5 million accrued at December 31, 2012 have not been discounted. As of December 31,
2012, the unescalated, undiscounted environmental reserves related to these liabilities totaled $1.5 million, leaving $0.2 million
to be accreted over time.

87



The table below summarizes our environmental liability accruals:

December 31, Increase December 31,
2011 (Decrease) Payments 2012
(In thousands)
Discounted liabilitles =~~~ & . 4205 § ' (2606) $ (397) 8 1,292
Undiscounted liabilities 1,476 5,813 (745) 6,544
Total envitonmental liabilities ~~~~§ 5771 § 3207 % (1,142) § 7,836

The following table summarizes our estimated undiscounted cash flows for discounted remediation liabilities for each of
the next five years and in the aggregate thereafter (in thousands):

S LR EsRR R R R s e ey s $ 107
2014 ' ‘ 107
2015 s s e e
2016 107
2017 g s e e 1
2018 and thereafter k 972

12. Asset Retirement Obligations

We determine the estimated fair value of our AROs based on the estimated current cost escalated by an inflation rate and
discounted at a credit adjusted risk free rate. This liability is capitalized as part of the cost of the related asset and amortized
using the straight-line method. The liability accretes until the total estimated retirement obligation is accrued or we settle the
liability.

We have identified the following AROs:

Crude Pipelines. Our rights-of-way agreements generally require that pipeline properties be returned to their original
condition when the agreements are no longer in effect. This means that the pipeline surface facilities must be dismantled and
removed and certain site reclamation performed. We do not believe these rights-of-way agreements will require us to remove
the underground pipe upon taking the pipeline permanently out of service. However, certain regulatory requirements may
mandate that we purge out of service underground pipe at the time we take the pipelines permanently out of service.

Storage Tanks. We have a legal obligation under applicable law to remove or close in place certain underground and
aboveground storage tanks, both on owned property and leased property, once they are taken out of service. Under some lease
arrangements, we have also committed to restore the leased property to its original condition.

Other. We identified certain refinery piping and heaters as a conditional ARO since we have the legal obligation to
properly remove or dispose of materials that contain asbestos that surround certain refinery piping and heaters.

The following table reconciles the beginning and ending aggregate carrying amount of our AROs for the three years
ended December 31, 2012:

December 31,
2012 2011 2010
(In thousands)

Liability, beginning of period S e ; ' $ 4736 $ 5485 $ 5326
Liabilities incurred | 43 44 33
Liabilities settled ; i e , (33 (1,160) (229)
Accretion expense 342 367 355

Liability, end of period , e ; : i $ 5,088 $° 4736 $ 5485
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13. Long-Term Debt

Long-term debt was as follows:

December 31,
2012 2011
thousands)

303,014

$21,986 for 2012 and 2011, o
5.75% Senior Convertible Notes, due 2014, net of conversion feature of $22,105 and
$34,999 for 2012 and 2011, respectively

193,345 180,451

Jong-term debt 499,863 803,990

Long-term debt, net of current portion $ 499,657 $ 800,395

Outstanding amounts under the Revolving Credit Agreement, if any, are included in the current portion of long-term debt.

Interest expense and other financing costs were as follows:

Year Ended December 31,
2012 2011 2010

(In thousands)

11.25% Senior S 36,5635 $ 36563 § 36363
Bt b R

12,388
37611
5,036

5.75% k‘Seknkikor Coﬁ?éx’able N(i)tes’
Te i A
Revolving Credit Agreement

Amortization of original issuance discount:

or Secured Notes e i
Senior Secured Floating Rate Notes — 4,004
575 ibl 28

188 349 -

Term Loan
Other interest expense ' ‘ 9,231 12,330 13,359
Capitalized interest 8) _(4,248)

ancing costs ' $ 81349 § 134601 $ 146,549

Interest expense and other

We amortize original issue discounts using the effective interest method over the respective term of the debt.

Senior Secured Notes. We issued two tranches of Senior Secured Notes under an indenture dated on June 12, 2009. The
first tranche consisted of $325.0 million in aggregate principal amount of 11.25% Senior Secured Notes ("Fixed Rate Senior
Secured Notes"). The second tranche consisted of $275.0 million Senior Secured Floating Rate Notes (together with the Fixed
Rate Senior Secured Notes, the "Senior Secured Notes"). The Fixed Rate Senior Secured Notes pay interest semi-annually in
cash in arrears on June 15 and December 15 of each year and will mature on June 15, 2017. We may redeem the 11.25% Senior
Secured Notes, in whole or part, at our option at any time prior to June 15, 2013 at a price equal to 100% of the principal
amount plus an applicable premium plus accrued and unpaid interest to the date of redemption. Beginning June 15, 2013
through June 14, 2014, we may redeem the Senior Secured Notes at a premium of 5.625%; from June 15, 2014 through
June 14, 2015 at a premium of 2.813%; and at par thereafter.
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On December 21, 2011, we redeemed the Senior Secured Floating Rate Notes at a repurchase price of $288.8 million,
representing a premium on redemption of the notes of 5.0% above the face value of $275.0 million. As a result of this
redemption, we recorded a $29.7 million loss on extinguishment of debt including a $3.2 million write-off of unamortized loan
fees in our Consolidated Statement of Operations for the year ended December 31, 2011. Prior to December 21, 2011 , the
Senior Secured Floating Rate Notes paid interest quarterly at a per annum rate, reset quarterly, equal to three-month LIBOR
(subject to a LIBOR floor of 3.25%) plus 7.50%. The interest rate on the Senior Secured Floating Rate Notes as of
December 21, 2011 was 10.75%. The Senior Secured Floating Rate Notes became redeemable at our option beginning on
December 15, 2011 at a premium of 5.0%.

The Fixed Rate Senior Secured Notes are guaranteed by all of our domestic restricted subsidiaries in existence on the date
the Notes were issued. The Fixed Rate Senior Secured Notes will also be guaranteed by all future wholly-owned domestic
restricted subsidiaries and by any restricted subsidiary that guarantees any of our indebtedness under credit facilities that are
secured by a lien on the collateral securing the Fixed Rate Senior Secured Notes. The Fixed Rate Senior Secured Notes are also
secured on a first priority basis equally and ratably with any future other pari passu secured obligation, by the collateral that
consists of our fixed assets, and on a second priority basis, equally and ratably with any future other pari passu secured
obligation, by the collateral securing the Revolving Credit Agreement that consists of our cash and cash equivalents, trade
accounts receivables, and inventory.

The indenture governing the Senior Secured Notes contains covenants that limit our (and most of our subsidiaries’) ability
to, among other things: (i) pay dividends or make other distributions in respect of our capital stock or make other restricted
payments; (ii) make certain investments; (iii) sell certain assets; (iv) incur additional debt or issue certain preferred shares;

(v) create liens on certain assets to secure debt; (vi) consolidate, merge, sell or otherwise dispose of all or substantially all of
their assets; (vii) restrict dividends or other payments from restricted subsidiaries; and (viii) enter into certain transactions with
their affiliates. These covenants are subject to a number of important limitations and exceptions. The indenture governing the
Senior Secured Notes also provides for events of default that if any of them occur, would permit or require the principal,
premium, if any, and interest on all then outstanding Senior Secured Notes to be due and payable immediately.

Convertible Senior Notes. In 2009, we issued and sold $215.5 million in aggregate principal amount of our
5.75% Convertible Senior Notes (“Convertible Senior Notes”). The Convertible Senior Notes are unsecured and pay interest
semi-annually in arrears at a rate of 5.75% per year and will mature on June 15, 2014. The discount on the Convertible Senior
Notes is amortized using the effective interest method through maturity on June 15, 2014, '

The initial conversion rate for the Convertible Senior Notes was 92.5926 shares of common stock per $1,000 principal
amount of Convertible Senior Notes (equivalent to an initial conversion price of approximately $10.80 per share of common
stock). The Convertible Senior Notes are presently convertible at the option of the holder. The current conversion rate is
102.3750 to each $1,000 of principal amount of Convertible Senior Notes. The Convertible Senior Notes will also be
convertible in any future calendar quarter (prior to maturity) whenever the last reported sale price of our common stock exceeds
130% of the applicable conversion price in effect for the Convertible Senior Notes on the last trading day of the immediate
preceding calendar quarter for twenty days in the thirty consecutive trading day period ending on the last trading day of the
immediately preceding calendar quarter. If any Convertible Senior Notes are surrendered for conversion, we may elect to
satisfy our obligations upon conversion through the delivery of shares of our common stock, in cash, or a combination thereof.
As of December 31, 2012, the if-converted value of the Convertible Senior Notes exceeded its principal amount by
$406.3 million.

Term Loan Credit Agreement. On March 29, 2011, we entered into an amended and restated Term Loan Credit
Agreement. Lenders under the amended and restated Term Loan Credit Agreement extended a $325.0 million term loan ("Term
Loan") at a discount of 1.00%, the proceeds of which were principally used to refinance the term loans outstanding under the
Term Loan Credit Agreement prior to the amendment and restatement. The amended and restated Term Loan Credit Agreement
provides for principal payments on a quarterly basis of $0.8 million, with the remaining balance due on the maturity date. The
maturity date was extended to March 15, 2017. To effect this amendment and restatement, we paid $3.7 million in amendment
fees and recognized a $4.6 million loss on extinguishment of debt. In addition to our scheduled Term Loan payment of $0.8
million made during the first quarter of 2012, we made non-mandatory prepayments of $30.0 million and $291.8 million during
the first and second quarters of 2012, respectively. As a result of the repayment of the Term Loan during the second quarter of
2012, we recognized a loss on extinguishment of debt of $7.7 million.

Revolving Credit Agreement. On September 22, 2011, we entered into an amended and restated Revolving Credit
Agreement. Lenders under the amended and restated Revolving Credit Agreement extended $1.0 billion in revolving
commitments that mature on September 22, 2016, and incorporate a borrowing base tied to eligible accounts receivable and
inventory. The amended and restated Revolving Credit Agreement also provides for letters of credit and swing line loans. The
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amended and restated Revolving Credit Agreement provides for a quarterly commitment fee of either 0.375% or 0.50% per
annum subject to adjustment based upon the average excess availability under the amended and restated Revolving Credit
Agreement and quarterly letter of credit fees ranging from 2.50% to 3.25% per annum subject to adjustment based upon the
average excess availability. Borrowings can be either base rate loans plus a margin ranging from 1.50% to 2.25% or LIBOR
loans plus a margin ranging from 2.50% to 3.25% in each case subject to adjustment based upon the average excess availability
under the amended and restated Revolving Credit Agreement. The interest rate margins and letter of credit fees are to be
reduced by 0.25% upon our achievement and maintenance of a certain fixed charge coverage ratio. The amended and restated
Revolving Credit Agreement provides for a cash dominion requirement that is in effect only if there is an event of default or the
excess availability under the amended and restated Revolving Credit Agreement falls below the greater of (1)15.0% of the
borrowing base and (ii) $50.0 million. The amended and restated Revolving Credit Agreement is secured on a first priority
basis by our cash and cash equivalents, trade accounts receivable, and inventory, and on a second priority basis by the collateral
securing the Fixed Rate Notes and previously securing the Term Loan, and any future other pari passu secured obligations that
consist of our fixed assets. The revolving facility is used to fund general working capital needs and letter of credit requirements.
We paid $5.9 million in fees to effect the September 22, 2011 amendment and restatement to the Revolving Credit Agreement.

Prior to September 22, 2011 the Revolving Credit Agreement included commitments of $800.0 million composed of a
$145.0 million tranche that matured on May 31, 2012 and $655.0 million tranche that matured on January 1, 2015. Interest
rates for the $145.0 million tranche were based on our consolidated leverage ratio and ranged from 3.75% to 4.50% over
LIBOR. Interest rates for the $655.0 million tranche were based on our borrowing base capacity under the Revolving Credit
Agreement and ranged from 3.00% to 3.75% over LIBOR.

The amended and restated Revolving Credit Agreement contains covenants that limit our (and most of our subsidiaries)
ability to, among other things: (i) pay dividends or make other distributions in respect of our capital stock or make other
restricted payments; (ii) make certain investments; (iii) sell certain assets; (iv) incur additional debt; (v) create liens on certain
assets; (vi) consolidate, merge, sell or otherwise dispose of all or substantially all of our assets; (vii) engage in different
businesses; (viii) enter into certain transactions with our affiliates; (ix) restrict dividends or other payments from restricted
subsidiaries; and (x) prepay certain indebtedness. We are also subject to covenant requirements related to a minimum fixed
charge coverage ratio, contingent on the level of availability under the Revolving Credit Agreement.

As of December 31, 2012, we had net availability under the amended and restated Revolving Credit Agreement of
$394.5 million consisting of $650.7 million in gross availability and $256.2 million in outstanding letters of credit.

Guarantors of the Revolving Credit Agreement. The amended and restated Revolving Credit Agreement is guaranteed, on
a joint and several basis, by subsidiaries of Western Refining, Inc. No amounts have been recorded for these guarantees.

Letters of Credit

The Revolving Credit Agreement provides for the issuance of letters of credit. We issue and cancel letters of credit on a
periodic basis depending upon our needs. At December 31, 2012, there were $256.2 million of irrevocable letters of credit
outstanding, primarily issued to crude oil suppliers under the Revolving Credit Agreement.
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14. Income Taxes

The following is an analysis of our consolidated income tax expense (benefit) for the three years ended December 31,
2012:

Year Ended December 31,
2012 2011 2010
(In thonsands)
Federal 5 242016 5 106, 386 s (7 554)
Total current 276,200 119, 654 (8,590)
Federal (52,606) (8, 085) s, 297)
Se. LG T ; (2190
Total deferred (7.9 @9.7193) 793) —(17.487)

 Provision for income taxes: - 69,861 - (26,077)

We paid income tax, net of refunds, of $237.6 million and $70.2 million and received income tax refunds, net of taxes
paid of $49.8 million for the years ended December 31, 2012, 2011, and 2010, respectively.

The following is a reconciliation of total income tax expense (benefit) to income taxes computed by applying the 35%
statutory federal income tax rate to income (loss) before income taxes for the three years ended December 31, 2012:

Year Ended December 31,
2012 2011 2010
(In thousands)
: 215980 $ 70885 § (15,094
State income taxes, net of federal tax benefit ) 15,330 (15 863) (5,588)

Taxes at the federai Tl

Valuation allowanc 1€ LI LT
Domestic Activity Production deductlon ( 15 059) - (8,309) —
Federal tax credit for i mcreasmg - research e  ~f o 154) ' —
Federal tax credlt for productlon of ultra low sulfur diesel | —_ (109) / (4,747)
Other net L 4 @43 s - (648)

Total income tax expense (beneﬁt) $ 218,202 $ 69,861 $ (26,077)

(1) State income taxes, net of federal tax benefit, and federal tax credit for increasing research activities include $7.4 million
and $2.2 million, respectively, in unrecognized tax benefits for the year ended December 31, 2012.

The effective tax rates for 2012, 2011, and 2010 were 35.4%, 34.5%, and 60.5%, respectively, as compared to the federal
statutory rate of 35% in all years.

The Internal Revenue Service (the “IRS”) is presently conducting an examination of our tax years ending December 31,
2009 and 2010. That examination is in progress and no adjustments have been proposed. The IRS has completed an
examination of our tax years ending December 31, 2007 and 2008. For the 2007 and 2008 years, the IRS has proposed
adjustments; however, we disagree with the proposed adjustments and are pursuing our remedies at the exam level. For our tax
year ending December 31, 2006, the IRS has completed an examination and has proposed adjustments. We filed final Decision
Documents in Tax Court regarding the 2006 adjustments. We do not believe the results of any of these examinations, appeals,
or litigation will have a material effect on our financial position, operations, or cash flows. The timing and results of final
determinations on these matters remain uncertain.
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The following is a reconciliation of unrecognized tax benefits for the three years ended December 31, 2012:

Unrecognized tax beneﬁts at begmnmg of year

Increases (decreases) related to current ear tax posmons

Unrecognlzed tax benefits at end of year

December 31,
2012 2011 2010
(In thousands)
$ g aE g 2K
9,572 — —
$ 9,572 $ —

The unrecognized tax benefit as of December 31, 2012 of $9.6 million would affect our effective tax rate if recognized.
No interest or penalties have been accrued with respect to the unrecognized tax benefit.

The tax years of 2007 through 2012 remain open to examination by the major tax jurisdictions to which we are subject
(U.S. Federal, Texas, Virginia, Maryland, New Mexico, Arizona, and California).

follows:

December 31,

The tax effects of significant temporary differences representing deferred income tax assets and liabilities were as

2012 2011
Assets Liabilities Net Assets Liabilities Net
(In thousands)

Current deferred taxes e R
Inventories s — $ (44138) $ (44138) s — (39 332) $ (39 332)
Stock-based compensation 2,095 e o RN 1,841
Commodity hedging activities 17,847 — 17,847 — (68 365) (68,365)
Other current,net ~ . (3514 (3514 301 L1
Valuation allowance — — — - —_— —_

Current deferred taxes 19942 (47,652) (27710 " T 107,697) ~ (105,555)
Noncurrent deferred taxes:
Property, plant, and equipment : o= (250,140) - (250,140)
Intangible assets — — — — (3,853) (3,853)
Postretirement obligations 2006 | 006 2604 L 2604
Debt discount o - (8,249) (8 249) C — (13,139)  (13,139)
Environmental and retirement obligations 788 — 788 1410 . — 1410
Other noncurrent, net 1,234 — 1234 626 — 626
Nt operating loss and tax credit carryforwards = 26,797 - — 26797 . 23700 . — . 23700
Valuation allowance ‘ (26 491) — (26,491) (23, 700) —  (23,700)

Noncurrent deferred taxes 33 73) 4640 (267,132)  (262.492)

Net deferred taxes
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At December 31, 2012, we had the following credits and net operating loss (“NOL”) carryforwards:

Tax Effected
Type of Credit Gross Amount Amount Expiration
(In thousands)

State NOL carryforwards:k; . = 5 T SR e B e e S
Colorado ) ) Y (4,690) 8 o 2030
Virginipand Margland:s. 200 el 0l ( el 5003
Virginia and Maryland ‘ - (636) 2024
Virginiaand Maryland oo 9) | ) 2026
Virginia and Maryland - (59 277) ‘ (2,468) 2027

“Virginia and ”'nﬁ et P e ; - :(91,8,78) = - (3752) S 20m8
Virginia and Maryland - (154,526) @, 401) 2029
Virginia‘and Maryland ] ¥ EREREE i : 2030
Virginia and Maryland ' (96,967) (4,922) 2031

Total state NOL carryforwards s e e
Less valuation allowance for operating loss carryforwards 616,428 26,491
Total credits and NOL carryforwards e M f; 4923 % (305

In assessing the realizability of deferred tax assets, we determined that a valuation allowance of $26.5 million was
appropriate against the deferred tax assets relating to the NOL carryforwards for Virginia and Maryland at December 31, 2012,
We have increased the valuation allowance for the NOL carryforwards by $2.8 million from December 31, 2011.

Subsequent to December 31, 2012, certain tax laws were enacted that will have an impact on taxable income for 2012;
however, changes in tax law are effected in the year of enactment. As such, the impact of these changes in tax law will be
reflected during 2013. None of the changes in tax law will have a material impact on our business, financial condition, results
of operations, or cash flows.

15. Retirement Plans

We fully recognize the obligations associated with our single-employer defined benefit pension, retiree healthcare, and
other postretirement plans in our financial statements.

Pensions

Through December 31, 2012, we had distributed $25.8 million ($5.7 million in 2012, $7.2 million in 2011, and
$12.8 million in 2010) from plan assets to plan participants as a result of the temporary idling of Yorktown refining operations
in 2010 and resultant termination of several participants of the Yorktown cash balance plan. We contributed $1.5 million and
$4.4 million to the Yorktown pension plan during 2012 and 2011, respectively. In connection with the sale of the Yorktown
refinery during the fourth quarter of 2011, we intend to terminate the defined benefit plan covering certain previous Yorktown
refinery employees. Such termination is subject to regulatory approval that may take several months. We expect to contribute
$0.8 million to the Yorktown pension plan in 2013, depending upon the plan's status at the end of 2013.

In connection with the negotiation of a collective bargaining agreement covering employees of the El Paso refinery during
the second quarter of 2009, we terminated the defined benefit plan covering certain El Paso refinery employees. Regulatory
approval of this termination was received during the first quarter of 2010. We distributed $21.7 million through December
2010, ($4.2 million in 2010 and $17.5 million in 2009) from plan assets to plan participants as a result of the termination
agreement. Distributions made were in accordance with the termination agreement. Additionally, we transferred $2.5 million
from plan assets to a third-party annuity. The termination resulted in reductions to the related pension obligation of $5.2 million
and to other comprehensive loss of $0.6 million in the year ended December 31, 2010.
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The following tables set forth significant information about our pension plans for certain El Paso and Yorktown refinery
employees. The reconciliation of the benefit obligation, plan assets, funded status, and significant assumptions are based upon
an annual measurement date of December 31:

As of December 31,
2012 2011

(In thousands)

Benefit obligation at beginning of year 14743

A
— (29)
(675)

Service cost

Actuar1a1 gam -
Plan amendments i
Curtailment " ' k = —

” Beneﬁt obhgatlon at end of year R o $ 1,277 $ 7,274
Fair v lue’of plan assets at beginning of year . i Cag o 4RI38 7650
Company contrlbutlon ‘ o ' 1,500 ' i 4,400
SRR )
LBy aky
582§ 4813
, | s 695 (246])
Noncurrent 11abx11t1es ) - =
~ Unfunded status d in the consolidated balance shects (695) § (2461
Accumulated benefit obligation $ 1277 $ 7,274

HBeneﬁts pald

' ,;;'f}Tenmnatlon beneﬁ’ts paid

L Current habllltles

Year Ended December 31,
2012 2011 2010
(In thousands)

Service cost

,’Interest cost e o o e
Expected return on assets ' R W ” ‘ 6) 119 (1 436)

’jff‘AHK)I‘tlZBthn ' ain) I i .6 i
Recognlzed settlement expense R | 978 ' 1,537

e ©).

s

Amortlzatlon of net actuanal loss

tax unrecogmzed net loss included in accumulated!o ther
: ,comprehen'swe loss at end of year || o ,
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Weighted average assumptions used to detef‘mme\

benefit obligations at December 31:

Discount rate

Rate of compensation increase
Weighted average aéshmptions used to determine
net periodic benefit cost:

Discount rate : ~

Expected long-term return on assets (2)

Rate of compensation increase -

Year Ended December 31,

2012 (1) 2011 (1) 2010 (1)
3.79% 3.67% 4.63%
= == 3.50
367 463 525
1.90 1.90 8.50
= s 350

(1) Weighted average assumptions used to determine the expected benefit obligation and net periodic benefit cost in 2012,

2011, and 2010 are for the Yorktown pension plan only.

(2) During 2011, all benefit plan assets for the Yorktown pension plan were moved into cash equivalents and our expected

long-term rate of return on assets was lowered to 1.90%.

The following benefit payments (in thousands) are expected to be paid in the years indicated:

2013
2014
2015
2016
2017
2018-2022

Postretirement Obligations

- 861
30
30
30
30

140

The following tables set forth significant information about our retiree medical plans for certain El Paso and Yorktown
employees. Unlike the pension plans, we are not required to fund the retiree medical plans on an annual basis. Based on an

annual measurement date of December 31, and discount rates of 4.32% and 4.33% at December 31, 2012 and 2011,

respectively, to determine the benefit obligation, the components of the postretirement obligation were:

Benefit obligation at beginning of year
Service cost »
Interest cost
Benefits paid
Actuarial loss
Curtailment gain
', Benefit obligation at end of year .
Unfunded status
Current liabilities
Noncurrent liabilities

-~ Unfunded status recognized in the consolidated balance sheets
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As of December 31,
2012 2011
(In thousands)
8§ 59658 4070
119 84
261 257
(214) @211)
360 1,765
S 6492 $ 5965
$ (6,492) $ (5,965)
5 @658 (220
(6,227) (5,745)




Year Ended December 31,
2012 2011 2010

(In thousands)

S R SRR

Service cost $ 119 $ 84 8 490

2 4 k (20)

: o o . 4 s 345 § 963
Pre-tax unrecogmzed net (gain) loss 1ncluded in accumulated other ‘ ‘

comprehenswe galn at beginning of year $ 1,351 § 410) $ (859)

Recogmtlon of curtallment ‘am - ' — — 453
‘Amortlzatlon anetag ) loss :  o .’f"; { e o :;i (42) e AN = 2()
Pre-tax unrecognized net (gam) loss mcluded in accumulated other
comprehensive gain at end of year $ 1,670 $ 1,351 § (410)

The weighted average discount rates used to determine net periodic benefit costs were 4.37%, 5.64%, and 5.92% for
2012, 2011, and 2010, respectively. The following benefit payments (in thousands) are expected to be paid in the year
indicated:

2014
2016
2017 -
2018-2022 ’ “’1’813

The health care cost trend rate for the plan covering El Paso employees for 2012 and future years is capped at 4.00%. The
health care cost trend rate for the plan covering Yorktown employees for 2012 is 7.50% trending to 4.50% in 2015. A 1%-point
change in the assumed health care cost trend rate for both plans will have the following effect:

1%-points

Increase (1) Decrease
(In thousands)

Effect on total serVwe cost and interes

Effect on accumulated benefit obhgatmn | . :26

(1) There is no impact for a 1%-point increase in the El Paso plan because the plan covers up to a 4% increase per year. Any
increase in health care costs in excess of 4% is absorbed by the participant.

The following table presents cumulative changes in other comprehensive income related to our benefit plans included as a
component of equity for the periods presented, net of income tax:

As of December 31,
2012 2011
(In thousands)

Current year changes 638
End of penod balance i . (1,174 $

Begmmng of per
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The following tables present the fair values of the assets of our pension plans as of December 31, 2012 and 2011 by level
of the fair value hierarchy. Assets categorized in Level 1 of the hierarchy are measured at fair value using a market approach
based on quotations from national securities exchanges. Assets categorized in Level 2 of the hierarchy are measured at net asset
value as a practical expedient for fair value. As noted above, our other postretirement benefit plans are funded on a pay-as-you-
go basis and have no assets. '

Fair Value Measurement Using

Significant
- Other Significant
Total as of Quoted Prices in Observable Unebservable
December 31, Active Markets Inputs Inputs
2012 (Level 1) (Level 2) (Level 3)
(In thousands)
Cash equivalents 2 5 58 & -
Significant
Other Significant
Total as of Quoted Prices in Observable Unobservable
December 31, Active Markets Inputs Inputs
2011 (Level 1) (Level 2) (Level 3)
(In thousands)
Cash equivalents B8 o g R

Defined Contribution Plans

We sponsor a 401(k) defined contribution plan under which participants may contribute a percentage of their eligible
compensation to various investment choices offered by the plan. We make a Safe Harbor matching contribution to the account
of each participant who is covered under the collective bargaining agreement with the International Union of Operating
Engineers in El Paso and has completed 12 months of service equal to 250% of the first 4% of compensation beginning
February 1, 2012. During January 2012, the safe harbor matching contribution was 200% of the first 4% of compensation. In
addition, participants who were covered by the settlement agreement with the International Union of Operating Engineers in El
Paso received a contribution equal to 3% of the compensation paid between January 1, 2012 and January 31, 2012. For all other
employees, we matched 1% up to a maximum of 4% of eligible compensation for each 1% of eligible compensation
contributed provided the participant had a minimum of one year of service with Western. We expensed $5.9 million,
$5.8 million, and $6.2 million in connection with this plan for the years ended December 31, 2012, 2011, and 2010,
respectively.

16. Crude Oil and Refined Product Risk Management

We enter into crude oil forward contracts to facilitate the supply of crude oil to the refineries. During 2012, 2011, and
2010, we entered into net forward, fixed-price contracts to physically receive and deliver crude oil that qualify as normal
purchases and normal sales and are exempt from derivative reporting requirements.

We use crude oil and refined products futures, swap contracts, or options to mitigate the change in value for a portion of
our LIFO inventory volumes subject to market price fluctuations, and swap contracts to fix the margin on a portion of our
future gasoline and distillate production. The physical volumes are not exchanged, and these contracts are net settled with cash.
For instruments used to mitigate the change in value of volumes subject to market prices, we elected not to pursue hedge
accounting treatment for financial accounting purposes, generally because of the difficulty of establishing and maintaining the
required documentation that would allow for hedge accounting. The swap contracts used to fix the margin on a portion of our
future gasoline and distillate production do not qualify for hedge accounting treatment.

The fair value of these contracts is reflected in the Consolidated Balance Sheets and the related net gain or loss is
recorded within cost of products sold in the Consolidated Statements of Operations. Quoted prices for similar assets or
liabilities in active markets (Level 2) are considered to determine the fair values of the majority of the contracts for the purpose
of marking to market the hedging instruments at each period end.
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The following table summarizes our economic hedging activity for the three years ended December 31, 2012:

Year Ended December 31,
2012 2011 2010
(In thousands)

B conomic h e dg m g acn ﬁesrecogmze
Realized hédging géi‘n” (ioss), net ‘
| Unrealized hedging gain (loss),met . (229672) i
Total hedging gain (loss), net ‘ ' - - § (3741200 $ 107253 $

(9,770)
33)

S (144448) § (76,033) $

0,4

Opén commodity hedging instruments (bbls)
R

Refined product price and crack spread swaps 26,683 29,283 §

1,200

. Total open commodity hedg

of outstanding contracts, 1

“ dtlrlre’r”cﬁr(rent assets
 Other asset 54208
Accrued liabilities (35,901) (198) (1,173)

Other long-term liabilitie on
Fair value of outstanding contracts - unrealized gain (loss), net $ (47,559) $ 182,113 § (1,173)

Our commodity hedging activities are initiated within guidelines established by management and approved by our board
of directors. Commodity hedging transactions are executed centrally on behalf of all of our operating segments to minimize
transaction costs, monitor consolidated net exposures, and to allow for increased responsiveness to changes in market factors.
Due to mark-to-market accounting during the term of the various commodity hedging contracts, significant unrealized, non-
cash net gains and losses could be recorded in our results of operations. Additionally, we may be required to collateralize any
mark-to-market losses on outstanding commodity hedging contracts.

As of December 31, 2012, we had the following outstanding crude oil and refined product hedging instruments that were
entered into as economic hedges. Settlement prices for our unleaded gasoline crack spread swaps range from $10.96 to $23.69
per contract. Settlement prices for our distillate crack spread swaps range from $25.36 to $27.96 per contract. The information
presents the notional volume of outstanding contracts by type of instrument and year of maturity (volumes in thousands of
barrels):

Notional Contract Volumes by Year of Maturity
2013 2014 2015

—

Diéﬁllate—het short positions 9,108 ‘ B IO,iOO - 5,025
‘Unleaded gasolme—-netshmposmom o 225 e e

17. Stock-Based Compensation

We have two share-based compensation plans, the Western Refining 2006 Long-Term Incentive Plan (the “2006 LTIP”)
and the 2010 Incentive Plan of Western Refining, Inc. (the “2010 Incentive Plan”) that allow for restricted share awards and
restricted share unit awards. As of December 31, 2012, there were 14,311 and 3,182,567 shares of common stock reserved for
future grants under the 2006 LTIP and the 2010 Incentive Plan, respectively. Awards granted under both plans generally vest
over a three-year period and their market value at the date of the grant is amortized over the restricted period on a straight-line

basis.
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As of December 31, 2012, there were 694,622 and 440,860 restricted shares and restricted share units not vested,

respectively, outstanding.

We recorded stock compensation expense of $8.3 million for the year ended December 31, 2012, of which $0.3 million
was included in direct operating expenses and $8.0 million in selling, general, and administrative expenses.

The excess tax benefit related to the restricted shares that vested during the year ended December 31, 2012 was
$4.1 million using a statutory blended rate of 37.80%. The aggregate fair value at the grant date of the restricted shares that
vested during the year ended December 31, 2012 was $5.4 million. The related aggregate intrinsic value of these restricted

shares was $16.2 million at the vesting date.

The excess tax benefit related to the restricted share units that vested during the year ended December 31, 2012 was
$0.3 million using a statutory blended rate of 37.80%. The aggregate fair value at the grant date of the restricted share units that
vested during the year ended December 31, 2012 was $2.2 million. The related aggregate intrinsic value of these restricted
share units was $3.1 million at the vesting date.

We recorded stock compensation expense of $8.2 million for the year ended December 31, 2011, of which $0.9 million
was included in direct operating expenses and $7.3 million in selling, general, and administrative expenses. The excess tax
benefit related to the shares that vested during the year ended December 31, 2011, was $3.2 million using a statutory blended
rate of 37.54%. The aggregate fair value at the grant date of the shares that vested during the year ended December 31, 2011,
was $7.5 million. The related aggregate intrinsic value of these shares was $16.0 million at the vesting date.

We recorded stock compensation expense of $5.9 million for the year ended December 31, 2010, of which $0.6 million
was included in direct operating expenses and $5.3 million in selling, general, and administrative expenses. The tax deficiency
related to the shares that vested during the year ended December 31, 2010, was $1.1 million using a statutory blended rate of
37.54%. The aggregate fair value at the grant date of the shares that vested during the year ended December 31, 2010, was
$4.8 million. The related aggregate intrinsic value of these shares was $1.9 million at the vesting date.

As of December 31, 2012, the aggregate fair value at grant date of outstanding restricted shares and restricted share units
was $4.1 million and $8.0 million, respectively. The aggregate intrinsic value of restricted shares and restricted share units was
$19.6 million and $12.4 million, respectively. The unrecognized compensation cost of outstanding restricted shares and
restricted share units was $1.2 million and $5.1 million, respectively. Unrecognized compensation cost for restricted shares and
restricted share units will be recognized over a weighted average period of approximately 0.38 years and 1.95 years,

respectively.

The following table summarizes our restricted share unit and restricted share activity for the three years ended

December 31, 2012:

Nonvested at December 31, 2000

Awards granted
Awards vested
Awards forfeited

Nonvested at December 31,2010

Awards granted
Awards vested
Awards forfeited

Nonvested at December 31,2011

Awards granted
Awards vested
Awards forfeited
Nonvested at December 31, 2012

Restricted Share Units Restricted Shares

Weighted Weighted

Average Average

Grant Date Number of Grant Date

Number of Units Fair Value Shares Fair Value
ey o 794,679 $ 12.72
_ — 2,072,797 5.81
— - 1(336,293) 14.35
— — (93,036) 10.00
Eanaa — 2438147 6.73
316,917 1609 52,033 11.71
diecean = (976,527) 7.64
— — (2,411) 12.30
Gl BIEOIT Lol Le0e T 1511040 629
269,406 19.45 — —
142483) 1578 (816,620) 6.64
(2,980) 16.78 — -
T 440860 1824 694,622 5.93
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18. Stockholders’ Equity

On January 24, 2006, we completed an initial public offering of 18,750,000 shares of our common stock at an aggregate
offering price of $318.8 million. We received approximately $297.2 million in net proceeds from the initial public offering.

On June 10, 2009, we issued an additional 20,000,000 shares of our common stock, par value $0.01 per share at an
aggregate offering price of $180.0 million. The net proceeds of this issuance were $170.4 million, net of underwriting discounts
of $9.0 million and $0.6 million in issuance costs related to this offering. In addition, during June and July 2009, we issued and
sold $215.5 million in Convertible Senior Notes and recorded additional paid-in capital of $36.3 million, net of deferred
income taxes of $22.6 million and transaction costs of $2.0 million related to the equity portion of this convertible debt.

Prior to 2010, we repurchased 698,006 shares of our common stock to cover payroll withholding taxes for certain
employees pursuant to the vesting of restricted shares awarded under the Western Refining Long-Term Incentive Plan. The
aggregate cost paid for these shares was $21.4 million. We recorded these repurchases as treasury stock.

On July 18, 2012, our board of directors authorized a share repurchase program of up to $200 million. We may repurchase
shares from time-to-time through open market transactions, block trades, privately negotiated transactions, accelerated share
repurchase transactions, or otherwise subject to market conditions, as well as corporate, regulatory, and other considerations.
Our board of directors authorized this share repurchase program through July 31, 2013, but may discontinue the program at its
discretion at any time prior to that date. During 2012, we purchased 3,324,135 shares as part of our share repurchase program at
a cost of $82.3 million.

Our ability to pay dividends to our shareholders is subject to certain restrictions in our Revolving Credit Agreement and
the indenture governing our Senior Secured Notes, including pro forma compliance with a fixed charge coverage ratio test and
an excess availability test under our Revolving Credit Agreement and compliance with an incurrence-based test subject to a
formula-based maximum under the indenture governing our Senior Secured Notes. These factors could restrict our ability to
pay dividends in the future. In addition, our payment of dividends will depend upon our ability to generate sufficient cash
flows.

19. Earnings Per Share

We follow the provisions related to the accounting treatment of certain participating securities for the purpose of
determining earnings per share. These provisions address share-based payment awards that have not vested and that contain
nonforfeitable rights to dividends or dividend equivalents and states that they are participating securities and should be included
in the computation of earnings per share pursuant to the two-class method. As discussed in Note 17, Stock-Based
Compensation, we have granted shares of restricted stock to certain employees and outside directors. Although ownership of
these shares does not transfer to the recipients until the shares have vested, recipients have voting and nonforfeitable dividend
rights on these shares from the date of grant. Accordingly, we utilize the two-class method to determine our earnings per share.

101



The computation of basic and diluted earnings (loss) per share under the two-class method is presented below:

Year Ended December 31,
2012 2011 2010
(In thousands, except per share data)

Basic enrmngs‘(lass) per common slmr
Allocation of earmngs (losses)

Net i mcome (loss) A e e 398885 § 32,667 (17,049)
D1str1buted earnings (240 71 5) —_ _

§ (17,049

- Income allocated to f 1patmg securmes

Dlstrlbuted earnmgs allocated to part1cnpat1ng securmes

Weighted average number of common shares outstanding (1 88981 88204

Basic earnings (loss) per common share: '
Bismbuted earnings per share ,
Undistributed earnings (loss) per share

Basw earnings (loss) per comm‘ n share

(1) Excludes the weighted average number of common shares outstanding associated with participating securities of 938,413,
1,829,565, and 1,704,318 shares for the years ended December 31, 2012, 2011, and 2010, respectively.

Year Ended December 31,
2012 2011 2010
(In thousands, except per share data)

Net income (loss) R $ 398885 § 132,667 $ (17 049)
Tax effected interest rel&ted to convertlble debt o 72 k . 1'4;787 B
Net income (loss) avallable to common stockholders assummg d1lut1on $ 414,6-1—1- $ 147,454 $ (17,049)

e —

Weighted average number of diluted shares outstamling | | 111,822 109,792 88,204

g A i ks jomiar il e
S e R R R T

Diluted earnings (loss) per common share | $ 371 $ 134§ (0.19)

The computation of the weighted average number of diluted shares outstanding is presented below:

Year Ended December 31,
2012 2011 2010 (1)
(In thousands)
Weighted average number of common shares outstanding 89270 88981 88,204
Common equivalent shares frorn Convemble Senior Notes 22,057 19,949 —
Restricted shares o R R s D g L
Weighted average number of diluted shares outstandmg 111,822 109,792 88,204

(1) We have excluded 179,087 restricted shares and 19,949,076 common equivalent shares of Convertible Senior Notes from
the weighted average number of diluted shares outstanding as the effect of including such shares would be antidilutive.

A shareholder's interest in our common stock could become diluted as a result of vestings of restricted shares and restricted
share units and the conversion of our Convertible Senior Notes into actual shares of our common stock. In calculating our fully
diluted earnings per common share, we consider the impact of restricted shares and restricted share units that have not vested
and common equivalent shares related to our Convertible Senior Notes. We include restricted shares and restricted share units
that have not vested in our diluted earnings calculation when the trading price of our common stock equals or exceeds the per
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share or per share unit grant price. Common equivalent shares from our Convertible Senior Notes are generally included in our
diluted earnings calculation when net income exceeds certain thresholds above which the effect of the shares becomes dilutive.
We calculate the volume of these shares by applying the current conversion rate of 102.3750 to each $1,000 of principal
amount of Convertible Senior Notes. Prior to 2012, the conversion rate was 92.5926.

The table below summarizes our cash dividends declared and paid through December 31, 2012:

2012

Declaration Dividend per Total Payment
Date Record Date Payment Date common share (in thousands)

First quart 3633
Second quarter March 29 April 19 May 14 0.04 3,633

Fourth quarter
Fourth quarter - special dividend

On January 15, 2013, our board of directors approved a cash dividend for the first quarter of 2013 of $0.12 per share of
common stock in an aggregate payment of $10.5 million that was paid on February 14, 2013.

20. Cash Flows
Cash Equivalents

Cash equivalents totaling $20.0 million consisting of short-term money market deposits were included in the
Consolidated Balance Sheet as of December 31, 2012. There were no.cash equivalents as of December 31, 2011 included in the
Consolidated Balance Sheet.

Supplemental Cash Flow Information
Supplemental disclosures of cash flow information were as follows:

Year Ended December 31,
2012 2011 2010
(In thousands)

axes paid (refunded) siss uos)
Interest paid, excluding amounts capitalized ,735 121,282 135,063
Non-cash investing and financing activities were as follows:
Year Ended December 31,
2012 2011 2010
(In thousands)

Reductic rest
Assets acquired through capital lease obligations and promissory
note 7,064 4,391 —
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21. Contingencies
Environmental Matters

Like other petroleum refiners, our operations are subject to extensive and periodically changing federal and state
environmental regulations governing air emissions, wastewater discharges, and solid and hazardous waste management
activities. Many of these regulations are becoming increasingly stringent, and the cost of compliance can be expected to
increase over time. Our policy is to accrue environmental and clean-up related costs of a non-capital nature when it is probable
that a liability has been incurred and the amount can be reasonably estimated. Such estimates may be subject to revision in the
future as regulations and other conditions change.

Periodically, we receive communications from various federal, state, and local governmental authorities asserting
violations of environmental laws and/or regulations. These governmental entities may also propose or assess fines or require
corrective action for these asserted violations. We intend to respond in a timely manner to all such communications and to take
appropriate corrective action. We do not anticipate that any such matters currently asserted will have a material impact on our
financial condition, results of operations, or cash flows.

El Paso Refinery

Prior spills, releases and discharges of petroleum or hazardous substances have impacted the groundwater and certain
solid waste management units and other areas at and adjacent to the El Paso refinery. We are currently in the remediation
process, in conjunction with Chevron U.S.A., Inc. (“Chevron™), for these areas pursuant to certain agreed administrative orders
with the Texas Commission on Environmental Quality (the “TCEQ”; previously known as the Texas Natural Resources
Conservation Commission). Pursuant to our purchase of the north side of the El Paso refinery from Chevron, Chevron retained
responsibility to remediate its solid waste management units in accordance with its Resource Conservation Recovery Act
(“RCRA”) permit, which Chevron has fulfilled. Chevron also retained control of and liability for certain groundwater
remediation responsibilities that are ongoing.

In May 2000, we entered into an Agreed Order with the TCEQ for remediation of the south side of the El Paso refinery
property. We purchased a non-cancelable Pollution and Legal Liability and Clean-Up Cost Cap Insurance policy that covers
environmental clean-up costs related to contamination that occurred prior to December 31, 1999, including the costs of the
Agreed Order activities. The insurance provider assumed responsibility for all environmental clean-up costs related to the
Agreed Order up to $20.0 million. In addition, a subsidiary of Chevron is obligated under a settlement agreement to pay 60% of
any Agreed Order environmental clean-up costs that exceed the $20.0 million policy coverage. Under the policy, environmental
costs outside the scope of the Agreed Order are covered up to $20.0 million and require that we pay a deductible of $0.1 million
per incident as well as any costs that exceed the covered limits of the insurance policy.

On June 30, 2011, the U.S. Environmental Protection Agency (the “EPA”) filed notice with the federal district court in El
Paso that we and the EPA entered into a proposed Consent Decree under the Petroleum Refinery Enforcement Initiative (“EPA
Initiative™). On September 2, 2011, the court entered the Consent Decree. Under the EPA Initiative, the EPA is investigating
industry-wide noncompliance with certain Clean Air Act rules. The EPA Initiative has resulted in many refiners entering into
similar consent decrees typically requiring penalties and substantial capital expenditures for additional air pollution control
equipment. The Consent Decree does not require any soil or groundwater remediation or clean-up.

Based on the terms of the Consent Decree and current information, we estimate the total capital expenditures necessary to
address the Consent Decree issues would be approximately $51.0 million, of which we have already expended $41.3 million,
including $15.2 million for the installation of a flare gas recovery system completed in 2007 and $26.0 million for nitrogen
oxides (“NOx”) emission controls on heaters and boilers through December 2012. We estimate remaining expenditures of
approximately $9.7 million for the NOx emission controls on heaters and boilers during 2013. This amount is included in our
estimated capital expenditures for regulatory projects. Under the terms of the Consent Decree, we paid a civil penalty of
$1.5 million in September 2011.

In 2004 and 2005, the El Paso refinery applied for and was issued a Texas Flexible Permit by the TCEQ, under which the
refinery continues to operate. However, there is an ongoing dispute between the EPA and the Texas Attorney General as to the
validity of the state-issued permits. Although we believe our Texas Flexible Permit was federally enforceable, we applied with
the TCEQ for, and received in December 2012, a permit amendment obtaining a State Implementation Plan ("SIP"), approved
state air quality permit to address concerns raised by the EPA about all flexible permits. No additional capital expenditures are
required by the permit amendment.

In September 2010, we received a notice of intent to sue under the Clean Air Act from several environmental groups.
While not entirely clear, the notice apparently contends that our El Paso refinery is not operating under a valid permit or
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permits because the EPA has disapproved the TCEQ Flexible Permits program and that our El Paso refinery may have exceeded
certain emission limitations under its permit. We dispute these claims and maintain that the El Paso refinery is properly
operating, and has not exceeded emissions limitations, under the validly issued TCEQ permit. We intend to defend ourselves
accordingly.

In November 2012, we proposed to TCEQ to pay a penalty of up to $0.2 million to settle unresolved air enforcement
issued by TCEQ to our El Paso refinery between October 2004 and April 2008. Resolution is expected to involve entering an
agreed administrative order with TCEQ and payment of a penalty. We do not expect the order to require any soil or
groundwater remediation or clean-up. Based on current information, we do not believe the requirements of the order will have a
material effect on our business, financial condition, or results of operation.

Four Corners Refineries

Four Corners 2005 Consent Agreements. In July 2005, as part of the EPA Initiative, Giant reached an administrative
settlement with the New Mexico Environment Department (the “NMED”) and the EPA in the form of consent agreements that
resolved certain alleged violations of air quality regulations at the Gallup and Bloomfield refineries in the Four Corners area of
New Mexico (the “2005 NMED Agreement”). In January 2009, we and the NMED agreed to an amendment of the 2005
administrative settlement with the NMED (the “2009 NMED Amendment™), which altered certain deadlines and allowed for
alternative air pollution controls.

In November 2009, we indefinitely suspended refining operations at the Bloomfield refinery. We currently operate the
site, including certain remaining tanks and equipment, as a standalone products distribution terminal and crude storage facility
for our Gallup refinery. An amendment to the 2009 NMED Amendment, which became effective June 25, 2012, reflects the
indefinite suspension as of 2009.

Based on current information and the 2009 NMED Amendment as amended in June 2012 to reflect the indefinite
suspension of refining operations at our Bloomfield facility and to delay NOx controls on heaters, boilers, and Fluid Catalytic
Cracking Unit (the "FCCU") at our Gallup refinery, we estimated $50.0 million in total capital expenditures after January 2009.
We expended $11.3 million through 2011 and $37.6 million during 2012. In early 2013 we spent an additional $1.0 million to
complete the project. These capital expenditures are primarily for installation of emission controls on the heaters, boilers, and
FCCU, and for reducing sulfur in fuel gas to reduce emissions of sulfur dioxide, NOx, and particulate matter from our Gallup
refinery. We will incur additional capital expenditures to implement one or more FCCU off-set projects to be completed by the
end of 2017. The 2009 NMED Amendment also provided for a $2.3 million penalty. We completed payment of the penalty
between November 2009 and September 2010 to fund Supplemental Environmental Projects. We paid an additional penalty of
$0.4 million in July 2012 associated with the June 2012 amendment. We do not expect implementation of the requirements in
the 2009 NMED Amendment, as amended in June 2012, to result in any soil or groundwater remediation or clean-up costs.

Bloomfield 2007 NMED Remediation Order. In July 2007, we received a final administrative compliance order from the
NMED alleging that releases of contaminants and hazardous substances that have occurred at the Bloomfield refinery over the
course of its operation prior to June 1, 2007 have resulted in soil and groundwater contamination. Among other things, the
order requires that we investigate the extent of such releases, perform interim remediation measures, and implement corrective
measures. Prior to July 2007, with the approval of the NMED and the New Mexico Oil Conservation Division, we placed into
operation certain remediation measures which remain operational. As of December 31, 2012, we have expended $3.2 million
and have accrued the remaining estimated costs of $4.0 million for implementing the investigation, interim measures, and the
reasonably known corrective actions of the order.

Gallup 2007 Resource Conservational Recovery Act (“RCRA") Inspection. In September 2007, the Gallup refinery was
inspected jointly by the EPA and the NMED (“the Gallup 2007 RCRA Inspection”) to determine compliance with the EPA’s
hazardous waste regulations promulgated pursuant to the RCRA. We reached a final settlement with the agencies in August
2009 and paid a penalty of $0.7 million in October 2009. Between September 2010 and July 2012, the EPA demanded and we
have paid penalties totaling $0.2 million pursuant to the settlement. We do not expect implementation of the requirements in the
final settlement will result in any additional soil or groundwater remediation or clean-up costs not otherwise required. We
estimated capital expenditures of approximately $38.8 million to upgrade the wastewater treatment plant at the Gallup refinery
pursuant to the requirements of the final settlement. We expended $20.8 million through 2011, $17.1 million during 2012 on
the upgrade of the wastewater treatment plant, and expect to spend the remaining $0.9 million during 2013. The final settlement
deadline was modified in September 2010 to establish May 31, 2012 as the deadline for completing startup of the upgraded
plant. After negotiating an extension of this deadline with the EPA, we completed startup on August 12, 2012.

Gallup 2013 Risk Management Plan General Duty Settlement. In November 2012, the EPA approached us to settle one
alleged violation of the Clean Air Act Risk Management Plan 112(r) General Duty clause at our Gallup refinery. We expect to
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settle in 2013 with the potential of adding four other alleged violations to the final settlement with a total penalty of $0.2
million. The settlement will not result in any soil or groundwater remediation or clean-up costs.

Yorktown Refinery

Yorktown 1991 and 2006 Orders. In August 2006, Giant agreed to the terms of the final administrative consent order
pursuant to which Giant would implement a clean-up plan for the refinery. Following the acquisition of Giant, we completed
the first phase of the soil clean-up plan and negotiated revisions with the EPA for the remainder of the soil clean-up plan.
Through December 2011, we expended $32.9 million related to the EPA order.

In December 2011, our subsidiaries sold the Yorktown refinery, an adjacent parcel of land, and all other related real estate
and assets. As part of this transaction, the purchaser agreed to assume all obligations and remaining work required by the EPA.
The purchaser agreed to indemnify us for costs associated with the EPA order, following the sale, with the exception of the
completion and related liability for construction of the second phase of the Corrective Action Measures Unit (the "CAMU").
We have completed construction of this phase of the CAMU and have incurred substantially all costs anticipated to complete
this work. We and the purchaser agreed that the purchaser would replace Giant as the respondent under the EPA order. The
replacement is pending the EPA's agreement.

Yorktown 2002 Amended Consent Decree. In May 2002, Giant acquired the Yorktown refinery and assumed certain
environmental obligations including responsibilities under a consent decree (the "Consent Decree") among various parties
covering many locations entered in August 2001 under the EPA Initiative. Following the sale of the refinery in December 2011,
the purchaser assumed all obligations and all remaining work required under the Consent Decree with the exception of any
penalties or fines assessed in the future for issues related to compliance with the Consent Decree that occurred prior to the date
of sale. The purchaser has replaced Giant as the respondent under the Consent Decree.

Tax Matters
See Note 14, Income Taxes, to these consolidated financial statements for additional information on tax examinations.
Legal Matters

Over the last several years, lawsuits have been filed in numerous states alleging that methyl tertiary butyl ether
(“MTBE”), a high octane blendstock used by many refiners in producing specially formulated gasoline, has contaminated water
supplies and/or damaged natural resources. Our subsidiary, Western Refining Yorktown, Inc., is currently a defendant in a
lawsuit brought by the State of New Jersey alleging damage to the State of New Jersey’s natural resources.

Owners of a small hotel in Aztec, New Mexico filed a lawsuit in San Juan County, New Mexico alleging migration of
underground gasoline onto their property from underground storage tanks located on a retail store property across the street,
which is owned by our subsidiary. Plaintiffs claim a component of the gasoline, MTBE, has contaminated their property as a
result of this release. The Trial Court granted summary judgment against Plaintiffs and dismissed all claims related to the
alleged 1992 release. On appeal by Plaintiffs to the New Mexico Court of Appeals, the Court reversed and reinstated certain of
its claims but only to the extent they relate to releases that occurred after January 1, 1999.

A lawsuit has been filed in the Federal District Court for the District of New Mexico by certain Plaintiffs who allege the
Bureau of Indian Affairs (the “BIA”) acted improperly in approving certain rights-of-way on land allotted to the individual
Plaintiffs (each, an "Allottee") by the Navajo Nation, Arizona, New Mexico, and Utah (the “Navajo Nation™). The lawsuit
names us and numerous other defendants (“Rights-of-Way Defendants”) and seeks imposition of a constructive trust and asserts
these Rights-of-Way Defendants are in trespass on the Allottee’s lands. The Court dismissed Plaintiffs’ claims in this matter.
Plaintiffs then attempted to re-file these claims with the Department of Interior that also dismissed Plaintiffs claims. Plaintiffs
are now attempting to appeal this dismissal within the Department of Interior.

Regarding the claims asserted against us referenced above, potentially applicable factual and legal issues have not been
resolved, we have yet to determine if a liability is probable. We do not believe the potential settlement of any of the asserted
claims discussed above would have a material affect on our financial condition, results of operations, or cash flows; however
we cannot reasonably estimate the range of any loss associated with these matters. Accordingly, we have not recorded a liability
for these pending lawsuits.
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Union Matters

During 2011, we successfully negotiated a collective bargaining agreement covering employees at the Gallup refinery
that expires in 2014. We also successfully negotiated a new collective bargaining agreement covering employees at the El Paso
refinery, renewing the collective bargaining agreement that was set to expire in April 2012. The new collective bargaining
agreement covering the El Paso refinery employees expires in April 2015. While all of the collective bargaining agreements
contain “no strike” provisions, those provisions are not effective in the event that an agreement expires. Accordingly, we may
not be able to prevent a strike or work stoppage in the future, and any such work stoppage could have a material affect on our
business, financial condition, and results of operations. The collective bargaining agreement covering the employees at our
Bloomfield refinery who were terminated in connection with the indefinite suspension of refining operations at our Bloomfield
facility during November 2009 expired in March of 2012,

During 2012, we recognized a union as the bargaining representative for finished product and lube drivers and warehouse
employees at one of our Albuquerque, New Mexico facilities. Negotiations related to a collective bargaining agreement are on-
going related to these covered employees.

Other Matters -

In late 2011, the EPA initiated enforcement proceedings against companies it believes produced invalid fuel credits
known as Renewable Identification Numbers ("RINs"). We purchased RING to satisfy a portion of our obligations under the
Renewable Fuels Standard program for calendar year 2010 and had purchased some RINs the EPA considered invalid. In April
2012, we entered into an administrative settlement with the EPA that required us to pay a penalty of less than $0.1 million. We
continue to purchase RINS to satisfy our obligations under the RFS program, and we understand the EPA continues to
investigate invalid RINs. While we do not know if the EPA will identify other RINs we have purchased as being invalid or what
actions the EPA would take, at this time we do not expect any such action would have a material effect on our financial
condition, results of operations, or cash flows.

We are party to various other claims and legal actions arising in the normal course of business. We believe that the
resolution of these matters will not have a material effect on our financial condition, results of operations, or cash flows.

22. Concentration of Risk
Significant Customers

We sell a variety of refined products to a diverse customer base. No single customer accounted for more than 10% of
consolidated net sales in any of the three years ended December 31, 2012.

Sales by Product

All sales were domestic sales in the United States, except for sales of gasoline and diesel fuel for export into Mexico. The
sales for export were to PMI Trading Limited, an affiliate of Petroleos Mexicanos, the Mexican state-owned oil company, and
accounted for approximately 7.5%, 6.2%, and 8.3% of consolidated sales during the years ended December 31, 2012, 2011, and
2010, respectively.

23. Leases and Other Commitments

We have commitments under various operating leases with initial terms greater than one year for buildings, warehouses,
card locks, railcars, and other facilities. These leases have terms that will expire on various dates through 2036.

We expect that in the normal course of business, these leases will be renewed or replaced by other leases. Certain of our
lease agreements provide for the fair value purchase of the leased asset at the end of lease. Rent expense for operating leases
that provide for periodic rent escalations or rent holidays over the term of the lease is recognized on a straight-line basis.

In the normal course of business, we also have long-term commitments to purchase services, such as natural gas,
electricity, water, and transportation services for use by our refineries at market-based rates. We are also party to various refined
product and crude oil supply and exchange agreements.

Under a sulfuric acid regeneration and sulfur gas processing agreement with E.I. du Pont de Nemours ("DuPont"),
DuPont constructed and operates two sulfuric acid regeneration plants on property we leased to DuPont within our El Paso
refinery.

107



Our subsidiary is a party to a ten-year lease agreement for an administrative office building in Scottsdale, Arizona that
ends in 2013. During 2008, we entered into an agreement to sublease a portion of this property for $0.3 million annually from
February 15, 2009 through October 31, 2013. The rental payments for this property have been included as part of our estimated
rental payments in the table below.

In November 2007, our subsidiary entered into a ten-year lease agreement for an office space in downtown El Paso. The
building will serve as our headquarters. In December 2007, our subsidiary entered into an eleven-year lease agreement for an
office building in Tempe, Arizona. The building centralized our operational and administrative offices in the Phoenix area.

We entered into one capital lease agreement for a retail store during the third quarter of 2011 and three retail capital
leases during the second quarter of 2012. Each capital lease has an initial term of 20 years. The current portion of the capital
lease obligation of $0.1 million is included in accrued liabilities and the non-current portion of $10.2 million is included in
other liabilities in the accompanying Consolidated Balance Sheet as of December 31, 2012. These capital leases were
discounted using an annual rate of 7.5%. Total remaining interest related to these leases was $8.6 million at December 31,
2012.

The following table presents our annual minimum rental payments under non-cancelable operating leases that have lease
terms of one year or more (in thousands):

2014 21,994
BG1s T 19,987
2016 18,042
2017 16,174
2018 and thereafter 174,270

$ 274448

Total rental expense was $25.5 million, $19.1 million, and $15.7 million for the years ended December 31, 2012, 2011,
and 2010, respectively. Contingent rentals and subleases were not significant in any year.

24. Related Party Transactions

Effective November 30, 2012, an entity controlled by one of our officers purchased the building and related lease
agreement of certain office space that we and other commercial tenants occupy in El Paso, Texas. The lease agreement expires
in May 2017. Under the terms of the lease, we make annual payments of $0.2 million. For the year ended December 31, 2012,
we made rental payments under this lease to the related party of $0.02 million. We have no amounts due as of December 31,
2012 related to this lease agreement.

25. Quarterly Financial Information (Unaudited)

Demand for gasoline is generally higher during the summer months than during the winter months. As a result, our
operating results for the first and fourth calendar quarters are generally lower than those for the second and third calendar
quarters of each year. The effects of seasonal demand for gasoline are partially offset by increased demand during the winter
months for diesel fuel in the Southwest. During 2012, the volatility in crude oil prices and refining margins also contributed to
the variability of our results of operations for the four calendar quarters.

During the third and fourth quarters of 2012, we increased our accruals for estimated property taxes by $8.7 million and
$2.9 million, respectively, related to revised property tax appraisal rolls for 2012. We believe the appraised property values to
be in error and have filed a lawsuit in state district court to appeal this appraised value.
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WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

The quarterly financial data for the years ended December 31, 2012 and 2011 is presented below.

Year Ended December 31, 2012
Quarter
First Second Third Fourth
(Unaudited)

(In thousands, except for share data)

$ 2248257

Net sales Sy
Operatlng costs and expenses:
Cost of products s

; 22,;236;‘50,,,:,, 1,899,684 10775

;amortlzatlon) ; ;
Direct operatlng expenses (exclusxve of deprec1at10n and
amort1zat1on) 115,581 116,792 127,884 122,813
(1,891) —
d exper s 31065 13,763
\ Deprematlon and amortlzatlon 22,764 \22,767 - 23 577 - ”2/4;799‘

“,,': i Tet’"‘l*operatlng costs and expense 12416936 1,906,695

Operating i income (loss) (59,975) 400, 927 29,381 341,562

:;Other mcome (e’ ,ense) :

136

Interest i income
I ) érest expense »an { ' , alae b :‘ (17’419)
Amortlzatlon of loan fees (1 807) (1 771)” (1,641) (1,641)
(278)
; , 7) 259 322,360
Prov151on for income taxes 30,645 (2,961) (114,773)
| , $ 207587
Basic earnings (loss) per common share 8 (0.60) $ 263 $ 007 $§ 235
'Dlluted eamnings (loss) per common share oms e85
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WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Year Ended December 31, 2011
Quarter
First Second Third Fourth

(Unaudited)
(In thousands, except for share data)

7,139 $ 2,276,426

Net e
Operating costs and expenses:

- amortization)
Direct operating expenses (exclusive of depreciation and
amortization) 111,007 109,159

 Selling, genera s
(Gain) loss and impairments on disposal of assets, net (3,630) — — 450,796

171,205

057)

,695)

(2,335) (2,239) (2,295)

(5,206) 140
i e
(6,773) (57,640) (45,695) 40,247

094 $ (0.72)
072
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Item 9. Changes In and Disagreements With Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of disclosure controls and procedures. Our chief executive officer and chief financial officer, after evaluating
the effectiveness of our “disclosure controls and procedures” (as defined in the Securities Exchange Act of 1934 Rules 13a-15
() and 15d-15(e)) as of December 31, 2012 (the “Evaluation Date”), concluded that as of the Evaluation Date, our disclosure
controls and procedures were effective.

Management's Report on Internal Control Over Financial Reporting. Included herein under the caption “Management’s
Report on Internal Control Over Financial Reporting” on page 63 of this report.

Attestation Report of the Registered Public Accounting Firm. Included herein under the caption "Report of Independent
Registered Public Accounting Firm" on page 64 of this report.

Changes in internal control over financial reporting. There were no changes in our internal control over financial
reporting that occurred during the quarter ended December 31, 2012, that materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.

Item 9B. Other Information

None.

PART 111

Certain information required in this Part III is incorporated by reference to Western Refining, Inc.’s Definitive Proxy
Statement (the "Proxy Statement") to be filed with the Securities and Exchange Commission pursuant to Regulation 14A within
120 days after the end of the fiscal year covered by this report.

Item 10. Directors, Executive Officers, and Corporate Governance

The information required by this item is incorporated by reference to the information contained in Western Refining,
Inc.’s Proxy Statement under the headings “Election of Directors™ and “Executive Compensation and Other Information.”

Item 11. Executive Compensation

The information required by this item is incorporated by reference to the information contained in Western Refining,
Inc.’s Proxy Statement under the heading “Executive Compensation and Other Information.”
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Security Ownership of Certain Beneficial Owners and Management

The information required by this item is incorporated by reference to the information contained in Western Refining,
Inc.’s Proxy Statement under the heading “Security Ownership of Certain Beneficial Owners and Management.”

Securities Authorized for Issuance Under Equity Compensation Plans

(©)
Number of
(a) securities
Number of . remaining available
securities to be for future issuance
issued upon (b) under equity
exercise of Weighted average  compensation plans
outstanding exercise price of (excluding
options, outstanding securities
warrants,and options, warrants, reflected in column
Plan Category rights (1) and rights (2) (a)
Equity compensation plans approved by securi L - 3,196,878
Equity compensation plans not approved by security holders — — —
Total e _ e e 0860 e B 00 3,196,878

(1) Represents 440,860 shares underlying restricted share unit awards.
(2) Restricted share unit awards do not have an exercise price.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this item is incorporated by reference to the information contained in Western Refining,
Inc.’s 2012 Definitive Proxy Statement under the heading “Certain Relationships and Related Transactions.”

Item 14. Principal Accountant Fees and Services

The information required by this item is incorporated by reference to the information contained in Western Refining,
Inc.’s Definitive Proxy Statement under the heading “Proposal 2: Ratification of Independent Auditor.”
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(a) Financial Statements:

See Index to Financial Statements included in Item 8.

(b) The following exhibits are filed herewith (or incorporated by reference herein):

Number

2.1

22

3.1
32
4.1

4.2

43

44

4.5
4.6

47
48
10.1%

10.1.1%

10.1.2+

10.27

10.2.1%

10.2.2%

Exhibit Title

Agreement and Plan of Merger, dated August 26, 2006, by and among Western Refining, Inc., New Acquisition
Corporation and Giant Industries, Inc. (incorporated by reference to Exhibit 2.1 to the Company’s Current Report
on Form 8-K, filed with the SEC on August 28, 2006).

Amendment No. 1 to the Agreement and Plan of Merger, dated November 12, 2006, by and among Western
Refining, Inc., New Acquisition Corporation and Giant Industries, Inc. (incorporated by reference to Exhibit 2.1 to
the Company’s Current Report on Form 8-K, filed with the SEC on November 13, 2006).

Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1 to the Company’s Annual
Report on Form 10-K, filed with the SEC on March 24, 2006).

Bylaws of the Company (incorporated by reference to Exhibit 3.2 to the Company’s Annual Report on Form 10-K,
filed with the SEC on March 24, 2006).

Specimen of Company Common Stock Certificate (incorporated by reference to Exhibit 4.1 to the Company’s
Registration Statement on Form S-1/A, filed with the SEC on December 5, 2005).

Registration Rights Agreement, dated January 24, 2006, by and between the Company and each of the
stockholders listed on the signature pages thereto (incorporated by reference to Exhibit 4.1 to the Company’s
Current Report on Form 8-K, filed with the SEC on January 235, 2006).

Indenture dated June 10, 2009 between Western Refining, Inc. and The Bank of New York Mellon Trust Company,
N.A., as trustee (incorporated by reference to Exhibit 4.1 to the Company’s Quarterly Report on Form 10-Q, filed
with the SEC on August 7, 2009).

Supplemental Indenture dated June 10, 2009 between Western Refining, Inc. and The Bank of New York Mellon

Trust Company, N.A., as trustee (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on
Form 8-K filed on June 10, 2009).

Form of Convertible Senior Note (included in Exhibit 4.4).

Indenture dated June 12, 2009 among Western Refining, Inc., the Guarantors named therein and The Bank of New
York Mellon Trust Company, N.A., as trustee, paying agent, registrar and transfer agent (incorporated by reference
to Exhibit 4.1 to the Company’s Current Report on Form 8-K filed on June 15, 2009).

Form of 11.25% Senior Secured Note (included in Exhibit 4.6)
Form of Senior Secured Floating Rate Note (included in Exhibit 4.6)

Employment Agreement, dated January 24, 2006, by and between Western Refining GP, LLC and Paul L. Foster
(incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K, filed with the SEC on
January 25, 2006).

First Amendment to the Employment Agreement referred to in Exhibit 10.1, dated December 28, 2006
(incorporated by reference to Exhibit 10.1.1 to the Company's Annual Report on Form 10-K, filed with the SEC on
March 8, 2007).

Second Amendment to the Employment Agreement referred to in Exhibit 10.1, dated December 31, 2008
(incorporated by reference to Exhibit 10.1.2 to the Company's Annual Report on Form 10-K, filed with the SEC on
March 13, 2009).

Employment Agreement, dated January 24, 2006, by and between Western Refining GP, LLC and Jeff A. Stevens
(incorporated by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K, filed with the SEC on
January 25, 2006).

First Amendment to the Employment Agreement referred to in Exhibit 10.2, dated December 28, 2006
(incorporated by reference to Exhibit 10.2.1 to the Company’s Annual Report on Form 10-K, filed with the SEC
on March 8, 2007).

Second Amendment to the Employment Agreement referred to in Exhibit 10.2, dated December 31, 2008
(incorporated by reference to Exhibit 10.2.2 to the Company’s Annual Report on Form 10-K, filed with the SEC
on March 13, 2009).
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Number

10.3F

10.3.1%

10.3.2+

10.4+

104.17

10.5+

10.5.1%

10.6

10.6.1

10.7

10.7.1

10.7.2

10.7.3

10.7.4

Exhibit Title

Employment Agreement, dated January 24, 2006, by and between Western Refining GP, LLC and Scott D. Weaver
(incorporated by reference to Exhibit 10.4 to the Company’s Current Report on Form 8-K, filed with the SEC on
January 25, 2006).

First Amendment to the Employment Agreement referred to in Exhibit 10.3, dated December 28, 2006
(incorporated by reference to Exhibit 10.3.1 to the Company’s Annual Report on Form 10-K, filed with the SEC
on March §, 2007).

Letter of Termination of Employment Agreement dated December 31, 2007, between Western Refining GP, LLC
and Scott D. Weaver (incorporated by reference to Exhibit 10.3.2 to the Company’s Annual Report on Form 10-K,
filed with the SEC on February 29, 2008).

Employment Agreement, dated January 24, 2006, by and between Western Refining GP, LLC and Gary R. Dalke
(incorporated by reference to Exhibit 10.5 to the Company’s Current Report on Form 8-K, filed with the SEC on
January 25, 2006).

First Amendment to the Employment Agreement referred to in Exhibit 10.4, dated December 31, 2008
(incorporated by reference to Exhibit 10.4.1 to the Company’s Annual Report on Form 10-K, filed with the SEC
on March 13, 2009).

Employment Agreement, dated January 24, 2006, by and between Western Refining GP, LLC and Lowry Barfield
(incorporated by reference to Exhibit 10.6 to the Company’s Current Report on Form 8-K, filed with the SEC on
January 25, 2006).

First Amendment to the Employment Agreement referred to in Exhibit 10.5, dated December 31, 2008
(incorporated by reference to Exhibit 10.5.1 to the Company’s Annual Report on Form 10-K, filed with the SEC
on March 13, 2009).

Amended and Restated Term Loan Credit Agreement dated as of March 29, 2011, among the Company, as
Borrower, the lenders from time to time party thereto and Bank of America, N.A., as Administrative Agent
(incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on March 31,
2011).

Amendment No. 1 to the Amended and Restated Term Loan Credit Agreement dated as of September 22, 2011,
among the Company, as Borrower, the lenders party thereto and Bank of America, N.A., as Administrative Agent
(incorporated by reference to Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q, filed with the SEC
on November 4, 2011).

Revolving Credit Agreement, dated May 31, 2007, among Western Refining, Inc., Bank of America, N.A., as
administrative agent, swing line lender and L/C issuer, and the lenders party thereto (incorporated by reference to
Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the SEC on June 1, 2007).

First Amendment to Revolving Credit Agreement dated as of June 30, 2008, by and among Western Refining, Inc.,
the lenders party thereto and Bank of America, N.A., as the Administrative Agent, Swing Line Lender, L/C Issuer
and a Lender (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with
the Securities and Exchange Commission on July 1, 2008).

Second Amendment to the Revolving Credit Agreement dated as of May 29, 2009, among the Company, as
Borrower, the lenders from time to time party thereto, and Bank of America, N.A., as Administrative Agent, Swing
Line Lender and L/C Issuer, amending that certain Revolving Credit Agreement, dated May 31, 2007, as amended
by the First Amendment to Revolving Credit Agreement dated as of June 30, 2008 (incorporated by reference to
Exhibit 10.2 to the Company’s Current Report on Form 8-K, filed with the Securities and Exchange Commission
on June 3, 2009). ’

Third Amendment to the Revolving Credit Agreement dated as of November 24, 2009, among the Company, as
Borrower, the lenders from time to time party thereto, and Bank of America, N.A., as Administrative Agent, Swing
Line Lender and L/C Issuer, amending that certain Revolving Credit Agreement, dated May 31, 2007, as amended
by the First Amendment to Revolving Credit Agreement dated as of June 30, 2008 and the Second Amendment to
Revolving Credit Agreement dated as of May 29, 2009 (incorporated by reference to Exhibit 10.2 to the
Company’s Current Report on Form 8-K, filed with the Securities and Exchange Commission on November 24,
2009).

Fourth Amendment to the Revolving Credit Agreement dated as of February 18, 2010, among the Company, as
Borrower, the lenders from time to time party thereto, and Bank of America, N.A., as Administrative Agent, Swing
Line Lender and L/C Issuer, amending that certain Revolving Credit Agreement, dated May 31, 2007, as amended
by the First Amendment to Revolving Credit Agreement dated as of June 30, 2008, the Second Amendment to
Revolving Credit Agreement dated as of May 29, 2009, and the Third Amendment to Revolving Credit Agreement
dated as of November 24, 2009 (incorporated by reference to Exhibit 10.7.4 to the Company’s Annual Report on
Form 10-K, filed with the SEC on March 12, 2010).
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Number

10.7.5

10.8%

10.9

10.10

10.11%

10.11.1%

10.11.2%

10.12%

10.13%

10.14+

10.15

10.15.1

10.16%

10.16.1%

10.17%

10.18%

Exhibit Title

Fifth Amendment to Revolving Credit Agreement dated as of December 23, 2010, among the Company, as
Borrower, the lenders from time to time party thereto, and Bank of America, N.A., as Administrative Agent, Swing
Line Lender and L/C Issuer, amending that certain Revolving Credit Agreement, dated May 31, 2007, as amended
by the First Amendment to Revolving Credit Agreement dated as of June 30, 2008, the Second Amendment to
Revolving Credit Agreement dated as of May 29, 2009, and the Third Amendment to Revolving Credit Agreement
dated as of November 24, 2009, and the Fourth Amendment to Revolving Credit Agreement dated February 18,
2010 (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form &-K, filed with the SEC
on December 28, 2010).

Form of Indemnification Agreement, by and between the Company and each director and officer of the Company
party thereto (incorporated by reference to Exhibit 10.7 to the Company’s Current Report on Form 8-K, filed with
the SEC on January 25, 2006).

Operating Agreement, dated May 6, 1993, by and between Western Refining LP and Chevron U.S.A. Inc.
(incorporated by reference to Exhibit 10.10 to the Company’s Registration Statement on Form S-1/A, filed with
the SEC on November 3, 2005).

Purchase and Sale Agreement, dated May 29, 2003, by and among Chevron U.S.A. Inc., Chevron Pipe Line
Company, Western Refining LP and Kaston Pipeline Company, L.P. (incorporated by reference to Exhibit 10.11 to
the Company’s Registration Statement on Form S-1/A, filed with the SEC on November 3, 2005).

Western Refining Long-Term Incentive Plan (incorporated by reference to Exhibit 10.17 to the Company’s Annual
Report on Form 10-K, filed with the SEC on March 24, 2006).

First Amendment to the Western Refining Long-Term Incentive Plan referred to in Exhibit 10.19, dated
December 4, 2007 (incorporated by reference to Exhibit 10.19.1 to the Company’s Annual Report on Form 10-K,
filed with the SEC on March 13, 2009).

Second Amendment to the Western Refining Long-Term Incentive Plan referred to in Exhibit 10.19, dated
November 20, 2008 (incorporated by reference to Exhibit 10.19.2 to the Company’s Annual Report on Form 10-K,
filed with the SEC on March 13, 2009).

Form of Restricted Stock Grant Agreement under the Western Refining Long-Term Incentive Plan (incorporated
by reference to Exhibit 10.20 to the Company’s Registration Statement on Form S-1/A, filed with the SEC on
December 5, 2005).

Form of Nonqualified Stock Option Agreement under the Western Refining Long-Term Incentive Plan
(incorporated by reference to Exhibit 10.21 to the Company’s Registration Statement on Form S-1/A, filed with
the SEC on December 5, 2005).

Summary of Compensation for Non-Employee Directors (incorporated by reference to Exhibit 10.19 to the
Company’s Registration Statement on Form S-1/A, filed with the SEC on November 3, 2005).

Consulting and Non-Competition Agreement, dated August 26, 2006, by and between the Company and Fred L.
Holliger (incorporated by reference to Exhibit 99.1 to the Company’s Current Report on Form 8-K, filed with the
SEC on August 28, 2006).

Amendment No. 1 to the Consulting and Non-Competition Agreement, dated November 12, 2006, by and between
Western Refining, Inc. and Fred L. Holliger (incorporated by reference to Exhibit 99.1 to the Company’s Current
Report on Form 8-K, filed with the SEC on November 13, 2006).

Employment agreement, effective August 28, 2006, made by and between Western Refining GP, LLC and Mark J.
Smith (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the
SEC on August 16, 2006).

First Amendment to the Employment Agreement referred to in Exhibit 10.27, dated December 31, 2008
(incorporated by reference to Exhibit 10.27.1 to the Company’s Annual Report on Form 10-K, filed with the SEC
on March 13, 2009).

Employment agreement, dated November 4, 2008, made by and between Western Refining GP, LLC and William
R. Jewell (incorporated by reference to Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q, filed with
the SEC on November 7, 2008).

Employment agreement, dated March 9, 2010, made by and between Western Refining GP, LLC and Jeffrey S.
Beyersdorfer (incorporated by reference to Exhibit 10.31 to the Company’s Annual Report on Form 10-K, filed
with the SEC on March 12, 2010).
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Number Exhibit Title

10.19f 2010 Incentive Plan of Western Refining, Inc. (incorporated by reference to Exhibit 10.1 to the Company’s Current
Report on Form 8-K, filed with the SEC on May 27, 2010).

10.20  Form of Performance Unit Award Agreement between the Company and Participant under the 2010 Incentive Plan
of Western Refining, Inc. (incorporated by reference to Exhibit 10.32 to the Company’s Annual Report on
Form 10-K, filed with the SEC on March 8, 2011).

1021 Form of Western Refining, Inc. Restricted Share Unit Award Agreement between the Company and Participant
under the 2010 Incentive Plan of Western Refining, Inc. (incorporated by reference to Exhibit 10.33 to the
Company’s Annual Report on Form 10-K, filed with the SEC on March 8§, 2011).

10.227*  Form of Western Refining, Inc. Restricted Share Unit Award Agreement between the Company and Non-Employee
Director under the 2010 Incentive Plan of Western Refining, Inc.

10.23 Asset Purchase Agreement by and between Western Refining Yorktown, Inc., and Western Refining Yorktown
Holding Company as Seller and Plains Marketing, L.P., as Buyer Dated November 30, 2011 (incorporated by
reference to Exhibit 10.1 to the Company's Current Report on Form 8-K, filed with the SEC on December 2,
2011).

10.24 Asset Purchase Agreement by and between Western Refining Pipeline Company as Seller and Plains Pipeline, L.P.,
as Buyer Dated November 30, 2011 (incorporated by reference to Exhibit 10.2 to the Company's Current Report
on Form 8-K, filed with the SEC on December 2, 2011).

10.25f  Western Refining, Inc. Non-Employee Director Deferred Compensation Plan.

10.261  Western Refining, Inc. Non-Employee Director Deferred Compensation Plan Adoption Agreement, dated as of
January 1, 2009.

12.1* Statements of Computation of Ratio of Earnings to Fixed Charges.
21.1* List of Subsidiaries of the Company.
23.1% Consent of Deloitte & Touche LLP, dated February 28, 2013.

31.1* Certification Statement of Chief Executive Officer of the Company pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

31.2% Certification Statement of Chief Financial Officer of the Company pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

32.1* Certification Statement of Chief Executive Officer of the Company pursuant to Section 906 of the Sarbanes-Oxley
Act 0f 2002.

32.2* Certification Statement of Chief Financial Officer of the Company pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

101** Interactive Data Files.

* Filed herewith.
T Management contract or compensatory plan or arrangement.
%%

As provided in Rule 406T of Regulation S-T, this information is furnished and not filed for purposes of Sections 11 and 12
of the Securities Act of 1933 and Section 18 of the Securities Exchange Act of 1934.

(c) All financial statement schedules are omitted because the required information is not present or is not present in
amounts sufficient to require submission of the schedule, or because the information required is included in the
consolidated financial statements or notes thereto.

Our 2012 Annual Report is available upon request. Stockholders may obtain a copy of any exhibits to this Form 10-K at a
charge of $0.10 per page. Requests should be made to: Investor Relations, Western Refining, Inc., 123 W. Mills Ave., Suite 200,
El Paso, Texas 79901.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

WESTERN REFINING, INC.
Signature Title Date
/s/ Jeff A. Stevens Chief Executive Officer and February 28, 2013
Jeff A. Stevens President

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
Chief Executive Officer, President and

/s/ Jeff A. Stevens Director February 28, 2013
Jeff A. Stevens (Principal Executive Officer)
/s/ Gary R. Dalke Chief Financial Officer February 28, 2013
Gary R. Dalke (Principal Financial Officer)
/s/ Paul L. Foster Executive Chairman and Director February 28, 2013
Paul L. Foster
/s/ Scott D. Weaver Vice President and Director February 28, 2013
Scott D. Weaver
/s/ William R. Jewell Chief Accounting Officer February 28, 2013
William R. Jewell (Principal Accounting Officer)
/s/ Carin M. Barth Director February 28, 2013
Carin M. Barth
/s/ Sigmund L. Comelius Director February 28, 2013
Sigmund L. Cornelius
/s/ L. Frederick Francis Director February 28, 2013
L. Frederick Francis
/s/ Brian J. Hogan Director February 28, 2013
Brian J. Hogan
/s/ William D. Sanders Director February 28, 2013
William D. Sanders
/s/ Ralph A. Schmidt Director February 28, 2013

Ralph A. Schmidt
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