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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

™ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2008

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-32721

WESTERN REFINING, INC.

(Exact name of registrant as specified in its charter)

Delaware 20-3472415
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
123 W. Mills Ave., Suite 200 79901
El Paso, Texas (Zip Code)

(Address of principal executive offices)

Registrant’s telephone number, including area code: (915) 534-1400

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days.

Yes M No 0O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2
of the Exchange Act.

Large accelerated filer M Accelerated filer O Non-accelerated filer O Smaller reporting company O
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes O No ™
As of August 1, 2008, there were 68,379,970 shares outstanding, par value $0.01, of the registrant’s common stock.
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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 Quarterly Report on Form 10-Q, and in particular under the sections entitled Part I. — Item 2. “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” and Part II. — Item 1. “Legal Proceedings” 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, goals and
expectations concerning our market position, future operations, margins, profitability, deferred taxes, capital expenditures, liquidity
and capital resources, our working capital requirements, our ability to improve our capital structure through asset sales and/or through
certain financings, 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 or refinery efficiencies and cost
savings, future refining capacity, timing of future maintenance turnarounds, the amount or sufficiency of future cash flows and
earnings growth, future expenditures and future contributions related to pension and post-retirement obligations, our ability to manage
our inventory price exposure through commodity derivative 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.

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, which 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:

. our ability to realize the synergies from the Giant Industries, Inc., or Giant, acquisition;

. our ability to successfully integrate the operations and employees of Giant and the timing of such integration;
. higher than expected costs or expenses relating to the Giant acquisition;

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

. conditions in the capital markets;

. our ability to consummate certain asset sales;

. our ability to raise additional funds for our working capital needs in the public or private debt or equity markets;
. adverse changes in our crude oil suppliers’ view as to our creditworthiness;

*  changes in general economic conditions;

. changes in the underlying demand for our refined products;

*  availability, costs, and price volatility of crude oil, other refinery feedstocks, and refined products;

il
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. an adverse result in the lawsuit brought against our subsidiary, Western Refining Yorktown, Inc., by Statoil Marketing and
Trading (USA), Inc. regarding our declaration of force majeure under our crude oil supply agreement with them;

*  changes in crack spreads;

*  changes in the sweet/sour spread;

. changes in the spread between West Texas Intermediate, or WTI, crude oil and Dated Brent crude oil;

. construction of new, or expansion of existing, product pipelines in the areas that we serve;

. actions of customers and competitors;

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

»  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,
safety, tax and other laws, policies and regulations and enforcement initiatives;

. rulings, judgments or settlements in litigation 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 and other matters beyond our control; and

. other factors discussed in more detail under Part I. — Item 1A. “Risk Factors” in our Annual Report on Form 10-K for the
year ended December 31, 2007, or 2007 10-K, which are incorporated herein by this reference, in Part II.—Item 1. “Legal
Proceedings” and Part I.—Item 1A. “Risk Factors” in our Quarterly Report on Form 10-Q for the quarter ended March 31,
2008, and in Part II.— Item 1. “Legal Proceedings” and Part II. — Item 1A. “Risk Factors” of this Quarterly Report on
Form 10-Q.

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.

iii
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Item 1. Financial Statements

Part1
Financial Information

WESTERN REFINING, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(In thousands, except share data)

June 30,
2008
ASSETS
Current assets:
Cash and cash equivalents $ 118,889
Accounts receivable, principally trade, net of a reserve for doubtful accounts of $1,940
and $1,673, respectively 554,756
Inventories 522,140
Prepaid expenses 35,202
Other current assets 45,121
Total current assets 1,276,108
Property, plant, and equipment, net 1,792,172
Goodwill 299,552
Other assets, net of amortization 107,832
Total assets $ 3,475,664
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable $ 683,064
Accrued liabilities 104,427
Dividends payable —
Current deferred income tax liability, net 42,998

Current portion of long-term debt
Total current liabilities
Long-term liabilities:
Long-term debt, net of current portion
Deferred income tax liability, net
Postretirement and other liabilities
Total long-term liabilities
Commitments and contingencies
Stockholders’ equity:

Common stock, par value $0.01, 240,000,000 shares authorized; 68,398,429 and

68,105,132 shares issued, respectively

Preferred stock, par value $0.01, 10,000,000 shares authorized; no shares issued and

outstanding
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss, net of tax

Treasury stock, 641,284 and 566,235 shares, respectively, at cost

Total stockholders’ equity
Total liabilities and stockholders’ equity

The accompanying notes are an integral part of these condensed consolidated financial statements.

1

13.000

843.489

1,504,000
332,555

— 71,062

1,907,617

678

370,673

381,129
(7,136)

(20.786)

724,558

$ 3.475.664

December 31,
2007

$ 289,565

418,892
598,672
31,582
98.441
1,437,152
1,726,227
299,552

96.785

3,559,716

$—7—?—

$ 644,992
107,755

4,083

45,960

13.000

815.790

1,570,500
341,424
75517

1,987.441

679

366,071

417,439
(8,056)

(19.648)

756.485

$ 3,559,716

Source: Western Refining, In, 10-Q, August 08, 2008
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WESTERN REFINING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales
Operating costs and expenses:

Cost of products sold (exclusive of depreciation

and amortization)
Direct operating expenses (exclusive of
depreciation and amortization)
Selling, general and administrative expenses
Maintenance turnaround expense
Depreciation and amortization
Total operating costs and expenses
Operating income
Other income (expense):
Interest income
Interest expense
Amortization of loan fees
Write-off of unamortized loan fees
Loss from derivative activities
Other income (expense)
Income (loss) before income taxes
Provision for income taxes
Net income (loss)

Net earnings (loss) per share:
Basic
Diluted
Weighted average common shares outstanding:
Basic
Diluted
Cash dividends declared per share

The accompanying notes are an integral part of these condensed consolidated financial statements.

2

(Unaudited)
(In thousands, except per share data)
Three Months Ended Six Months Ended
June 30,
2008 2007 2008 2007

$ 3,352,463 $ 1,659,154 $ 5,903,534 $ 2,653,173
3,104,022 1,312,110 5,506,868 2,156,257
133,418 75,205 266,339 121,748
27,993 17,777 57,551 27,806

255 — 1,210 —

27,752 12.500 53.349 16.909
3.293.440 1,417,592 5.885.317 2,322,720
59,023 241,562 18,217 330,453

381 5,970 952 10,175
(20,121) (9,189) (38,685) (9,498)
(856) (289) (1,681) (414)
(10,890) — (10,890) —
(11,367) (8,543) (13,848) (10,559)
(58) (970) 934 (97

16,112 228,541 (45,001) 319,186
(7.922) (73.590) 12,790 (101.669)

$ 8,190 $ 154,951 $ (32,211 § 217,517
$ 0.12 $ 231 $ (0.48) $ 3.25
$ 0.12 $ 2.29 $ (0.48) $ 3.22
67,746 67,097 67,663 67,018
67,768 67,598 67,663 67,506

$ 0.06 $ 0.06 $ 0.06 $ 0.10

Source: Western Refining, In, 10-Q, August 08, 2008
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WESTERN REFINING, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Depreciation and amortization
Amortization of loan fees
Write-off of unamortized loan fees
Stock-based compensation expense
Deferred income taxes
Excess tax benefit from stock-based compensation
Loss from the sale of assets
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses
Other assets
Deferred compensation payable
Accounts payable
Accrued liabilities
Postretirement and other long-term liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures
Proceeds from the sale of assets
Escrow deposit and costs related to the Giant acquisition
Net cash used in investing activities

Cash flows from financing activities:

Additions to long-term debt

Payments on term loan

Revolving credit facility, net

Deferred financing costs

Dividends paid

Repurchases of common stock

Excess tax benefit from stock-based compensation

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental Disclosures of Cash Flow Information
Cash paid (refunded) for:
Income taxes
Interest

The accompanying notes are an integral part of these condensed consolidated financial statements.

(Unaudited)
(In thousands)

Six Months Ended
June 30,

2008 2007
$ (32.211) $ 217,517
53,349 16,909
1,681 414
10,890 —
5,062 7,896
(12,051) 6,440
— (5,071)
378 —
(135,864) 15,714
76,532 (17,874)
(3,620) 2,644
16,971 (6,108)
— (298)
38,072 (19,166)
21,754 12,892
(4692 (3918

— 36251

(116,792)
225

__(116,567)

(6,500)
(60,000)
(14,540)

(8,182)

(1,138)
(90.360)

(170,676)
289.565
118,889

$ .

$  (65,152)
28,628

227.991

(70,111)
(1,056,569)
(1,126.680)

1,125,000

(16,881)
(5.,459)
(8,173)

507
1,099,558
200,869

263.165

464,034

$ :

$ 53229
7,772

Source: Western Refining, In, 10-Q, August 08, 2008
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WESTERN REFINING, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Unaudited)
(In thousands)
Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Net income (loss) $ 8,190 $ 154,951 $ (32,211) $ 217,517
Other comprehensive income items:
Defined benefit plans:
Reclassification of losses to income, net of tax expense
of $126, $72, $53 and $216, respectively 329 58 460 188
Change in fair value of interest rate swap, net of tax
expense of $7,932 and $273, respectively 14,256 — 460 —
Other comprehensive income, net of tax 14,585 58 920 188
Comprehensive income (loss) $ 22,775 $ 155,009 $ (31,291) $ 217,705

The accompanying notes are an integral part of these condensed consolidated financial statements.

Source: Western Refining, In, 10-Q, August 08, 2008
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WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2008
(UNAUDITED)

1. Organization and Basis of Presentation

The “Company” or “Western” may be used to refer to Western Refining, Inc. and, unless the context otherwise requires, its
subsidiaries. On May 31, 2007, the Company completed the acquisition of Giant Industries, Inc. (“Giant”). Any references to the
“Company” prior to this date exclude the operations of Giant.

The Company is an independent crude oil refiner and marketer of refined products and also operates service stations and
convenience stores. The Company owns and operates four refineries with a total crude oil throughput capacity of approximately
238,000 barrels per day (“bpd”). In addition to the Company’s 128,000 bpd refinery in El Paso, Texas, the Company also owns and
operates a 70,000 bpd refinery on the East Coast of the United States near Yorktown, Virginia and two refineries in the Four Corners
region of Northern New Mexico with a combined throughput capacity of 40,000 bpd. The Company’s primary operating areas
encompass West Texas, Arizona, New Mexico, Utah, Colorado, and the Mid-Atlantic region. In addition to the refineries, the
Company also owns and operates stand-alone refined products terminals in Flagstaff, Arizona and Albuquerque, New Mexico, as well
as asphalt terminals in Phoenix, Arizona; Tucson, Arizona; Albuquerque; and El Paso. As of June 30, 2008, the Company also owned
and operated 154 retail service stations and convenience stores in Arizona, Colorado and New Mexico, a fleet of crude oil and finished
product truck transports, and a wholesale petroleum products distributor, which operates in Arizona, California, Colorado, Nevada,
New Mexico, Texas, and Utah.

The Company’s operations include three business segments: the refining group, the retail group and the wholesale group. Prior to
the Giant acquisition, the Company operated as one business segment. See Note 4, “Segment Information” for a further discussion of
the Company’s business segments.

Demand for gasoline is generally higher during the summer months than during the winter months. In addition, higher volumes of
ethanol are blended to the gasoline produced in the Southwest region during the winter months, thereby increasing the supply of
gasoline. This combination of decreased demand and increased supply during the winter months can lower gasoline prices. As a result,
the Company’s 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 and heating oil in the Northeast.

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with U.S. generally
accepted accounting principles (“GAAP”) for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and footnotes required by GAAP for complete financial
statements. In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair
presentation have been included. Operating results for the three and six months ended June 30, 2008, are not necessarily indicative of
the results that may be expected for the year ending December 31, 2008 or for any other period.

The Condensed Consolidated Balance Sheet at December 31, 2007, has been derived from the audited financial statements of the
Company at that date but does not include all of the information and footnotes required by GAAP for complete financial statements.
The accompanying condensed consolidated financial statements should be read in conjunction with the consolidated financial
statements and notes thereto included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2007 (“2007
Form 10-K”).

The condensed consolidated financial statements include the accounts of Western Refining, Inc. and its wholly-owned subsidiaries.

All significant intercompany accounts and transactions have been eliminated.
5
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WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2008
(UNAUDITED)

2. Summary of Accounting Policies

Financial Instruments and Fair Value. The Company adopted the provisions of Statement of Financial Accounting Standards
(“SFAS”) No. 157, Fair Value Measurements (“SFAS No. 157”) on January 1, 2008. SFAS No. 157 defines fair value, establishes a
market-based framework or hierarchy for measuring fair value, and expands disclosures about fair value measurements. SFAS
No. 157 is applicable whenever another accounting pronouncement requires or permits assets and liabilities to be measured at fair
value. SFAS No. 157 does not expand or require any new fair value measures. In February 2008, the Financial Accounting Standards
Board (“FASB”) decided that an entity need not apply this standard to nonfinancial assets and liabilities that are recognized or
disclosed at fair value in the financial statements on a nonrecurring basis until 2009. Accordingly, the Company’s adoption of this
standard in 2008 was limited to financial assets and liabilities, which primarily affects the valuation of the Company’s derivative
contracts and interest rate swap. The adoption of SFAS No. 157 did not have a material effect on the Company’s financial condition or
results of operations, and had no impact on methodologies used by the Company in measuring fair value of its financial assets and
liabilities. The Company is still in the process of evaluating this standard with respect to its effect on nonfinancial assets and liabilities
and therefore has not yet determined the impact that it will have on its financial statements upon full adoption in 2009.

The Company also adopted SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities — Including an
amendment of FASB Statement No. 115 (“SFAS No. 159”) on January 1, 2008. SFAS No. 159 permits entities to choose to measure
many financial instruments and certain other items at fair value. Entities that elect the fair value option will report unrealized gains and
losses in earnings at each subsequent reporting date. The fair value option may be elected on an instrument-by-instrument basis, with
few exceptions. SFAS No. 159 also establishes presentation and disclosure requirements to facilitate comparisons between companies
that choose different measurement attributes for similar assets and liabilities. The adoption of SFAS No. 159 did not have an effect on
the Company’s financial condition or results of operations as the Company did not elect this fair value option, nor is it expected to
have a material impact on future periods as the election of this option for its financial instruments is expected to be limited.

Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations (“SFAS No. 141R”), which replaces
SFAS No. 141. SFAS No. 141R establishes principles and requirements for how an acquirer recognizes and measures in its financial
statements the identifiable assets acquired, the liabilities assumed, any non-controlling interest in the acquiree and recognizes and
measures the goodwill acquired or a gain from a bargain purchase. SFAS No. 141R also establishes disclosure requirements that will
enable users to evaluate the nature and financial effects of the business combination. SFAS No. 141R is effective for business
combinations that the acquisition date is on or after the beginning of the first annual reporting period that begins on or after
December 15, 2008. The Company is currently evaluating the potential impact, if any, of SFAS No. 141R on the Company’s financial
position and results of operations.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities — an
amendment of FASB Statement No. 133 (“SFAS No. 161”). The new standard requires additional disclosures regarding a company’s
derivative instruments and hedging activities by requiring qualitative disclosures about objectives and strategies for using derivatives,
quantitative disclosure of the fair values of derivative instruments and their gains and losses in a tabular format. It also requires
disclosure of derivative features that are credit risk-related as well as cross-referencing within the notes to the financial statements to
enable financial statement users to locate important information about derivative instruments, financial performance, and cash flows.
The standard is effective for the Company beginning January 1, 2009. The principal impact from this standard will be to require the
Company to expand its disclosures regarding its derivative instruments.

On April 25, 2008, the FASB issued FASB Staff Position (“FSP”) FAS No. 142-3, Determination of the Useful Life of Intangible
Assets (“FSP No. 142-3”). The guidance is intended to improve the consistency between the

Source: Western Refining, In, 10-Q, August 08, 2008
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WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2008
(UNAUDITED)

useful life of a recognized intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets (“SFAS No. 142”), and the
period of expected cash flows used to measure the fair value of the asset under SFAS No. 141R, and other guidance under GAAP. The
Company is currently evaluating the potential impact, if any, of FSP No. 142-3 on the Company’s financial position and results of
operations.

On June 16, 2008, the FASB issued Final FSP No. EITF 03-6-1, Determining Whether Instruments Granted in Share-Based
Payment Transactions Are Participating Securities. The statement addresses unvested share-based payment awards that contain
non-forfeitable 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. FSP No. EITF 03-6-1 is effective for the Company beginning
January 1, 2009, and interim periods after that. The Company is currently evaluating the potential impact, if any, of FSP No. EITF
03-6-1 on the Company’s financial position and results of operations.

3. Acquisition of Giant Industries, Inc.

On May 31, 2007, the Company completed the acquisition of Giant. Under the terms of the merger agreement, Western acquired
100% of Giant’s 14,639,312 outstanding shares for $77.00 per share in cash. The purchase price of $1,149.2 million was funded
through a combination of cash on hand, proceeds from an escrow deposit, and a $1,125.0 million secured term loan. In connection
with the acquisition, the Company borrowed an additional $275.0 million in July 2007 when it paid off and retired Giant’s 8% and
11% Senior Subordinated Notes. See Note 13, “Long-Term Debt.”

Giant’s operations include three crude oil refineries, a crude oil transportation and gathering pipeline system, two finished products
distribution terminals, a fleet of crude oil and finished product truck transports, a chain of retail service station/convenience stores,
wholesale petroleum products distribution facilities and a 16-inch crude oil transportation pipeline.

The purchase price of the transaction has been allocated to the assets acquired and liabilities assumed based upon their fair values
on the closing date of May 31, 2007. The estimated fair values of those assets and liabilities were as follows:

Net working capital $ 198,713
Property, plant, and equipment 1,257,826
Intangible assets 73,241
Goodwill 299,552
Other assets 7,695
Long-term debt assumed (298,725)
Deferred income taxes (non-current) (321,135)
Other liabilities (67,978)
Total purchase price $1,149,189

The Company believes that the Giant acquisition resulted in the recognition of goodwill primarily due to Giant’s industry position,
management strength, and business growth potential.

The following unaudited pro forma information assumes that (i) the acquisition of Giant occurred on January 1, 2007, (ii)
$1,125.0 million was borrowed to fund the Giant acquisition on January 1, 2007 and $50.0 million of existing Giant revolving credit
debt was repaid on that date, (iii) depreciation and amortization expense was greater beginning January 1, 2007, for the increased
estimated fair values of assets acquired as of that date, and (iv) income tax expense was less as a result of the increased depreciation,
amortization, and interest expense.

7
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WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2008
(UNAUDITED)
Pro forma Pro forma
Three Months Ended Six Months Ended
June 30, 2007 June 30, 2007
(In thousands)
Net sales $2,339,090 $4,139,256
Operating income 232,177 331,439
Net income 131,847 184,855
Basic earnings per share $ 1.97 $ 2.76
Diluted earnings per share 1.95 2.74

The unaudited pro forma amounts presented in the table above are for informational purposes only and are not intended to be
indicative of the results that actually would have occurred. Actual results could have differed significantly had the Company owned
Giant for the periods presented. Furthermore, the unaudited pro forma financial information is not necessarily indicative of the results
of future operations.

4. Segment Information

The Company is organized into three operating segments based on manufacturing and marketing criteria and the nature of their
products and services, their production processes, and their types of customers. These segments are the refining group, the wholesale
group and the retail group. A description of each segment and its principal products follows:

Refining Group. The Company’s refining group operates four refineries: one in El Paso, Texas (the El Paso refinery); two in the
Four Corners region of Northern New Mexico, one near Gallup and one in Bloomfield (the Four Corners refineries); and one near
Yorktown, Virginia (the Yorktown refinery). The refining group also operates a crude oil transportation and gathering pipeline system
in New Mexico, an asphalt plant in El Paso, two finished products distribution terminals and four asphalt distribution terminals. The
four refineries make various grades of gasoline, diesel fuel, and other products from crude oil, other feedstocks, and blending
components. The Company also acquires finished products through exchange agreements and from various third-party suppliers. The
Company sells these products through its own service stations, its own wholesale group, independent wholesalers and retailers,
commercial accounts, and sales and exchanges with major oil companies. The Company purchases crude oil, other feedstocks, and
blending components from various suppliers. The assets and results of operations of a fleet of trucks previously reported under the
refining group were transferred to the wholesale group during the second quarter of 2008. The Company believes these operations are
more consistent with the functions of the wholesale group. The following table represents the activities for this fleet of trucks for the
periods indicated. Previous periods have not been restated for this change in segment operations. The results for the three and six
months ended June 30, 2008 have been reported in the results of the wholesale segment.

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)
Net sales to external customers $ 398 $ 1,885 $ 2,049 $ 1,885
Intersegment revenues 8,694 781 14,400 781
Depreciation and amortization 142 60 399 60
Capital expenditures 340 — 770 —
Operating loss (695) (78) (1,492) (78)
Total assets at June 30, $ 4317 $ 5398 $ 4317 $ 5398
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Retail Group. The Company’s retail group operates service stations, which include convenience stores or kiosks. The service
stations sell various grades of gasoline, diesel fuel, general merchandise, and beverage and food products to the general public. The
Company’s refining and or wholesale groups supply the gasoline and diesel fuel that the retail group sells. The Company purchases
general merchandise and food products from various suppliers. At June 30, 2008, the Company’s retail group operated 154 service
stations with convenience stores or kiosks located in Arizona, New Mexico and Colorado.

Wholesale Group. The Company’s wholesale group includes several lubricant and bulk petroleum distribution plants, unmanned
fleet fueling operations, a bulk lubricant terminal facility, and a fleet of finished product and lubricant delivery trucks. The wholesale
group distributes commercial wholesale petroleum products primarily in Arizona, New Mexico and Southern California. The
Company’s wholesale group purchases petroleum fuels and lubricants from suppliers and from the refining group. During the second
quarter of 2008, the assets and results of operations of a fleet of trucks were transferred from the refining group to the wholesale
group. Had the results of operations of this fleet of trucks been reported in the refining group, the segment information for the
wholesale group would have been changed by the amounts shown under Refining Group, above.

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, maintenance turnaround expense, and depreciation and amortization.
Cost of products sold reflects current costs adjusted, where appropriate, for last-in, first-out (“LIFO”) and lower of cost or market
inventory adjustments. Intersegment revenues are reported at prices that approximate market.

Operations that are not included in any of the three segments mentioned above are included in the category “Other.” These
operations consist primarily of corporate staff operations. Other items of income and expense, including income taxes, are not
allocated to operating segments.

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

Disclosures regarding the Company’s reportable segments with reconciliations to consolidated totals for the three and six months
ended June 30, 2008 and 2007, are presented below. Prior to May 31, 2007, the Company operated as one business segment and all
sales were derived from external customers.

For the Three Months Ended June 30, 2008

Refining Group Retail Group Wholesale Group (1) Other Consolidated
(In thousands)

Net sales to external

customers $ 2,515,826 $ 226,085 $ 610,552 $ — $ 3,352,463
Intersegment revenues (2) 743,390 13,360 95,937 — —
Depreciation and amortization 23,787 2,124 1,351 490 27,752
Capital expenditures 40,132 2,147 1,004 2,956 46,239
Operating income (loss) 65,853 2,625 3,632 (13,087) 59,023
Other income (expense), net (42.911)
Income before income taxes $ 16,112
(1) Includes the assets and results of operations of a fleet of

trucks that were transferred from the refining group.

2) Intersegment revenues of $852.7 million have been
eliminated in consolidation.
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For the Six Months Ended June 30, 2008

Refining Group Retail Group Wholesale Group (1) Other Consolidated
(In thousands)
Net sales to external
customers $ 4,468,158 405,244 $ 1,030,132 $ — $ 5,903,534
Intersegment revenues (2) 1,346,837 23,610 159,289 — —
Depreciation and amortization 45,583 4,010 2,764 992 53,349
Capital expenditures 105,047 4,875 3,296 3,574 116,792
Operating income (loss) 38,397 2,496 5,874 (28,550) 18,217
Other income (expense), net _(63.21%)
Loss before income taxes $ (45,001)
Total assets, excluding
goodwill, at June 30,2008  $ 2,611,792 178,430 $ 246,875 $ 139,015 $ 3,176,112
Goodwill 248,343 27,610 23,599 — 299,552
Total assets at June 30, 2008 $ 2,860,135 206,040 $ 270,474 $§ 139,015 $ 3,475,664
(1) Includes the assets and results of operations of a fleet of
trucks that were transferred from the refining group.
) Intersegment revenues of $1,529.7 million have been
eliminated in consolidation.
For the Three Months Ended June 30, 2007
Refining Group Retail Group Wholesale Group Other Consolidated
(In thousands)
Net sales to external customers $ 1,469,962 $ 65,352 $ 123,840 $ — $ 1,659,154
Intersegment revenues (1) 142,090 3,174 21,911 — —
Depreciation and amortization 11,743 486 221 50 12,500
Capital expenditures 45,988 573 253 514 47,328
Operating income (loss) 249,053 2,310 1,813 (11,614) 241,562
Other income (expense), net (13,021)
Income before income taxes $ 228,541

(1)

Intersegment revenues of $167.2 million have been

eliminated in consolidation.
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For the Six Months Ended June 30, 2007
Refining Group Retail Group Wholesale Group Other Consolidated
(In thousands)

Net sales to external customers $ 2,463,981 $ 65,352 $ 123,840 $ — $ 2,653,173
Intersegment revenues (1) 142,090 3,174 21,911 — —
Depreciation and amortization 16,152 486 221 50 16,909
Capital expenditures 68,771 573 253 514 70,111
Operating income (loss) 345,519 2,310 1,813 (19,189) 330,453
Other income (expense), net (11,267)
Income before income taxes $ 319,186

Total assets, excluding
goodwill, at June 30, 2007 $ 2,314,288 $ 149,910 $ 189,844 $ 472,412 $ 3,126,454

Goodwill (2) 206,894 23,002 19,660 — 249,556
Total assets at June 30, 2007 $ 2,521,182 $ 172,912 $ 209,504 $ 472,412 $§  3.376,010
€)) Intersegment revenues of $167.2 million have been

eliminated in consolidation.

2) Represents preliminary amounts for goodwill and
allocation as of June 30, 2007.

5. Fair Value Measurement

As discussed in Note 2 above, the Company adopted SFAS No. 157 on January 1, 2008, which among other things, requires
enhanced disclosures about assets and liabilities measured at fair value. The adoption of SFAS No. 157 was limited to financial assets
and liabilities, which primarily relates to the Company’s derivative contracts and interest rate swap.

The Company utilizes the market approach to measure fair value for its financial assets and liabilities. The market approach uses
prices and other relevant information generated by market transactions involving identical or comparable assets or liabilities.

SFAS No. 157 includes a fair value hierarchy that is intended to increase consistency and comparability in fair value measurements
and related disclosures. The fair value hierarchy is based on inputs to valuation techniques that are used to measure fair value that are
either observable or unobservable. Observable inputs reflect assumptions market participants would use in pricing an asset or liability
based on market data obtained from independent sources while unobservable inputs reflect a reporting entity’s pricing based upon
their own market assumptions. 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, which 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.
11
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The following table represents the Company’s financial assets and liabilities measured at fair value on a recurring basis as of
June 30, 2008, and the basis for that measurement:

Quoted Prices in

Active Markets for
Fair Value Identical Assets or Significant Other Significant
Measurement at June Liabilities Observable Inputs Unobservable Inputs
30,2008 (Level 1) (Level 2) (Level 3)
(In thousands)
Financial assets:
Interest rate swap $ 733 $ — $ 733 $ —
Financial liabilities:
Derivative liabilities 4,800 — 4,800 —
6. Inventories
Inventories were as follows:
June 30, December 31,
2008 2007
(In thousands)
Refined products (1) $ 210,711 $ 308,603
Crude oil and other raw materials 283,458 262,809
Lubricants 16,824 15,750
Convenience store merchandise 11,147 11,510
Inventories $ 522,140 $ 598,672
(1 Includes $13.5 million and $24.0 million of inventory

valued using the FIFO valuation method at June 30,
2008 and December 31, 2007, respectively.

The Company determines market value inventory adjustments by evaluating crude oil and refined products inventory on an
aggregate basis by geographic region using primarily the LIFO valuation method. The Company estimates the interim LIFO reserve
based on the expected year-end inventory volumes due to fluctuations in inventory. The excess of the current cost of inventories over
LIFO cost was $537.8 million at June 30, 2008, and $256.1 million at December 31, 2007. The change in the LIFO reserve from
December 31, 2007, decreased earnings per diluted share, net of tax, by $1.50 and $2.98 for the three and six months ended June 30,
2008, respectively.

During the first and second quarter of 2008, the Company recorded LIFO liquidations caused by permanent decreased levels in
inventories that are consistent with the Company’s expectations of year-end inventory levels. The effect of these liquidations increased
gross profit by $46.9 million, net income by $23.8 million and earnings per diluted share by $0.35 for the three months ended June 30,
2008. The effect of these liquidations increased gross profit by $50.0 million, net income by $35.8 million and earnings per diluted
share by $0.53 for the six months ended June 30, 2008. There were no LIFO liquidations during the first half of 2007. LIFO cost per
barrel of the Company’s refined products and crude oil and other raw materials inventories as of June 30, 2008 and December 31,
2007 is shown below:

12

Source: Western Refining, In, 10-Q, August 08, 2008



Table of Contents

WESTERN REFINING, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2008
(UNAUDITED)

June 30, 2008

December 31, 2007

(In thousands, except cost per barrel)

LIFO
Cost Per
Barrels LIFO Cost Barrel Barrels LIFO Cost LIFO Cost Per Barrel
Refined products 2,719 $ 197,164 $ 7251 3,907 $ 284,621 $ 72.85
Crude oil and other raw
materials 5,064 283,458 55.98 4,848 262.809 54.21
7,783 $ 480,622 61.75 8,755 $ 547430 62.53

Based on seasonally lower product demand in the Four Corners area in the winter months and to manage its working capital, the
Company has undertaken activities to temporarily remove much of the crude oil from the pipeline running from Southeast New
Mexico to Northwest New Mexico, which the Company expects would have an impact on its LIFO inventory calculation for the third
and fourth quarters of 2008. It is currently anticipated that the pipeline will be returned to service next spring to meet seasonally

higher product demand in the summer months.

7. Other Current Assets

Other current assets were as follows:

As of As of
June 30, December 31,
2008 2007
(In thousands)
Income tax receivable $ — $ 64,187
Materials and chemicals inventories 27,162 22,636
Swap contracts (crude and finished products) 16,137 10,429
Spare parts inventories 908 859
Other 914 330
Other current assets $ 45,121 $ 98,441
8. Property, Plant, and Equipment
Property, plant and equipment were as follows:
As of As of
June 30, December 31,
2008 2007

(In thousands)

Refinery facilities and related equipment $ 1,457,814 $ 1,245,323
Pipelines, terminals and related equipment 90,663 98,945
Retail and wholesale facilities and related equipment 169,046 151,202
Other 8,870 8,525
Construction in progress 194,849 306,228
1,921,242 1,810,223

Accumulated depreciation (129,070) (83,996)
Property, plant and equipment, net $ 1,792,172 $ 1,726,227

The changes reflected from December 31, 2007 to June 30, 2008 in Pipelines, Terminals and related equipment and Retail and
wholesale facilities and related equipment is primarily the result of the transfer of property and equipment from the refining segment

to the wholesale segment as discussed in Note 4.
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The Company capitalized $1.5 million and $4.5 million of interest expense for the three and six months ended June 30, 2008,
respectively. The Company capitalized $0.5 million of interest expense for the three and six months ended June 30, 2007.

9. Asset Retirement Obligations (AROs)

The Company accounts for AROs in accordance with SFAS No. 143, Accounting for Asset Retirement Obligations (“SFAS
No. 143”), and FASB Interpretation No. 47, Accounting for Conditional Asset Retirement Obligations—an interpretation of FASB
Statement No. 143 (“FIN 47”). The estimated fair value of the ARO is based on the estimated current cost escalated by an inflation
rate and discounted using 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 Company settles the liability. The legally restricted assets that
are set aside for purposes of settling ARO liabilities were $0.4 million as of June 30, 2008 and December 31, 2007, and are included in
“Other assets, net of amortization” in the Company’s Condensed Consolidated Balance Sheet. These assets are set aside to fund costs
associated with the closure of certain solid waste management facilities.

During the first quarter of 2008, the Company completed the construction of an overhead bridge that provides piping and conduit
interconnection between the south side and the north side of the El Paso refinery. The Company is legally obligated to dismantle the
bridge at the end of its useful life, therefore, an ARO was recorded during the first quarter of 2008. The following table reconciles the
beginning and ending aggregate carrying amount of the Company’s AROs for the six months ended June 30, 2008:

June 30,
2008
(In thousands)
Liability at beginning of year $ 4,021
Liabilities incurred 662
Liabilities settled —
Accretion expense 151
Liability at end of period $ 4,834

10. Goodwill and Other Intangible Assets

The Company had goodwill of $299.6 million at June 30, 2008, and December 31, 2007. This goodwill is not deductible for
income tax reporting purposes. The Company performs annual impairment testing of its goodwill based on the estimated fair value of
its reporting units, which is estimated based on consideration given to discounted expected future cash flows using a weighted-average
cost of capital rate. Additionally, an assumed terminal value is used to project future cash flows beyond base years. Lastly, various
market based methods including market capitalization, EBITDA multiples, and refining complexity barrels are considered. The
estimates and assumptions regarding expected cash flows, terminal values and the discount rate require considerable judgment and are
based on historical experience, financial forecasts and industry trends and conditions. The Company’s policy is to test goodwill for
impairment annually each year or more frequently if indications of impairment exist.

The Company also performs annual impairment testing of its intangible assets not subject to amortization. The Company’s policy is
to test intangible assets not subject to amortization for impairment annually each year or more frequently if indications of impairment
exist. The fair value of these intangibles is estimated based on expected future cash flows. The risk of goodwill and other intangible
asset impairment losses may increase to the extent the Company’s market capitalization, results of operations or cash flows decline.
Impairment losses may result in a material, non-cash write-down of goodwill or other intangible assets. Furthermore, impairment
losses could have a material adverse effect on the Company’s results of operations and shareholders’ equity.
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A summary of intangible assets that are included in “Other Assets” in the Condensed Consolidated Balance Sheet is presented in
the table below:

June 30, 2008 December 31, 2007
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:
Licenses and
permits $ 41,964 $  (3,089) $ 38875 $ 40,109 $  (2,269) $ 37,840 12.2
Paid-up technology 9,600 (1,432) 8,168 9,600 (437) 9,163 13.0
Customer
relationships 6,300 (238) 6,062 3,300 (124) 3,176 15.0
Right-of-ways 4,101 (557) 3,544 803 (29) 774 19.9
Other 915 (86) 829 915 (46) 869 12.0
62,880 (5,402) 57.478 54,727 (2,905) 51,822
Unamortizable assets:
Trademarks 5,300 — 5,300 5,300 — 5,300
Liquor licenses 15,299 — 15,299 14.872 — 14.872

$ 83479 § (5402) § 78077 § 74,899 $ (2905) § 71,994

Intangible asset amortization expense for the three and six months ended June 30, 2008 was $1.4 million and $2.5 million,
respectively, based upon estimated useful lives ranging from 12 to 20 years. Intangible asset amortization for the three and six months
ended June 30, 2007 was $0.3 million. Estimated amortization expense for the rest of this fiscal year and the next five fiscal years is as
follows (in thousands):

2008 remainder $ 2,453
2009 4,905
2010 4,905
2011 4,905
2012 4,905
2013 4,905

11. Other Assets, Net of Amortization

Other assets, net of amortization, consisted of the following:

As of As of
June 30, December 31,

2008 2007

(In thousands)

Intangible assets, other than goodwill $ 78,077 $ 71,994
Unamortized loan fees 18,859 16,889
Other 10.896 7,902
Other assets, net of amortization $ 107,832 $ 96,785

On June 30, 2008, the Company entered into an amendment to its revolving credit agreement, an amendment to its term loan credit
agreement and a letter of credit agreement. See Note 13, “Long-Term Debt.” During the second quarter of 2008, the Company
incurred $12.7 million in deferred financing fees related to these amendments and the new letter of credit agreement. Also, as a result
of the amendment to the term loan agreement, the Company wrote-off $10.9 million of unamortized loan fees related to the deferred
financing costs incurred in May 2007.
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12. Accrued Liabilities

Accrued liabilities consisted of the following:

As of As of
June 30, December 31,
2008 2007
(In thousands)

Excise taxes $ 30,992 $ 38,122
Payroll and related costs 27,776 30,860
Accrued interest 13,238 —
Property taxes 9,422 14,157
Environmental reserve 7,964 12,582
Other 15,035 12,034

Total $ 104,427 $ 107,755
13. Long-Term Debt

The Company’s long-term debt consisted of the following:

As of As of
June 30, December 31,
2008 2007
(In thousands)

Term Loan Agreement $ 1,287,000 $ 1,293,500
2007 Revolving Credit Agreement 230,000 290,000

Total long-term debt 1,517,000 1,583,500

Current portion of long-term debt (13.000) (13,000)

Long-term debt, net of current portion $ 1,504,000 $ 1,570,500

Term Loan Credit Agreement. On May 31, 2007, in connection with the acquisition of Giant, the Company entered into a Term
Loan Credit Agreement with a group of banks, which was later amended on June 30, 2008 (as so amended, the “Term Loan
Agreement”). The Term Loan Agreement has a maturity date of May 30, 2014 and provides for loans of up to $1,400.0 million, of
which $1,125.0 million was borrowed on May 31, 2007, to fund the acquisition, and $275.0 million was borrowed on July 5, 2007, to
pay off Giant’s 11% Senior Subordinated Notes and 8% Senior Subordinated Notes (together the “Senior Subordinated Notes”). The
Term Loan Agreement is secured by the Company’s fixed assets, including its refineries.

The Term Loan Agreement provides for principal payments of 0.25% of the original principal amount of the loan on a quarterly
basis ($13.0 million annually for the next six years with the remaining balance due on the maturity date). The Company made
principal payments on the Term Loan of $106.5 million in 2007 and $6.5 million in the first half of 2008. In addition, the Term Loan
Agreement also contains certain mandatory prepayment provisions for excess cash flow and upon the issuances of certain debt.

Following the amendments of the Term Loan Agreement, interest rates for borrowings under the Term Loan Agreement
(depending on the type of borrowing) are equal to LIBOR plus 4.50%, subject to an interest rate floor of 3.25% per annum, in the case
of Eurodollar rate borrowings, and the base rate plus 3.50% per annum, in the case of base rate borrowings. Further, with effect from
October 1, 2008, interest rates for the Term Loan Agreement will be adjusted in inverse relation to amounts prepaid under the Term
Loan Agreement ranging from LIBOR plus 6.0% per annum (for Eurodollar rate borrowings) and base rate plus 5.0% per annum (for
base rate borrowings), if
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prepayments are less than $250 million, to LIBOR plus 4.00% per annum (for Eurodollar borrowings) and base rate plus 3.50% (for
base rate borrowings), if prepayments equal or exceed $750 million.

The average interest rate under the Term Loan Agreement for the six months ended June 30, 2008, was 5.15% (which rate reflects
the interest rates in effect prior to the amendment of the Term Loan Agreement on June 30, 2008).

In connection with the amendment to the Term Loan Agreement, the Company paid an amendment fee equal to the sum of:
(a) 0.50% of the term loans held by lenders executing the amendment on June 30, 2008, and will pay an additional amendment fee
equal to (b) 0.50% of the term loan balance on September 30, 2008.

In connection with the amendment to the Term Loan Agreement, the Company recorded an expense of $10.9 million related to the
write-off of deferred financing costs incurred in May 31, 2007.

2007 Revolving Credit Agreement. On May 31, 2007, the Company also entered into a Revolving Credit Agreement with a group
of banks, which was later amended on June 30, 2008 (as so amended, the “2007 Revolving Credit Agreement”). The 2007 Revolving
Credit Agreement matures on May 31, 2012. The 2007 Revolving Credit Agreement, secured by certain cash, accounts receivable and
inventory, can be used to refinance existing indebtedness of the Company and its subsidiaries, to finance working capital and capital
expenditures, and for other general corporate purposes. The 2007 Revolving Credit Agreement is a collateral-based facility with total
borrowing capacity, subject to borrowing base amounts based upon eligible receivables and inventory, and provides for letters of
credit and swing line loans. Availability under the 2007 Revolving Credit Agreement is subject to the accuracy of representations and
warranties and absence of a default. On February 19, 2008, the Company exercised its option to increase the borrowing capacity under
the 2007 Revolving Credit Agreement from $500 million to $800 million. As of June 30, 2008, the Company had net availability
under the Revolving Credit Agreement of $40.3 million due to $529.7 million in letters of credit outstanding and $230.0 million in
direct borrowings. This availability, combined with the availability under the 2008 L/C Credit Agreement, gave the Company total
availability of $115.3 million at June 30, 2008. On August 5, 2008, the Company had combined availability under the Revolving
Credit Agreement and the 2008 L/C Credit Agreement of $184.0 million due to $586.0 million in letters of credit outstanding and
$110.0 million in direct borrowings.

Following the amendments of the 2007 Revolving Credit Agreement, per annum interest rates for Eurodollar rate borrowings under
the 2007 Revolving Credit Agreement range from LIBOR plus 2.25% to LIBOR plus 3.25%, subject to adjustment based upon the
Company’s consolidated leverage ratio. Letter of credit fees per annum under the 2007 Revolving Credit Agreement range from
2.25% to 3.25%, subject in each case to adjustment based upon the Company’s consolidated leverage ratio. The quarterly commitment
fees for the 2007 Revolving Credit Agreement are equal to a flat fee of 0.50% per annum.

In connection with the amendment to the 2007 Revolving Credit Agreement, the Company paid an amendment fee of 0.50% of the
commitments of each lender that executed the Amendment.

2008 L/C Credit Agreement. The 2008 L/C Credit Agreement provides for a letter of credit facility at June 30, 2008 not to exceed
$75 million, subject to a borrowing base availability based upon eligible receivables and inventory, and matures on June 30, 2009.
This limit was subsequently increased to $80 million on July 3, 2008. In addition, the Company may request an increase in availability
under the 2008 L/C Credit Agreement up to an aggregate limit of $200 million. The 2008 L/C Credit Agreement is secured by certain
cash, accounts receivable and inventory, and is permitted to be used for general corporate purposes. The 2008 L/C Credit Agreement
provides for a quarterly commitment fee of 0.50% per annum and letter of credit fees ranging from 2.25% to 3.50% per annum
payable quarterly, subject to adjustment based upon the Company’s consolidated leverage ratio. Drawn amounts under letters of credit
under the 2008 L/C Credit Agreement accrue interest at the base rate plus 3.50% per annum. Letters of Credit can only be issued
under the 2008 L/C Credit Agreement if the net availability under the 2007 Revolving Credit Agreement is less than or equal to
$120 million, subject to limited exceptions. In addition,
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availability under the 2008 L/C Credit Agreement is subject to the accuracy of representations and warranties and absence of a default.
At June 30, 2008, there were no letters of credit outstanding under the 2008 L/C Credit Agreement.

Guarantees. The Term Loan Agreement, the 2007 Revolving Credit Agreement and the 2008 L/C Credit Agreement (together, the
“Agreements”) are guaranteed, on a joint and several basis, by subsidiaries of Western Refining, Inc. The guarantees related to the
Agreements remain in effect until such time that the terms of the Agreements are satisfied and subsequently terminated. Amounts
potentially due under these guarantees are equal to the amounts due and payable under the respective Agreements at any given time.
No amounts have been recorded for these guarantees. The guarantees are not subject to recourse to third parties.

Certain Covenants in Agreements. The Agreements contain certain covenants, including limitations on debt, investments and
dividends, and financial covenants relating to minimum interest coverage, maximum leverage and minimum EBITDA. The
Agreements contain no minimum interest coverage ratio (as defined therein) for the quarter ended June 30, 2008; however, the
minimum interest coverage ratio must be no less than 1.50 to 1.00 as of September 30, 2008 and March 31, 2009, at which time it is
increased to 1.75 to 1.00. The Agreements also contain no maximum leverage ratio (as defined therein) until March 31, 2009, at which
point the maximum leverage ratio must be no greater than 5.00 to 1.00 (prior to the issuance of certain subordinated indebtedness) and
no greater than 5.50 to 1.00 (upon the issuance of certain subordinated indebtedness). Effective beginning the quarter ended June 30,
2009, the maximum leverage ratio must be no greater than 4.75 to 1.00 (prior to the issuance of certain subordinated indebtedness) and
no greater than 5.25 to 1.00 (upon the issuance of certain subordinated indebtedness). The Agreements also contain a minimum
EBITDA covenant, where consolidated EBITDA (as defined therein) must be no less than $100 million for the two consecutive fiscal
quarters ending September 30, 2008 and $175 million for the three consecutive fiscal quarters ending December 31, 2008. The
Agreements also contain a senior leverage coverage covenant, which becomes effective March 31, 2009 (only upon any issuance by
the Company of subordinated indebtedness) and which must be no greater than 4.50 to 1.00 as of such date, and no greater than 4.25
to 1.00 as of June 30, 2009. The Company has also agreed to not pay cash dividends on its common stock through 2009.

Interest rate swap. On January 31, 2008, the Company entered into an amortizing LIBOR interest rate swap to manage the
variability of cash flows related to the interest payments for the variable-rate term loan. Changes in the cash flows of the interest rate
swap are expected to offset the changes in cash flows attributable to fluctuations in LIBOR on the principal of the variable-rate term
loan. The notional amount of the swap is $1.0 billion in year one, $750.0 million in year two, $500.0 million in year three, and
$250.0 million in year four. The LIBOR interest rate is fixed at 3.645% for the life of the swap, which matures on January 31, 2012.
The Company designated this receive-variable and pay-fixed swap as a cash flow hedge. The Company evaluates the effectiveness of
the cash flow hedge derivative on a quarterly basis. As of June 30, 2008, the hedge was highly effective. The interest rate swap had a
fair value of $0.7 million at June 30, 2008. This value was determined in accordance with SFAS No. 157 using level 2 observable
inputs and approximates the net gain that would have been realized if the hedge contract had been settled at June 30, 2008. At each
period end, changes in the fair value of the interest rate swap are reflected in other long-term assets or liabilities and the gain or loss
resulting from the change in fair value from period to period is deferred and included as a component of other comprehensive income.
Subsequent to June 30, 2008, the Company terminated the interest rate swap at minimal cost to the Company.

Letters of Credit

The 2007 Revolving Credit Agreement and the 2008 L/C Credit Agreement provide for the issuance of letters of credit. The
Company obtains letters of credit and cancels them on a monthly basis depending upon its needs. At June 30, 2008, there were
$529.7 million of irrevocable letters of credit outstanding, primarily issued to crude oil suppliers under the 2007 Revolving Credit
Agreement. At June 30, 2008, there were no letters of credit outstanding under the 2008 L/C Credit Facility. On August 5, 2008, the
Company had $586.0 million in letters of credit
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outstanding under the 2007 Revolving Credit Agreement and no letters of credit outstanding under the 2008 L/C Credit Agreement,
respectively.

14. Income Taxes

The effective tax rate for the three and six months ended June 30, 2008 was 49.2% and 28.4%, respectively, as compared to the
federal statutory rate of 35%. The effective tax rate for the six months ended June 30, 2008, was lower primarily due to the federal
income tax credit available to small business refiners related to the production of ultra low sulfur diesel fuel, the manufacturing
activities deduction and the Company’s estimated annual taxable income. The effective rate for the three months ended June 30, 2008,
was higher primarily to adjust the annualized rate based on estimated taxable income.

The Company classifies interest to be paid on an underpayment of income taxes and any related penalties as income tax expense.
The Company has recorded a liability of $5.8 million, including interest and penalties of $0.3 million, for unrecognized tax benefits,
of which $0.5 million would affect the Company’s effective tax rate if recognized. The tax years 2004-2007 remain open to
examination by the major tax jurisdictions to which the Company is subject.

The 2005 and 2006 federal income tax return of Giant is currently under examination by the Internal Revenue Service (“IRS”). The
Company continues to work with the IRS to expedite the conclusion of this examination. While the Company does not believe the
results of this examination will have a material adverse effect on the Company’s financial position or results of operations, the timing
and results of any final determination remain uncertain.

15. Retirement Plans

The Company accounts for its retirement plans in accordance with SFAS No. 158, Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans — an amendment to FASB Statements No. 87, 88, 106 and 132(R) (“SFAS No. 158”), which
requires companies to fully recognize the obligations associated with single-employer defined benefit pension, retiree healthcare, and
other postretirement plans in their financial statements.

Pension Plans

The Company sponsors a pension plan for certain El Paso refinery employees. As a result of the Giant acquisition, the Company
became the plan sponsor of a pension plan covering certain employees of the Yorktown refinery. The components of the net periodic
benefit cost associated with the Company’s pension plans were as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)
Net periodic benefit cost includes:

Service cost $ 984 $ 712 $ 1,968 $ 1,276
Interest cost 809 531 1,619 968
Expected return on assets (498) (211) (996) (361)
Amortization of net loss 204 202 407 404

Net periodic benefit cost $ 1499 § 1234 $ 2998 $ 2287
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Postretirement Benefits

The Company sponsors a postretirement medical benefit plan for certain El Paso refinery employees. In connection with the Giant
acquisition, the Company became the sponsor of a postretirement benefit plan covering certain employees of the Yorktown refinery.
The components of net periodic benefit cost associated with the Company’s postretirement medical benefit plans were as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands)

Net periodic benefit cost includes:

Service cost $ 88 $ 38 $§ 176 $ 51
Interest cost 119 55 238 81
Amortization of net gain — — — —

Net periodic benefit cost $ 207 $ 93 $§ 414 $§ 132

The Company contributed $7.1 million for the pension plan covering certain El Paso refinery employees in the six months ended
June 30, 2008 and expects to make quarterly contributions of $0.8 million for the second half of 2008 for this plan. In addition, the
Company expects to contribute $3.1 million to its pension plan for the Yorktown refinery in the third quarter of 2008. The Company is
not required to fund the postretirement medical plan for either the El Paso refinery or the Yorktown refinery on an annual basis.

16. Crude Oil and Refined Product Risk Management

The Company enters into crude oil and refined product forward contracts to facilitate the supply of crude oil to the refineries and
the sale of refined products. During the six months ended June 30, 2008, the Company entered into net forward, fixed-price contracts
to purchase and sell crude oil and refined products, which qualify as normal purchases and normal sales that are exempt from SFAS
No. 133.

The Company also uses crude oil and refined products futures, swap contracts or options to mitigate the change in value for a
portion of its volumes subject to market prices. Under a refined products swap contract, the Company agrees to buy or sell an amount
equal to a fixed price times a set number of barrels, and to buy or sell in return an amount equal to a specified variable price times the
same amount of barrels. The physical volumes are not exchanged, and no other cash payments are made. The Company elected not to
pursue hedge accounting treatment for these instruments for financial accounting purposes. The contract fair value is reflected on the
balance sheet and the related net gain or loss is recorded as a gain (loss) from derivative activities in the statement of operations.
Various third-party sources are used to determine fair values for the purpose of marking to market the derivative instruments at each
period end. At June 30, 2008, the Company had open commodity derivative instruments consisting of price swaps on 1.4 million
barrels of refined products, primarily to fix margins on refined product sales for future quarters in 2008. These open instruments had
total unrealized net losses at June 30, 2008, of approximately $4.8 million, which was included in current liabilities. At December 31,
2007, the fair value of the outstanding contracts was a net unrealized loss of $5.2 million, of which $0.5 million was in current assets
and $5.7 million was in current liabilities. The Company recognized $11.4 million and $8.5 million losses for the three months ended
June 30, 2008 and 2007, respectively; and a $13.8 million and $10.5 million loss for the six months ended June 30, 2008 and 2007,
respectively.

17. Stock-Based Compensation

In January 2006, 1,772,041 shares of restricted stock having an aggregate fair value of $30.1 million at the measurement date were
granted to employees of Western Refining LP that participated in a deferred compensation plan prior to the initial public offering. The
vesting of such restricted shares occurred over a two-year period, and
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ended in the first quarter of 2008. Additional shares of restricted stock have been granted to other employees and outside directors of
the Company. These shares generally vest over a three-year period. Although ownership of the 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.
The fair value of each share of restricted stock awarded was measured based on the market price as of the measurement date and will
be amortized on a straight-line basis over the respective vesting periods.

The Company adopted the provisions of Emerging Issues Task Force (“EITF”) Issue No. 06-11, Accounting for Income Tax
Benefits of Dividends on Share-Based Payment Awards (“EITF Issue No. 06-117) on January 1, 2008. EITF Issue No. 06-11 requires
that a realized income tax benefit from dividends or dividend equivalents that are (a) paid to employees holding equity-classified
nonvested shares, equity-classified nonvested share units, or equity-classified outstanding share options and (b) charged to retained
earnings under SFAS No. 123R, Share-Based Payment (“SFAS No. 123R”), should be recognized as an increase to additional paid-in
capital. The amount recognized in additional paid-in capital for the realized income tax benefit from dividends on those awards should
be included in the pool of excess tax benefits available to absorb tax deficiencies on share-based payment awards. The adoption of
EITF Issue No. 06-11 did not have an impact on the Company’s financial position or results of operations during the first half of 2008.

Using a forfeiture rate of 0%, the Company recorded compensation expense of $1.3 million for the three months ended June 30,
2008, of which $0.3 million was included in direct operating expenses and $1.0 million in selling, general and administrative
expenses. The tax benefit related to these expenses was $0.5 million for the three months ended June 30, 2008, using a blended rate of
37.17%. The aggregate fair value at the grant date of the shares vested during the three months ended June 30, 2008, was $0.5 million.
The related aggregate intrinsic value of these shares was $0.2 million at the vesting date. For the three months ended June 30, 2007,
stock-based compensation expense was $4.1 million of which $0.3 million was included in direct operating expenses and $3.8 million
in selling, general and administrative expenses with a related tax benefit of $1.5 million. No expense was capitalized in either period.

Using a forfeiture rate of 0%, the Company recorded compensation expense of $5.1 million for the six months ended June 30,
2008, of which $0.6 million was included in direct operating expenses and $4.5 million in selling, general and administrative
expenses. The tax benefit related to these expenses was $1.9 million for the six months ended June 30, 2008, using a blended rate of
37.17%. The aggregate fair value at the grant date of the shares vested during the six months ended June 30, 2008, was $5.6 million.
The related aggregate intrinsic value of these shares was $4.4 million at the vesting date. For the six months ended June 30, 2007,
stock-based compensation expense was $7.9 million of which $0.5 million was included in direct operating expenses and $7.4 million
in selling, general and administrative expenses with a related tax benefit of $2.8 million. No expense was capitalized in either period.

As of June 30, 2008, there were 622,825 shares of restricted stock outstanding with an aggregate fair value at grant date of
$12.0 million and an aggregate intrinsic value of $7.4 million as of June 30, 2008. The compensation cost of nonvested awards not
recognized as of June 30, 2008, was $10.1 million, which will be recognized over a weighted average period of approximately
2.29 years. The following table summarizes the Company’s restricted stock activity for the six months ended June 30, 2008:
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Weighted-Average
Grant-Date
Number of Shares Fair Value
Nonvested at December 31, 2007 506,562 $ 23.36
Awards granted 352,373 13.93
Awards vested (277,644) 18.41
Awards forfeited (1,266) 32.36
Nonvested at March 31, 2008 580,025 20.55
Awards granted 58,453 11.33
Awards vested (15,653) 34.32
Awards forfeited - —
Nonvested at June 30, 2008 622,825 19.34

The Company’s Board of Directors authorized the issuance of up to 5,000,000 shares of common stock under the Western Refining
Long-Term Incentive Plan. As of June 30, 2008, there were 2,421,746 shares of common stock reserved for future grants under this
plan.

18. Stockholders’ Equity

During the three and six months ended June 30, 2008, the Company repurchased 1,764 and 75,049 shares, respectively, of its
common stock at an aggregate cost of $26,000 and $1.1 million, respectively. These repurchases, which were recorded as treasury
stock, were made to cover payroll withholding taxes for certain employees pursuant to the vesting of restricted shares awarded under
the Western Refining Long-Term Incentive Plan.

On April 9, 2008, the Company announced its quarterly cash dividend of $0.06 per share on its common stock. The dividend was
paid on May 7, 2008, to holders of record at the close of business on April 23, 2008.

On June 30, 2008, as part of the amendment to its credit facilities, the Company agreed not to declare and pay cash dividends to its
common stockholders until after December 31, 2009.

19. Earnings Per Share

The Company uses the treasury stock method to determine the amount of fully diluted shares outstanding. The computation of
basic and diluted earnings per share for the three and six months ended June 30, 2008 and 2007, is presented below:

Three Months Ended June 30,

2008 2007
Income Shares Per Share Income Shares Per Share
(In thousands) (In thousands)

Basic earnings per share:

Net income $ 8,190 67,746,204 $ 0.12 $ 154,951 67,096,982 $ 2.31
Effect of dilutive

securities:

Unvested restricted

stock — 22.285 — 501,291

Diluted earnings per

share:

Net income $ 8,190 67,768,489 $ 0.12 $ 154,951 67,598,273 $ 2.29
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Six Months Ended June 30,
2008 2007
Income Shares Per Share Income Shares Per Share
(In thousands) (In thousands)
Basic earnings (loss) per
share:
Net income (loss) $ (32,211) 67,663,206 $ (0.48) $ 217,517 67,018,345 $ 3.25
Effect of dilutive
securities:
Unvested restricted
stock — — — 487.603
Diluted earnings
(loss) per share:
Net income (loss) $ (32,211) 67,663,206 $ (0.48) $ 217,517 67,505,948 $ 3.22

20. Related Party Transactions

On October 3, 2006, the Company entered into a new non-exclusive aircraft lease with an entity controlled by the Company’s
majority stockholder. The lease may be terminated by either party at any time. The hourly rental payment is $1,775 per flight hour and
the Company is responsible for all operating and maintenance costs of the aircraft. Personal use of the aircraft by certain officers of
the Company will be reimbursed to the Company at the highest rate allowed by the Federal Aviation Administration for a non-charter
operator. In addition, the Company has a policy requiring that the officers deposit in advance of any personal use of the aircraft an
amount equal to three months of anticipated expenses for the use of the aircraft. The following table summarizes the total costs
incurred for the lease of the aircraft for the three and six months ended June 30, 2008 and 2007:

Three Months Ended June 30, Six Months Ended June 30,
2008 2007 2008 2007
(In thousands)
Lease payments $ 142 $ 176 $ 293 $ 369
Operating and maintenance expenses 276 301 665 661
Reimbursed by officers (170) (131) (323) (300)
Total costs $ 248 $ 346 $ 635 $ 730

The Company sells refined products to Transmountain Oil Company, L.C. (“Transmountain”), which is a distributor in the El Paso
area. An entity controlled by the Company’s majority stockholder acquired a 61.1% interest in Transmountain on June 30, 2004 and
acquired the remaining interest in February 2008. Sales to Transmountain totaled $30.9 million and $59.5 million for the three and six
months ended June 30, 2008, respectively. Total accounts receivable due from Transmountain were $1.8 million as of June 30, 2008.
Total sales to Transmountain were $15.2 million and $28.8 million for the three and six months ended June 30, 2007, respectively.
Total accounts receivable due from Transmountain were $2.1 million as of December 31, 2007.

On March 1, 2008, a wholly-owned subsidiary of the Company, Western Refining LP, entered into two separate Wholesale
Agreements with Transmountain. The first such agreement provides for the sale of Shell Oil Products US-branded gasoline and
Western ultra low sulfur diesel (“ULSD”’) by Western Refining LP to Transmountain for sale by Transmountain in Transmountain’s
Shell-branded stores. This agreement expires February 28, 2018, unless terminated or extended in accordance with its terms. The
terms under this agreement are based on market-based prices and contain minimum volumes that must be purchased by
Transmountain. The other agreement provides for the sale of Western gasoline and Western ULSD by Western Refining LP to
Transmountain for sale by Transmountain in Transmountain’s Western-branded stores. This agreement also provides for the use of the
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“Western” name and image by Transmountain in Transmountain’s Western-branded stores. This agreement expires February 28,
2018, unless terminated or extended in accordance with its terms. The terms under this agreement are based on market-based prices
and contain minimum volumes that must be purchased by Transmountain.

The Company has entered into a lease agreement with Transmountain, pursuant to which Transmountain leases certain office space
from the Company. The lease commenced on December 1, 2005, for a period of ten years and contains two five-year renewal options.
The monthly base rental starts at $6,800, subject to adjustment at the end of the first five-year period based upon the change in the
Consumer Price Index. Rental payments received from Transmountain were $20,400 and $13,600 for the three months ended June 30,
2008 and 2007, respectively. Rental payments received from Transmountain were $40,800 for the six months ended June 30, 2008 and
2007.

On April 9, 2008, a special committee of the Company’s Board of Directors approved an agreement under which its subsidiary,
Western Refining Wholesale, Inc., purchased the wholesale assets of Transmountain and Transmountain Development Company, LP
for $3.0 million in cash. These assets include customer lists, contracts and access to certain fueling stations. The special committee
obtained an independent fairness opinion in connection with this acquisition. This acquisition closed in the second quarter of 2008 and
was accounted for as an asset purchase.

21. Contingencies
Environmental matters

Like other petroleum refiners, the Company’s operations are subject to extensive and periodically changing federal and state
environmental regulations governing air emissions, waste water discharges, and solid and hazardous waste management activities. The
Company’s 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, the Company receives communications from various federal, state and local governmental authorities asserting
violation(s) of environmental laws and/or regulations. These governmental entities may also propose or assess fines or require
corrective action for these asserted violations. The Company intends to respond in a timely manner to all such communications and to
take appropriate corrective action. The Company does not anticipate that any such matters currently asserted will have a material
adverse impact on its financial condition, results of operations or cash flows.

As aresult of the Giant acquisition, the Company assumed environmental liabilities from the Yorktown and Four Corners refineries
and other projects. As of June 30, 2008, the Company had environmental liability accruals of approximately $32.1 million. As of
December 31, 2007, the Company had environmental liability accruals of approximately $37.4 million. Environmental accruals are
recorded in the current and long-term sections of the Company’s Condensed Consolidated Balance Sheet, according to their nature.
On May 31, 2007, the Company recorded approximately $41.2 million to reflect the estimated fair value of environmental liabilities
assumed in the Giant acquisition using an inflation factor of 2.7% and a discount rate of 7.1%. As of June 30, 2008, the unescalated,
undiscounted environmental reserve totaled approximately $42.9 million, leaving approximately $10.8 million to be accreted over
time. The table below summarizes the Company’s environmental liability accruals:
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June 30,
December 31, 2007 Increase (Decrease) Payments 2008
(In thousands)
Yorktown Refinery $ 31,640 $ 704 $  (5,796) $ 26,548
Four Corners and Other 5.801 5 (205) 5,601
Totals $ 37,441 $ 709 $  (6,001) $ 32,149

El Paso Refinery

In May 2000, the Company entered into an Agreed Order with the Texas Natural Resources Conservation Commission for
remediation of the south side of the El Paso refinery property. On August 7, 2000, the Company purchased a Pollution and Legal
Liability and Clean-Up Cost Cap Insurance policy at a cost of $10.3 million, which the Company expensed in fiscal 2000. The policy
is non-cancelable and 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 assumes responsibility for all environmental clean-up costs
related to the Agreed Order up to $20 million. Under the policy, environmental costs outside the scope of the Agreed Order are
covered up to $20 million and require payment by the Company of a deductible as well as any costs that exceed the covered limits of
the insurance policy. The Company is not aware of any other environmental costs that may be covered, and therefore, cannot
reasonably estimate a liability, if any, for any other deductibles. In addition, under a settlement agreement with the Company, a
subsidiary of Chevron is obligated to pay 60% of any Agreed Order environmental clean-up costs that would otherwise have been
covered under the policy but that exceed the $20 million threshold. Pursuant to the purchase agreement relating to the purchase of the
north side of the El Paso refinery, Chevron retained responsibility for, and control of, certain remediation activities. The Company is
not presently aware of any additional environmental costs that it would be responsible for relating to the assets acquired, and therefore,
it cannot reasonably estimate a liability, if any.

The U.S. Environmental Protection Agency (“EPA”) has embarked on a Petroleum Refinery Enforcement Initiative (“EPA
Initiative”) whereby it is investigating industry-wide noncompliance with certain Clean Air Act rules. The EPA Initiative has resulted
in many refiners entering into consent decrees typically requiring substantial capital expenditures for additional air pollution control
equipment and penalties. Since December 2003, the Company has been voluntarily discussing a settlement pursuant to the EPA
Initiative related to the El Paso refinery. Negotiations with the EPA regarding this Initiative have focused exclusively on air emission
programs. The Company does not expect these negotiations to result in any soil or groundwater remediation or clean-up requirements.
The Company expects to be assessed penalties up to $1.2 million, but it cannot reasonably estimate the amount of penalties associated
with the EPA Initiative. No accrual has been provided for these penalties at June 30, 2008. Based on current negotiations and
information, the Company estimates the total capital expenditures necessary to address the EPA Initiative issues would be
approximately $27 million of which $15.2 million has already been spent for the installation of a flare gas recovery system on the
south side of the El Paso refinery, which was completed in 2007.

In May 2008, the EPA and the Company agreed on the basic EPA Initiative requirements related to the Fluid Catalytic Cracking
Unit (“FCCU”) and heaters and boilers, which the Company expects will ultimately be incorporated into a final settlement agreement
between the Company and the EPA. Regarding the heaters and boilers, the Company estimates remaining expenditures of
approximately $12 million for nitrogen oxides (“NOX”) emission controls to be installed from 2008 through 2012 will be necessary
under this agreement. This amount has been included in the Company’s estimated capital expenditures for regulatory projects and
could change depending upon the actual final settlement reached. Regarding the FCCU, the Company anticipates additional operating
expense to purchase catalysts, which the Company anticipates will allow it to meet the EPA Initiative NOx requirements for the
FCCU.
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The EPA has notified the Company that it intends to issue a proposed draft settlement agreement to the Company in August 2008.
Based on current information, the Company does not expect any settlement pursuant to the EPA Initiative to have a material adverse
effect on its business, financial condition, or results of operations or that any penalties or increased operating costs related to the EPA
Initiative will be material.

The Texas Commission on Environmental Quality (“TCEQ”) has notified the Company that it will be presenting the Company
with a proposed Agreed Order regarding six excess air emission incidents which occurred at the El Paso refinery in 2007 and early
2008. While at this time it is not known precisely how the Agreed Order may affect the Company, the Company expects corrective
action to be requested with the Agreed Order and may be assessed penalties. The Company does not expect the penalty or the
corrective action requested to have a material adverse effect on its business, financial condition, or results of operations or that any
penalties assessed or increased costs associated with the corrective action will be material. Subsequent to the notification, the TCEQ
has agreed to meet with the Company prior to issuing a proposed Agreed Order.

Yorktown Refinery

Giant assumed certain liabilities and obligations in connection with the 2002 purchase of the Yorktown refinery from BP
Corporation North America Inc. and BP Products North America Inc. (collectively “BP”). BP, however, agreed to reimburse Giant for
all losses that are caused by or relate to property damage caused by, or any environmental remediation required due to, a violation of
environmental, health, and safety laws during BP’s operation of the refinery, subject to certain limitations. BP’s liability for
reimbursement is limited to $35 million.

Yorktown 1991 and 2006 Orders. In connection with the Yorktown acquisition, Giant assumed certain of BP’s obligations under an
administrative order issued in 1991 by the EPA under the Resource Conservation and Recovery Act (“RCRA”) for which Giant
maintains it has an indemnity right against BP. In August 2006, Giant agreed to the terms of the final administrative consent order
pursuant to which Giant will implement a clean-up plan for the refinery. Following the acquisition of Giant, the Company is
completing the first phase of the plan and is in the process of negotiating with the EPA revisions to the remainder of the clean-up plan.

The Company currently estimates that expenditures associated with the EPA order are approximately $46.4 million (up to
$35.0 million of which the Company believes is subject to reimbursement by BP). During 2007, in response to the first claim
requesting reimbursement from BP, the Company received a letter from BP disputing indemnification for these costs. The Company is
pursuing indemnification from BP. The discounted value of this liability assumed from Giant on May 31, 2007, was $35.5 million.
The Company incurred $5.8 million in the six months ended June 30, 2008 and $4.7 million in the year 2007 related to the EPA order
and believes that approximately $21.0 million will be incurred between the remainder of 2008 and 2011. The remainder will be spent
over a 29-year period following construction. These estimates assume that the EPA will agree with the design and specifications of the
Company’s clean-up plan. These estimates also could change as a result of factors such as changes in costs of labor and materials.

As part of the consent order clean-up plan, a portion of the facility’s underground sewer system will be cleaned, inspected, and
repaired as needed. This sewer work is scheduled to begin during the construction of the corrective action management unit and
related remediation work and is included in the associated cost estimate. The Company anticipates that construction of the corrective
action management unit and related remediation work, which includes rerouting a section of the sewer system to allow construction,
as well as sewer system inspection and repair, will be completed by December 2010 in exchange for revising the remainder of the
clean-up plan to allow potential cost savings.

Yorktown 2002 Amended Consent Decree. In May 2002, a Giant subsidiary company acquired the Yorktown refinery and assumed
certain environmental obligations including responsibilities under a consent decree among various parties covering many locations
(the “Consent Decree”) entered in August 2001 under the EPA Initiative. Parties to the Consent Decree include the United States, BP
Exploration and Oil Co., Amoco Oil Company, and
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Atlantic Richfield Company. As applicable to the Yorktown refinery, the Consent Decree required, among other things, a reduction of
NOx, sulfur dioxide, and particulate matter emissions and upgrades to the refinery’s leak detection and repair program. The Company
does not expect implementation of the Consent Decree requirements will result in any soil or groundwater remediation or clean-up
requirements. Pursuant to the Consent Decree and prior to May 31, 2007, Giant had installed a new sour water stripper and sulfur
recovery unit with a tail gas treating unit and an electrostatic precipitator (“ESP”’) on the FCCU and had begun using sulfur dioxide
emissions reducing catalyst additives in the FCCU. As of June 30, 2008, the Company had expended $0.3 million controlling NOx
emissions from one heater. The Company estimates additional capital expenditures of approximately $1.4 million to complete
implementation of the capital expenditures required by the Consent Decree. This amount has been included in the Company’s
estimated capital expenditures for regulatory projects. The Company does not expect completing the requirements of the Consent
Decree to have a material adverse effect on its business, financial condition, or results of operations or that any penalties or increased
operating costs related to the EPA Initiative will be material.

Four Corners Refineries

Four Corners 2005 Consent Agreements. In July 2005, as part of the EPA Initiative, Giant reached an administrative settlement
with New Mexico Environmental Department (“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 NMED
agreement requires that both Four Corners refineries implement air pollution controls between 2006 and 2012 to reduce air emissions
including emissions of sulfur dioxides and NOx. The Company does not expect implementation of the NMED agreement requirements
will result in any soil or groundwater remediation or clean-up requirements.

Based on current information, the Company has estimated the total capital expenditures that may be required pursuant to the
NMED agreement would be up to approximately $60 million and will occur from 2008 to 2012. These capital expenditures would
primarily be for installation of emission controls on the FCCUs and heaters and boilers, and for reducing sulfur in fuel gas to reduce
emissions of sulfur dioxide and NOx from the refineries. As of June 30, 2008, the Company had spent $0.1 million. Prior to May 31,
2007, Giant had completed a sulfur recovery system at the Gallup refinery. Modifications to the sulfur recovery systems at the Gallup
refinery were installed in early 2008 to improve performance of the units at a cost of approximately $0.6 million. Total capital
expenditures could increase if these 2008 modifications to the sulfur recovery system do not adequately improve performance of this
system.

Bloomfield 2007 NMED Remediation Order. In July 2007, the Company received a final administrative compliance order from
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 final order
requires the Company to:

*  investigate and determine the nature and extent of such releases of contaminants and hazardous substances;

*  perform interim remediation measures, or continue interim measures already begun, to mitigate any potential threats to human
health or the environment from such releases;

. identify and evaluate alternatives for corrective measures to clean up any contaminants and hazardous substances released at
the refinery and prevent or mitigate their migration at or from the site;

. implement any corrective measures that may be approved by NMED;

. develop investigation work plans over a period of approximately four years; and
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. implement corrective measures pursuant to the investigation.

The final order recognizes that prior work satisfactorily completed may fulfill some of the foregoing requirements. In that regard,
the Company has already put in place some remediation measures with the approval of NMED or New Mexico Oil Conservation
Division (“OCD”).

Based on current information, the Company has prepared an initial undiscounted cost estimate of $2.8 million for implementing the
final order. Accordingly, the Company has recorded a discounted liability relating to the final order implementation costs.

Legal matters

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. MTBE contamination primarily results
from leaking underground or aboveground storage tanks. The suits allege MTBE contamination of water supplies owned and operated
by the plaintiffs, who are generally water providers or governmental entities. The plaintiffs assert that numerous refiners, distributors
or sellers of MTBE and/or gasoline containing MTBE are responsible for the contamination. The plaintiffs also claim that the
defendants are jointly and severally liable for compensatory and punitive damages, costs and interest. Joint and several liability means
that each defendant may be liable for all of the damages even though that party was responsible for only a small part of the damages.

As a result of the acquisition of Giant, certain of the subsidiaries of the Company are defendants in approximately 40 of these
MTBE lawsuits pending in Virginia, Connecticut, Massachusetts, New Hampshire, New York, New Jersey, Pennsylvania, Florida and
New Mexico. Due to Giant’s historical operations in New Mexico, including retail sites, there is potentially greater risk in connection
with the New Mexico litigation than in the litigation in the eastern states where Giant has only operated since 2002 and has no retail
operations.

In addition, Western has been named as a defendant in the lawsuit filed in New Mexico. Western understands that the case has
been transferred to the Southern District of New York by the Judicial Panel on Multidistrict Litigation and that an amended complaint
has been filed. Western has not been served with a summons and complaint, nor has Western made an appearance in this litigation. If
Western is served with a summons and made an active defendant in this matter, Western will vigorously defend itself.

Western also has been named as a defendant in a lawsuit filed by the State of New Jersey related to MTBE. Western has never
done business in New Jersey and has never sold any products in that state or that could have reached that state. Accordingly, Western
intends to vigorously defend itself.

Owners of a small hotel in Aztec, New Mexico, filed a lawsuit in January 2006 against a subsidiary of the Company. That lawsuit
was dismissed for improper venue. The Plaintiffs have now refiled their lawsuit in San Juan County, New Mexico alleging migration
of underground gasoline onto their property from underground storage tanks located on a convenience store property across the street
which is owned by a subsidiary of the Company. Plaintiffs claim a component of the gasoline, MTBE, has contaminated their ground
water.

The Company intends to vigorously defend these lawsuits. Because potentially applicable factual and legal issues have not been
resolved, the Company has yet to determine if a liability is probable and the Company cannot reasonably estimate the amount of any
loss associated with these matters. Accordingly, the Company has not recorded a liability for these lawsuits.

In March 2007, a class action lawsuit was filed in New Mexico naming numerous retail suppliers of motor fuel as defendants,
including subsidiaries of the Company. Among other things, the lawsuit alleges that, by consciously selling gasoline at a temperature
greater than 60° Fahrenheit, the defendants are depriving consumers of the full
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amount of energy that should be delivered when gasoline is delivered at a cooler temperature. Plaintiffs seek an unspecified amount of
damages and also seek to require the defendants to install temperature-adjustment devices at the pumps. Similar class action lawsuits
have been filed in several other jurisdictions, and have been consolidated for pretrial proceedings in a single multi-district litigation.
The Company intends to vigorously defend this lawsuit. Because potentially applicable factual and legal issues have not been
resolved, the Company has yet to determine if a liability is probable and if it can be reasonably estimated. Accordingly, the Company
has not recorded a liability for this lawsuit.

In April 2003, the Company received a payment of reparations in the amount of $6.8 million from a pipeline company as ordered
by the Federal Energy Regulatory Commission (“FERC”). Following judicial review of the FERC order, as well as a series of other
orders, the pipeline company made a Compliance Filing in March 2008 in which it asserts it overpaid reparations to the Company in a
total amount of $1.1 million and refunds in the amount of $0.7 million, including accrued interest through February 29, 2008, and that
interest should continue to accrue on those amounts. In the March 2008 Compliance Filing, the pipeline company also indicated that in
a separate FERC proceeding, it owes the Company an additional amount of reparations and refunds of $5.2 million including interest
through February 29, 2008. While this amount is subject to adjustment upward or downward based on further orders of the FERC and
on appeal, interest on the amount owed to the Company should continue to accrue until the pipeline company makes payment to the
Company.

A subsidiary of the Company, Western Refining Yorktown, Inc. (“Western Yorktown”), declared force majeure under its crude oil
supply agreement with Statoil Marketing and Trading (USA), Inc. (“Statoil”) based on the effects of the Grane crude oil on its
Yorktown refinery plant and equipment. Statoil filed a lawsuit against the subsidiary on March 28, 2008, in the Superior Court of
Delaware in and for New Castle County. The lawsuit alleges breach of contract and other related claims by the subsidiary in
connection with the crude oil supply agreement and alleges Statoil is entitled to recover damages in excess of $100 million. Western
Yorktown believes its declaration of force majeure was in accordance with the contract, disputes Statoil’s claims and intends to
vigorously defend against them.

On February 25, 2008, a subsidiary of the Company which operates pipelines had Protests filed against its tariffs for its 16-inch
pipeline running from Lynch, New Mexico to Bisti, New Mexico and connecting to Midland, Texas before the FERC by Resolute
Natural Resources Company and Resolute Aneth, LLC (“Resolute”), the Navajo Nation and Navajo Nation Oil & Gas Company
(“NNOG”). On March 7, 2008, the FERC dismissed these Protests. Resolute and NNOG then filed a request for reconsideration with
the FERC, which the FERC denied confirming its earlier dismissal of these Protests.

Other matters

The Company is party to various other claims and legal actions arising in the normal course of business. The Company believes
that the resolution of these matters will not have a material adverse effect on its financial condition, results of operations or cash flows.
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Item 2. 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
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 1A. “Risk Factors” included in our Annual Report on Form 10-K for the year ended December 31, 2007, or 2007
Form 10-K, under Part II — Item 1A. “Risk Factors” in our Quarterly Report on Form 10-Q for the quarter ended March 31, 2008,
and elsewhere in this report. You should read such “Risk Factors.” In this Item 2, all references to “Western Refining,” “the
Company,” “Western,” “we,” “us,” and “our” refer to Western Refining, Inc., or WNR, and the entities that became its subsidiaries
upon closing of our initial public offering (including Western Refining Company, L.P, or Western Refining LP), and Giant Industries,
Inc. and its subsidiaries, which became wholly-owned subsidiaries on May 31, 2007, 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 service stations and convenience stores.
We own and operate four refineries with a total crude oil throughput capacity of approximately 238,000 barrels per day, or bpd. In
addition to our 128,000 bpd refinery in El Paso, Texas, as a result of the Giant acquisition, we now also own and operate a 70,000 bpd
refinery on the East Coast of the United States near Yorktown, Virginia and two refineries in the Four Corners region of Northern
New Mexico with a combined throughput capacity of 40,000 bpd. 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
products terminals in Flagstaff, Arizona and Albuquerque, as well as asphalt terminals in Phoenix, Arizona; Tucson, Arizona;
Albuquerque; and El Paso. As of June 30, 2008, we also own and operate 154 retail service stations and convenience stores in
Arizona, Colorado and New Mexico, a fleet of crude oil and finished product truck transports, and a wholesale petroleum products
distributor, which operates in Arizona, California, Colorado, Nevada, New Mexico, Texas, and Utah.

On May 31, 2007, we completed the acquisition of Giant. Under the terms of the merger agreement, we acquired 100% of Giant’s
14,639,312 outstanding shares for $77.00 per share in cash. The purchase price of $1,149.2 million was funded through a combination
of cash on hand, proceeds from an escrow deposit, and a $1,125.0 million secured term loan. In connection with the acquisition, we
borrowed an additional $275.0 million in July 2007, when we paid off and retired Giant’s 8% and 11% Senior Subordinated Notes.

The acquisition of Giant was accounted for under the purchase method as required by SFAS No. 141, Business Combinations, or
SFAS No. 141, with Western as the accounting acquirer. See Note 3, “Acquisition of Giant Industries, Inc.” in the Notes to Condensed
Consolidated Financial Statements included in this quarterly report for a summary of the $1.1 billion purchase price.

Following the acquisition of Giant, on May 31, 2007, we began reporting our operating results in three business segments: the
refining group, the wholesale group and the retail group. Our refining group operates the four refineries and related refined products
terminals and asphalt terminals. At the refineries, we refine crude oil and other feedstocks into finished products such as gasoline,
diesel fuel, jet fuel, and asphalt. Our refineries market finished products to a diverse customer base including wholesale distributors
and retail chains. Our retail group operates service stations and convenience stores and sells gasoline, diesel fuel, and merchandise.
Our wholesale group distributes gasoline, diesel fuel, and lubricant products. See Note 4, “Segment Information” in the Notes to
Condensed Consolidated Financial Statements included in this quarterly report for detailed information on our operating results by
segment.

Prior to the acquisition of Giant, we generated substantially all of our revenues from our refining operations in El Paso. By
expanding our refining operations from one to four facilities, we diversified our operations. In addition, we increased our sour and
heavy crude oil processing capacity as a percent of our total capacity from 12% to approximately 30%. Sour and heavy crude oil is
generally less expensive to acquire. We expect our combined sour and heavy crude oil processing capability to reach approximately
45% by the end of 2009, following the completion
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of our previously announced acid and sulfur gas facilities and our gasoline desulfurization projects at our El Paso refinery. The
Yorktown refinery also has the flexibility for future growth initiatives given its ability to process cost-advantaged feedstocks. With the
acquisition, we also gained a diverse mix of complementary retail and wholesale businesses.

In 2005, Giant purchased an inactive pipeline running from Southeast New Mexico to Northwest New Mexico. The pipeline has
been reversed and upgraded to transport crude oil from Southeast New Mexico to the Four Corners region. Crude oil began pumping
into this pipeline in July 2007 and reached the Four Corners refineries in August 2007. This incremental supply of crude oil in the
Four Corners region provides enough feedstock for our two Four Corners refineries to run at increased capacity rates. Based on
seasonally lower product demand in the Four Corners area in the winter months and to manage our working capital, we have
undertaken activities to temporarily remove much of the crude oil from the pipeline, which we expect would have an impact on our
LIFO inventory calculation for the third and fourth quarters of 2008. It is currently anticipated that the pipeline will be returned to
service next spring to meet seasonally higher product demand in the summer months. See Item 1A. “Risk Factors — We may not be
able to run our Four Corners refineries at increased rates” in our 2007 Form 10-K.

Major Influences on Results of Operations

Refining. Our earnings and cash flows from our refining operations are primarily affected by the difference between refined
product prices and the prices for crude oil and other feedstocks, all of which are commodities. The cost to acquire feedstocks and the
price of the refined products that we ultimately sell depend on numerous factors beyond our control. These factors include the supply
of, and demand for, crude oil, gasoline and other refined products, which in turn depend on changes in domestic and foreign
economies; weather conditions; domestic and foreign political affairs; production levels; the availability of imports; the marketing of
competitive fuels; and government regulation. While our net sales fluctuate significantly with movements in crude oil and refined
product prices, it is primarily the spread between crude oil and refined product prices that affects our earnings and cash flow from our
operations. In particular, our refining margins have deteriorated in 2008 due to substantial increases in feedstock costs and lower
increases in gasoline prices.

In addition, other factors which impact our overall refinery gross margins are the sale of lower value products such as residuum,
petroleum coke and propane, particularly with increased crude costs. In addition, our refinery gross margin is further reduced because
our refinery product yield is less than our total refinery throughput volume.

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. In addition, higher volumes of
ethanol are blended with gasoline produced in the Southwest region during the winter months, thereby increasing the supply of
gasoline. This combination of decreased demand and increased supply during the winter months can lower gasoline prices. 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 and heating oil in the Northeast.

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, margin
environment and the availability of resources to perform the required maintenance. Periodically we have planned maintenance
turnarounds at our refineries, which are expensed as incurred.

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 refined products is valued at the lower of cost or market value under the last-in, first-out, or LIFO, inventory valuation
methodology. For periods in which the market price
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declines below our LIFO cost basis, we are subject to significant fluctuations in the recorded value of our inventory and related cost of
products sold. Due to recent cost escalations in crude oil and other blendstocks, we have also experienced increases in our LIFO
reserves during the six months ended June 30, 2008. We also experienced LIFO liquidations during the same period based on
permanent decreased levels in our inventories. See Note 6, “Inventories” in the Notes to Condensed Consolidated Financial
Statements included in this quarterly report for detailed information on the impact of LIFO inventory accounting.

Retail. Our earnings and cash flows from our retail business segment are primarily affected by the sales volumes and margins of
gasoline and diesel fuel sold, and by the sales and margins of merchandise sold at our service stations and convenience 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 cents per gallon, or cpg, basis. Fuel margins are impacted by local supply, demand, and competition. 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 are seasonal. Our retail business segment operating results for the first and fourth
calendar quarters are generally lower than those for the second and third calendar quarters of each year.

Wholesale. Our 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. Margins for gasoline, diesel fuel and lubricants sales are equal to the sales price
less cost of sales. Margins are impacted by local supply, demand, and competition.

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.

Acquisition of Giant

On May 31, 2007, we completed the acquisition of Giant. Under the terms of the merger agreement, Western acquired 100% of
Giant’s 14,639,312 outstanding shares for $77.00 per share in cash. The transaction was funded through a combination of cash on
hand, proceeds from an escrow deposit, and a $1,125.0 million secured term loan. In connection with the acquisition, we borrowed an
additional $275.0 million on July 5, 2007, when we paid off and retired Giant’s 8% and 11% Senior Subordinated Notes. Our
statements of operations for the three and six months ended June 30, 2008, include interest expense of $17.7 million and
$34.9 million, respectively, associated with this term loan and the revolving credit facility net of $1.5 million and $4.5 million of
capitalized interest, respectively. Interest expense associated with this term loan and the revolving credit facility for the three and six
months ended June 30, 2007 was $7.0 million, net of $0.5 million of capitalized interest.

Prior to the acquisition of Giant on May 31, 2007, we generated substantially all of our revenues from our refining operations in El
Paso. The financial information included in this report for 2008 include the results of operations for the three refineries and the
wholesale and retail operations acquired from Giant for all periods presented; however, the financial information included in this
report for 2007 include only one month of Giant’s results of operations.

Write-off of Unamortized Loan Fees

On June 30, 2008, we entered into an amendment to our term loan credit agreement. As a result of such amendment, we recorded
an expense of $10.9 million related to the write-off of deferred financing costs incurred in May 31, 2007. See Note 13, “Long-Term
Debt” to the Condensed Consolidated Financial Statements included in this quarterly report for detailed information on our long-term
debt agreements.

Planned Maintenance Turnaround

During the three and six months ended June 30, 2008, we incurred costs of $0.2 million and $1.2 million, respectively, in
anticipation of a maintenance turnaround scheduled for the first quarter of 2009 at the north side of
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the El Paso refinery. We expense the cost of maintenance turnarounds when the expense is incurred. Most of our competitors,
however, capitalize and amortize maintenance turnarounds.

Critical Accounting Policies and Estimates

We prepare our financial statements in conformity with U.S. generally accepted accounting principles, or GAAP. In order to apply
these principles, we must make judgments, assumptions, and estimates based on the best available information at the time. Actual
results may differ based on the accuracy of the information utilized and subsequent events, some of which we may have little or no
control over. Our critical accounting policies, certain of which are discussed below, could materially affect the amounts recorded in
our financial statements. Our critical accounting policies and estimates are discussed in detail under Part I. — Item 7. “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” in our 2007 Form 10-K.

Goodwill and Other Intangible Assets. Goodwill represents the excess of the purchase price (cost) over the fair value of the net
assets acquired and is carried at cost less impairment write-offs. We test goodwill for impairment at the reporting unit level annually.
In addition, goodwill of a reporting unit is tested for impairment if any events and circumstances arise during a quarter that indicate
goodwill of a reporting unit might be impaired. In accordance with SFAS No. 142, Goodwill and Other Intangible Assets, or SFAS
No. 142, we do not amortize goodwill for financial reporting purposes.

We apply SFAS No. 142 in determining the useful economic lives of intangible assets that are acquired. SFAS No. 142 requires
that we amortize intangible assets, such as right-of-ways, licenses and permits over their economic useful lives, unless the economic
useful lives of the assets are indefinite. If an intangible asset’s useful economic 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 and account for impairment
losses on intangible assets in accordance with SFAS No. 144.

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

Financial Instruments and Fair Value. We adopted the provisions of Statement of Financial Accounting Standards, or SFAS,
No. 157, Fair Value Measurements, or SFAS No. 157, on January 1, 2008. SFAS No. 157 defines fair value, establishes a
market-based framework or hierarchy for measuring fair value, and expands disclosures about fair value measurements. SFAS
No. 157 is applicable whenever another accounting pronouncement requires or permits assets and liabilities to be measured at fair
value. SFAS No. 157 does not expand or require any new fair value measures. In February 2008, the Financial Accounting Standards
Board, or FASB, decided that an entity need not apply this standard to nonfinancial assets and liabilities that are recognized or
disclosed at fair value in the financial statements on a nonrecurring basis until 2009. Accordingly, our adoption of this standard in
2008 was limited to financial assets and liabilities, which primarily affects the valuation of our derivative contracts and interest rate
swap. The adoption of SFAS No. 157 did not have a material effect on our financial condition or results of operations, and had no
impact on methodologies used by us in measuring fair value of its financial assets and liabilities. We are still in the process of
evaluating this standard with respect to its effect on nonfinancial assets and liabilities and therefore have not yet determined the impact
that it will have on our financial statements upon full adoption in 2009.

We also adopted SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities — Including an amendment
of FASB Statement No. 115, or SFAS No. 159, on January 1, 2008. SFAS No. 159 permits entities to choose to measure many
financial instruments and certain other items at fair value. Entities that elect the fair value option will report unrealized gains and
losses in earnings at each subsequent reporting date. The fair value option may be elected on an instrument-by-instrument basis, with
few exceptions. SFAS No. 159 also establishes presentation and disclosure requirements to facilitate comparisons between companies
that choose different measurement attributes for similar assets and liabilities. The adoption of SFAS No. 159 did not have an effect on
our financial condition or results of operations as we did not elect this fair value option, nor is it expected to have a
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material impact on future periods as the election of this option for our financial instruments is expected to be limited.

Recent Accounting Pronouncements. In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations,
or SFAS No. 141R, which replaces FASB Statement No. 141. SFAS No. 141R establishes principles and requirements for how an
acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, any
non-controlling interest in the acquiree and recognizes and measures the goodwill acquired or a gain from a bargain purchase. SFAS
No. 141R also establishes disclosure requirements that will enable users to evaluate the nature and financial effects of the business
combination. SFAS No. 141R is effective for business combinations which the acquisition date is on or after the beginning of the first
annual reporting period that begins on or after December 15, 2008. We are currently evaluating the potential impact, if any, of SFAS
No. 141R on our financial condition or results of operations.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities — an
amendment of FASB Statement No. 133, or SFAS No. 161. The new standard requires additional disclosures regarding a company’s
derivative instruments and hedging activities by requiring qualitative disclosures about objectives and strategies for using derivatives,
quantitative disclosure of the fair values of derivative instruments and their gains and losses in a tabular format. It also requires
disclosure of derivative features that are credit risk-related as well as cross-referencing within the notes to the financial statements to
enable financial statement users to locate important information about derivative instruments, financial performance, and cash flows.
The standard is effective for us beginning January 1, 2009. The principal impact from this standard will be to require us to expand our
disclosures regarding our derivative instruments.

On April 25, 2008, the FASB issued FASB Staff Position, or FSP, FAS No. 142-3, Determination of the Useful Life of Intangible
Assets, or FSP No. 142-3. The guidance is intended to improve the consistency between the useful life of a recognized intangible asset
under SFAS No. 142 and the period of expected cash flows used to measure the fair value of the asset under SFAS No. 141R, and
other guidance under U.S. GAAP. We are currently evaluating the potential impact, if any, of FSP No. 142-3 on our financial position
and results of operations.

On June 16, 2008, the FASB issued Final FSP No. EITF 03-6-1, Determining Whether Instruments Granted in Share-Based
Payment Transactions Are Participating Securities. The statement addresses unvested share-based payment awards that contain
non-forfeitable 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. FSP No. EITF 03-6-1 is effective for us beginning January 1,
2009, and interim periods after that. We are currently evaluating the potential impact, if any, of FSP No. EITF 03-6-1 on our financial
position and results of operations.
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Results of Operations

The following tables summarize the financial data and key operating statistics for the Company for the three and six months ended
June 30, 2008 and 2007. The financial information included in this report for 2008 includes the results of operations for the three
refineries and the wholesale and retail operations acquired from Giant for all periods presented; however, the financial information
included in this report for 2007 includes only one month of Giant’s results of operations. Prior to the acquisition of Giant on May 31,
2007, Western operated as one business segment. The following data should be read in conjunction with our Condensed Consolidated
Financial Statements and the notes thereto, in particular Note 3, “Acquisition of Giant Industries, Inc.,” included elsewhere in this
report.

Consolidated

The following tables set forth our summary historical financial and operating data for the periods indicated below:

Three Months Ended June 30, Six Months Ended June 30,
2008 2007 (1) 2008 2007 (1)

(In thousands, except (In thousands, except
per share data) per share data)

Statement of Operations Data:

Net sales $ 3,352,463 $ 1,659,154 $ 5,903,534 $ 2,653,173
Operating costs and expenses:
Cost of products sold (exclusive of
depreciation and amortization) 3,104,022 1,312,110 5,506,868 2,156,257
Direct operating expenses (exclusive of
depreciation and amortization) 133,418 75,205 266,339 121,748
Selling, general and administrative
expenses 27,993 17,777 57,551 27,806
Maintenance turnaround expense 255 — 1,210 —
Depreciation and amortization 27,752 12,500 53,349 16,909
Total operating costs and expenses 3.293.440 1,417,592 5.885.317 2,322,720
Operating income 59,023 241,562 18,217 330,453
Interest income 381 5,970 952 10,175
Interest expense (20,121) (9,189) (38,685) (9,498)
Amortization of loan fees (856) (289) (1,681) (414)
Write-off of unamortized loan fees (10,890) — (10,890) —
Loss from derivative activities (11,367) (8,543) (13,848) (10,559)
Other income (expense) (58) (970) 934 (971)
Income (loss) before income taxes 16,112 228,541 (45,001) 319,186
Provision for income taxes (7.922) (73.590) 12,790 (101.669)
Net income (loss) $ 8.190 $ 154,951 $ (32,211) $ 217,517
Basic earnings (loss) per share $ 0.12 $ 2.31 $ (0.48) $ 3.25
Dilutive earnings (loss) per share $ 0.12 $ 2.29 $ (0.48) $ 3.22
Weighted average basic shares outstanding 67,746 67,097 67,663 67,018
Weighted average dilutive shares outstanding 67,768 67,598 67,663 67,506
Cash dividends declared per share $ 0.06 $ 0.06 $ 0.06 $ 0.10
Cash Flow Data:
Net cash provided by (used in):
Operating activities $ (32,391) $ 159,920 $ 36,251 $ 227,991
Investing activities (46,014) (1,101,504) (116,567) (1,126,680)
Financing activities 156,968 1,103,932 (90,360) 1,099,558
Other Data:
Adjusted EBITDA(2) $ 75,986 $ 250,519 $ 60,814 $ 346,007
Capital expenditures 46,239 47,328 116,792 70,111

Source: Western Refining, In, 10-Q, August 08, 2008
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Three Months Ended June 30,

Six Months Ended June 30,

2008 2007 (1)

2008 2007 (1)

Balance Sheet Data (end of period):
Cash and cash equivalents

Working capital

Total assets

Total debt

Stockholders’ equity

Three Months Ended June 30,

$ 118,889 $
432,619
3,475,664
1,517,000
724,558

464,034
601,107
3,376,010
1,423,725
737,282

2008

2007

Legacy Intercompany

El Paso Giant Transactions Total El Paso

Legacy Intercompany

Giant (1) Transactions Total

(In thousands)
Net sales $ $ 2,109,188 $
Operating costs and
expenses:

Cost of products
sold (exclusive
of depreciation
and
amortization)

Direct operating
expenses
(exclusive of
depreciation
and
amortization)

Selling, general
and
administrative
expenses

Maintenance
turnaround
expense

Depreciation and
amortization

1,797,765 (554,490) $ 3,352,463 $§ 1,311,932

1,669,748 1,988,764 (554,490) 3,104,022 1,013,908

47,105 86,313 133,418 51,805

9,595 18,398 27,993 13,348

255 255

5.321 22.431 27,752 5.134

(In thousands)

$ 444307 § (97,085) $ 1,659,154

395,287 (97,085) 1,312,110

23,400 75,205

4,429 17,777

7,366 12,500

Total operating
costs and

expenses 1,732,024 2.115.906 (554.490) _ 3.293.440 1,084,195

430,482 (97.085) 1,417,592

Operating income

(loss) $ 65,741 $ (6,718) $ ) 59,023 $ 227,737

$ 13,825 § — $ 241,562

Six Months Ended June 30,

2008

2007

Legacy Intercompany

El Paso Giant Transactions Total El Paso

Legacy Intercompany

Giant (1) Transactions Total

(In thousands)

Net sales $ 3,618,718 $

Operating costs and
expenses:

Cost of products
sold (exclusive
of depreciation
and
amortization)

Direct operating
expenses
(exclusive of
depreciation
and
amortization)

Selling, general
and
administrative
expenses

Maintenance
turnaround
expense

Depreciation and

3,210,382 § (925,566) $ 5,903,534 $§ 2,305,951

3,016,516 3,415,918 (925,566) 5,506,868 1,858,055

95,339 171,000 266,339 98,348

23,938 33,613 57,551 23,377

42,585

1,210
10,764

1,210

53,349 9,543

Source: Western Refining, In, 10-Q, August 08, 2008

(In thousands)

$ 444307 $ (97,085) § 2,653,173

395,287 (97,085) 2,156,257

23,400 121,748

4,429

27,806

7,366 16,909



amortization
Total operating

costs and
expenses 3.147.767 3.663.116 (925.566) 5,885,317 1.989.323 430,482 (97.085) __2.322.720
Operating income
(loss) $ 62,615 $ (44,398) $ — 3 18,217 § 316,628 $ 13,825 § — $ 330453
(1) Includes the results of operations for Giant beginning
June 1, 2007, the date of the acquisition.
2) Adjusted EBITDA represents earnings before interest

expense, income tax expense, amortization of loan fees,
write-off of unamortized loan fees, depreciation,
amortization and maintenance turnaround expense.
However, Adjusted EBITDA is not a recognized
measurement under 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 and the
accounting effects of significant turnaround activities
(which many of our
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competitors capitalize and thereby exclude from their
measures of EBITDA) and acquisitions, 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

. our calculation of Adjusted EBITDA may differ from the Adjusted EBITDA calculations of other companies in our industry,
thereby limiting its usefulness as a comparative measure.

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.

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(In thousands) (In thousands)

Net income (loss) $ 8,190 $ 154,951 $ (32,211) $ 217,517
Interest expense 20,121 9,189 38,685 9,498
Provision for income taxes 7,922 73,590 (12,790) 101,669
Amortization of loan fees 856 289 1,681 414
Write-off of unamortized loan fees 10,890 — 10,890 —
Depreciation and amortization 27,752 12,500 53,349 16,909
Maintenance turnaround expense 255 — 1,210 —

Adjusted EBITDA § 75,986 $ 250,519 $ 60,814 $ 346,007

Three Months Ended June 30, 2008 Compared to the Three Months Ended June 30, 2007

Net Sales. Net sales primarily consist of gross sales of refined products, lubricants and merchandise, net of customer rebates or
discounts, and excise taxes. Net sales for the three months ended June 30, 2008 were $3,352.5 million, compared to $1,659.2 million
for the three months ended June 30, 2007, an increase of $1,693.3 million, or 102.1%. This increase primarily resulted from the impact
of the Giant acquisition ($1,664.9 million) and higher sales prices for refined products at the El Paso refinery. The average sales price
per barrel at El Paso increased from $93.71 in the second quarter of 2007, to $136.56 in the second quarter of 2008. Net sales were
reduced by $554.5 million and $97.1 million for the three months ended June 30, 2008 and 2007, respectively, to account for
intercompany transactions that have been eliminated from net sales in consolidation.

Cost of Products Sold (exclusive of depreciation and amortization). Cost of products sold primarily include cost of crude oil, other
feedstocks and blendstocks, purchased refined products, lubricants and merchandise for resale, transportation and distribution costs.
Cost of products sold was $3,104.0 million for the three months ended June 30, 2008, compared to $1,312.1 million for the three
months ended June 30, 2007, an increase of $1,791.9 million, or 136.6 %. This increase was primarily the result of the impact of the
Giant acquisition ($1,593.5 million), and higher crude oil costs at the El Paso refinery. The average price per barrel at El Paso
increased from $63.46 in the second quarter of 2007, to $123.6 in the second quarter of 2008. Cost of products sold was reduced by
$554.5 million and $97.1 million for the three months ended June 30, 2008 and 2007, respectively, to account for intercompany
transactions that have been eliminated from cost of products sold in consolidation.
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Direct Operating Expenses (exclusive of depreciation and amortization). Direct operating expenses include direct costs of labor,
maintenance materials and services, transportation expenses, chemicals and catalysts, natural gas, utilities, insurance expense, property
taxes and other direct operating expenses. Direct operating expenses were $133.4 million for the three months ended June 30, 2008,
compared to $75.2 million for the three months ended June 30, 2007, an increase of $58.2 million, or 77.4%. This increase primarily
resulted from the Giant acquisition ($62.9 million), and increases at the El Paso refinery related to natural gas expense ($2.9 million)
and general maintenance costs ($1.2 million). These increases were partially offset by decreased personnel costs at El Paso, mainly
related to incentive compensation ($8.8 million).

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses consist primarily of corporate
overhead, marketing expenses, public company costs, and stock-based compensation. Selling, general, and administrative expenses
were $28.0 million for the three months ended June 30, 2008, compared to $17.8 million for the three months ended June 30, 2007, an
increase of $10.2 million, or 57.5%. This increase primarily resulted from the Giant acquisition ($14.0 million), and increases at the El
Paso refinery of professional and legal fees ($0.5 million). These increases were partially offset by decreased personnel costs mainly
related to stock-based compensation and incentive compensation ($4.2 million) at the El Paso refinery.

Maintenance Turnaround Expense. Maintenance turnaround expense includes major maintenance and repairs generally performed
every four years, depending on the processing units involved. During the quarter ended June 30, 2008, we incurred costs of
$0.2 million in anticipation of a turnaround scheduled for the first quarter of 2009 at the north side of the El Paso refinery.

Depreciation and Amortization. Depreciation and amortization for the three months ended June 30, 2008, was $27.8 million,
compared to $12.5 million for the three months ended June 30, 2007. The increase was primarily due to the Giant acquisition
($15.1 million).

Operating Income. Operating income was $59.0 million for the three months ended June 30, 2008, compared to operating income
of $241.6 million for the three months ended June 30, 2007, a decrease of $182.5 million. This decrease is attributable primarily to
decreased refinery gross margins in the second quarter of 2008 compared to the second quarter of 2007, and increased operating costs
and expenses resulting from the Giant acquisition.

Interest Income. Interest income for the three months ended June 30, 2008 and 2007, was $0.4 million and $6.0 million,
respectively. The decrease is primarily attributable to decreased balances of cash for investment.

Interest Expense. Interest expense for the three months ended June 30, 2008 and 2007, was $20.1 million (net of capitalized interest
of $1.5 million) and $9.2 million (net of capitalized interest of $0.5 million), respectively. The increase was due to an increase in
outstanding debt as a result of the Giant acquisition. In May 2007, we entered into a term loan credit agreement to fund the
acquisition. Our results of operations for the quarter ended June 30, 2007, include only one month of interest expense associated with
this term loan credit agreement.

Write-off of Unamortized Loan Fees. On June 30, 2008, we entered into an amendment to our term loan credit agreement discussed
above. As a result of such amendment, we recorded an expense of $10.9 million related to the write-off of deferred financing costs
incurred in May 2007.

Loss from Derivative Activities. The net loss from derivative activities was $11.4 million for the three months ended June 30, 2008,
compared to an $8.5 million net loss for the three months ended June 30, 2007. The difference between the two periods primarily was
attributable to fluctuations in market prices related to the derivative transactions that were either settled or marked to market during
each respective period.

Provision for Income Taxes. We recorded income tax expense of $7.9 million for the quarter ended June 30, 2008, using an
estimated effective tax rate of 49.2%, as compared to the Federal statutory rate of 35%. The effective rate for the three months ended
June 30, 2008, was higher primarily to adjust the annualized rate based on estimated taxable income.

Net Income. We reported a net income of $8.2 million for the three months ended June 30, 2008, representing $0.12 net earnings
per share for the second quarter of 2008 on weighted average dilutive shares outstanding of
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67.8 million. For the second quarter of 2007, we reported net income of $155.0 million representing $2.29 net income per share on
weighted average dilutive shares outstanding of 67.6 million.

Six Months Ended June 30, 2008 Compared to the Six Months Ended June 30, 2007

Net Sales. Net sales primarily consist of gross sales of refined products, lubricants and merchandise, net of customer rebates or
discount and excise taxes. Net sales for the six months ended June 30, 2008 were $5,903.5 million, compared to $2,653.2 million for
the six months ended June 30, 2007, an increase of $3,250.3 million, or 122.5%. This increase primarily resulted from the impact of
the Giant acquisition ($3,174.4 million) and higher sales prices for refined products at the El Paso refinery. The average sales price per
barrel at El Paso increased from $84.27 in the first six months of 2007, to $122.33 in the first six months of 2008. Net sales were
reduced by $925.6 million and $97.1 million for the six months ended June 30, 2008 and 2007, respectively, to account for
intercompany transactions that have been eliminated from net sales in consolidation.

Cost of Products Sold (exclusive of depreciation and amortization). Cost of products sold primarily include cost of crude oil, other
feedstocks and blendstocks, purchased refined products, lubricants and merchandise for resale, transportation and distribution costs.
Cost of products sold was $5,506.9 million for the six months ended June 30, 2008, compared to $2,156.3 million for the six months
ended June 30, 2007, an increase of $3,350.6 million, or 155.4 %. This increase was primarily the result of the impact of the Giant
acquisition ($3,020.6 million), and higher crude oil costs at the El Paso refinery. The average price per barrel at El Paso increased
from $60.62 in the first six months of 2007, to $111.98 in the first six months of 2008. Cost of products sold was reduced by
$925.6 million and $97.1 million for the six months ended June 30, 2008 and 2007, respectively, to account for intercompany
transactions that have been eliminated from cost of products sold in consolidation.

Direct Operating Expenses (exclusive of depreciation and amortization). Direct operating expenses include direct costs of labor,
maintenance materials and services, transportation expenses, chemicals and catalysts, natural gas, utilities, insurance expense, property
taxes and other direct operating expenses. Direct operating expenses were $266.3 million for the six months ended June 30, 2008,
compared to $121.7 million for the six months ended June 30, 2007, an increase of $144.6 million, or 118.8%. This increase primarily
resulted from the Giant acquisition ($147.6 million), and increases at the El Paso refinery related to natural gas expense ($3.3 million)
and general maintenance costs ($2.8 million). These increases were partially offset by decreased personnel costs at El Paso mainly
related to incentive compensation ($9.7 million).

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses consist primarily of corporate
overhead, marketing expenses, public company costs, and stock-based compensation. Selling, general, and administrative expenses
were $57.6 million for the six months ended June 30, 2008, compared to $27.8 million for the six months ended June 30, 2007, an
increase of $29.8 million, or 107.2%. This increase primarily resulted from the Giant acquisition ($29.2 million).

Maintenance Turnaround Expense. Maintenance turnaround expense includes major maintenance and repairs generally performed
every four years, depending on the processing units involved. During the six months ended June 30, 2008, we incurred costs of
$1.2 million in anticipation of a turnaround scheduled for the first quarter of 2009 at the north side of the El Paso refinery.

Depreciation and Amortization. Depreciation and amortization for the six months ended June 30, 2008, was $53.3 million,
compared to $16.9 million for the six months ended June 30, 2007. The increase was primarily due to the Giant acquisition
($35.2 million) and the completion of various capital projects during 2007 at the El Paso refinery.

Operating Income. Operating income was $18.2 million for the six months ended June 30, 2008, compared to operating income of
$330.5 million for the six months ended June 30, 2007, a decrease of $312.3 million. This decrease is attributable primarily to
decreased refinery gross margins in the first six months of 2008 compared to the first six months of 2007 and increased operating costs
and expenses resulting from the Giant acquisition.

Interest Income. Interest income for the six months ended June 30, 2008 and 2007, was $1.0 million and $10.2 million,

respectively. The decrease is primarily attributable to decreased balances of cash for investment.
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Interest Expense. Interest expense for the six months ended June 30, 2008 and 2007, was $38.7 million (net of capitalized interest
of $4.5 million) and $9.5 million (net of capitalized interest of $0.5 million), respectively. The increase was due to an increase in
outstanding debt as a result of the Giant acquisition. In May 2007, we entered into a term loan credit agreement to fund the
acquisition. Our results of operations for the six months ended June 30, 2007, include only one month of interest expense associated
with this term loan credit agreement.

Write-off of Unamortized Loan Fees. On June 30, 2008, we entered into an amendment to our term loan credit agreement discussed
above. As a result of such amendment, we recorded an expense of $10.9 million related to the write-off of deferred financing costs
incurred in May 2007.

Loss from Derivative Activities. The net loss from derivative activities was $13.8 million for the six months ended June 30, 2008,
compared to a $10.5 million net loss for the six months ended June 30, 2007. The difference between the two periods primarily was
attributable to fluctuations in market prices related to the derivative transactions that were either settled or marked to market during
each respective period.

Provision for Income Taxes. We recorded income tax benefit of $12.8 million for the six months ended June 30, 2008, using an
estimated effective tax rate of 28.4%, as compared to the Federal statutory rate of 35%. The effective tax rate was lower primarily due
to the federal income tax credit available to small business refiners related to the production of ultra low sulfur diesel fuel, the
manufacturing activities deduction and our estimated annual taxable income.

Net Income (Loss). We reported a net loss of $32.2 million for the six months ended June 30, 2008, representing $0.48 net loss per
share for the first half of 2008 on weighted average dilutive shares outstanding of 67.7 million. For the first half of 2007, we reported
net income of $217.5 million representing $3.22 net income per share on weighted average dilutive shares outstanding of 67.5 million.

40

Source: Western Refining, In, 10-Q, August 08, 2008



Table of Contents

Refining Segment

Three Months Ended June 30,

2008 2007
Legacy Legacy
El Paso Giant (2) Total El Paso Giant (1)(2)(3) Total

(In thousands, except per barrel data)
Net sales (including
intersegment sales) $ 1,797,765 $ 1,461,450 $ 3,259,215
Operating costs and

expenses:
Cost of products sold

(exclusive of

depreciation and

amortization) 1,669,748 1,386,107 3,055,855
Direct operating

expenses

(exclusive of

depreciation and

amortization) 47,105 57,634 104,739
Selling, general and

administrative

expenses 4,294 4,432 8,726
Maintenance

turnaround

expense 255 — 255
Depreciation and

amortization 5,321 18.466 23,787

(In thousands, except per barrel data)

$ 1,311,932 $ 300,120 $ 1,612,052

1,013,908 263,774 1,277,682

51,805 17,312 69,117

3,490 967 4,457

5.134 6.609 11.743

Total operating
costs and
expenses 1,726,723 1.466.639 3.193.362

1,074,337 288.662 1,362,999

Operating income (loss) $ 71,042 $ (5,189) $ 65,853

$ 237,595 $ 11,458 $ 249,053

Key Operating
Statistics:
Total sales volume
(bpd) (4) 144,667 123,400 268,067
Total refinery
production (bpd) 134,707 103,450 238,157
Total refinery
throughput (bpd) (5) 136,635 103,976 240,611
Per barrel of
throughput:
Refinery gross
margin (6) 10.30 7.96 9.29
Gross profit (6) 9.87 6.01 8.20
Direct operating
expenses (7) 3.79 6.09 4.78

153,852 36,615 190,467
135,542 30,757 166,299

137,482 30,708 168,190

23.82 13.01 21.85
23.41 10.64 21.08

4.14 6.20 4.52

Six Months Ended June 30,

2008

2007

Legacy
El Paso Giant (2) Total

Legacy
El Paso Giant (1)(2)(3) Total

(In thousands, except per barrel data)
Net sales (including
intersegment sales) $ 3,210,382 $ 2,604,612 $ 5,814,994
Operating costs and
expenses:
Cost of products sold
(exclusive of
depreciation and

amortization) 3,016,516 2,483,651 5,500,167
Direct operating 95,339 116,545 211,884
expenses

(exclusive of

Source: Western Refining, In, 10-Q, August 08, 2008

(In thousands, except per barrel data)

$ 2,305,951 $ 300,120 $ 2,606,071

1,858,055 263,774 2,121,829
98,348 17,312 115,660



depreciation and

amortization)
Selling, general and

administrative

expenses 9,473
Maintenance

turnaround

expense 1,210
Depreciation and

amortization 10,764

8,280

34.819

17,753

1,210

45.583

5,945

9.543

966

6,609

6,911

16,152

Total operating
costs and
expenses 3,133,302

2.,643.295

5.776.597

1,971,891

288,661

2,260,552

Operating income (loss) $ 77,080 $

(38,683)

$ 38,397

$

334,060

11,459

§ 345519

Key Operating
Statistics:
Total sales volume
(bpd) (4) 144,190
Total refinery
production (bpd) 129,637
Total refinery
throughput (bpd) (5) 131,405
Per barrel of
throughput:
Refinery gross
margin (6) 8.11
Gross profit (6) 7.66
Direct operating
expenses (7) 3.99

122,886
104,587

104,517

6.36
4.53

6.13

267,076
234,224

235,922

7.33
6.27

4.93
41

151,178
133,964

135,720

18.23
17.84

4.00

18,408
15,464

15,439

13.01
10.64

6.20

169,586
149,428

151,159

17.70
17.11

4.23
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(1
2)
©)

(4)

)
(6)

Includes the results of operations for Giant beginning
June 1, 2007, the date of the acquisition.

Includes transportation and other related revenues and
expenses not specific to a particular refinery.

Total sales volume, refinery production and refinery
throughput related to the refineries acquired from Giant
for the three and six months ended June 30, 2007, was
calculated by dividing June 2007 volumes by 91 days
and 181 days, respectively.

Includes sales of refined products sourced from our
refinery production as well as refined products
purchased from third parties.

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

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. We have experienced gains or losses from
derivative activities that are not taken into account in
calculating refinery gross margin. 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 tables reconcile gross profit to refinery gross margin for the periods presented:

Net sales

Cost of products sold
(exclusive of
depreciation and
amortization)

Depreciation and
amortization

Gross profit

Plus depreciation and
amortization

Refinery gross
margin

Refinery gross
margin per
refinery
throughput barrel

Gross profit per
refinery
throughput barrel

Three Months Ended June 30,

2008 2007
Legacy Legacy
El Paso Giant Total El Paso Giant Total
(In thousands, except per barrel data) (In thousands, except per barrel data)
$ 1,797,765 $ 1,461,450 $ 3,259215 $ 1,311,932 $ 300,120 $ 1,612,052
1,669,748 1,386,107 3,055,855 1,013,908 263,774 1,277,682
5,321 18,466 23,787 5,134 6,609 11,743
122,696 56,877 179,573 292,890 29,737 322,627
5.321 18,466 23.787 5.134 6.609 11,743
$ 128,017 $ 75,343 $ 203360 $ 298,024 $ 36,346 $ 334,370
$ 10.30 $ 7.96 $ 929 23.82 $ 13.01 $ 21.85
$ 9.87 $ 6.01 $ 820 $ 23.41 $ 10.64 $ 21.08
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Six Months Ended June 30,

2008 2007
Legacy Legacy
El Paso Giant Total El Paso Giant Total
(In thousands, except per barrel data) (In thousands, except per barrel data)

Net sales $ 3,210,382 $§ 2,604,612 $ 5814994 § 2,305,951 $ 300,120 $ 2,606,071
Cost of products sold

(exclusive of

depreciation and

amortization) 3,016,516 2,483,651 5,500,167 1,858,055 263,774 2,121,829
Depreciation and

amortization 10,764 34.819 45.583 9.543 6,609 16,152
Gross profit 183,102 86,142 269,244 438,353 29,737 468,090
Plus depreciation and

amortization 10,764 34.819 45.583 9.543 6,609 16,152
Refinery gross

margin $ 193,866 $ 120,961 $ 314827 § 447,896 $ 36,346 $ 484,242
Refinery gross

margin per refinery

throughput barrel ~ $ 8.11 $ 6.36 $ 733 $ 18.23 $ 13.01 $ 17.70
Gross profit per

refinery throughput

barrel $ 7.66 $ 4.53 $ 627 § 17.84 $ 10.64 $ 17.11
(7 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.

The following tables set forth our summary refining throughput and production data for the periods presented below:

Three Months Ended Six Months Ended
June 30, June 30,
All Refineries 2008 2007 2008 2007
Key Operating Statistics:
Refinery product yields (bpd)
Gasoline 119,958 88,990 119,942 79,644
Diesel and jet fuel 95,470 64,354 91,686 58,656
Residuum 6,670 6,222 5,701 5917
Other 9.729 5,408 10,422 4,545
Liquid products 231,827 164,974 227,751 148,762
By-products (coke and sulfur) 6,330 1,325 6,473 666
Total refinery production (bpd) 238,157 166,299 234,224 149,428
Refinery throughput (bpd)
Sweet crude oil 160,567 124,631 157,646 116,155
Sour or heavy crude oil 61,580 23,657 58,379 17,515
Other feedstocks/blendstocks 18.464 19,902 19.897 17.489
Total refinery throughput (bpd) 240,611 168,190 235,922 151,159
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El Paso Refinery

Key Operating Statistics:
Refinery product yields (bpd)
Gasoline
Diesel and jet fuel
Residuum
Other

Total refinery production (bpd)

Refinery throughput (bpd)
Sweet crude oil
Sour crude oil
Other feedstocks/blendstocks

Total refinery throughput (bpd)

Total sales volume (bpd)

Per barrel of throughput:
Refinery gross margin
Direct operating expenses

Yorktown Refinery

Key Operating Statistics:
Refinery product yields (bpd)
Gasoline
Diesel and jet fuel
Residuum
Other
Liquid products
By-products (coke and sulfur)
Total refinery production (bpd)

Refinery throughput (bpd)
Sweet crude oil
Sour or heavy crude oil
Other feedstocks/blendstocks

Total refinery throughput (bpd)

Total sales volume (bpd)

Per barrel of throughput:
Refinery gross margin
Direct operating expenses

Three Months Ended Six Months Ended
June 30, June 30,

2008 2007 2008 2007
66,811 71,939 65,780 71,071
57,626 53,881 54,221 53,391

6,670 6,222 5,701 5917
3.600 3.500 3,935 3.585

134,707 135,542 129,637 133,964

104,325 108,833 103,225 108,212
22,140 12,470 16,996 11,891
10,170 16,179 11,184 15,617

136,635 137,482 131,405 135,720

144,667 153,852 144,190 151,178

$ 10.30 $ 23.82 $ 8.11 $ 18.23

3.79 4.14 3.99 4.00

Three Months One Month Six Months One Month

Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2008 2007 (1) 2008 2007 (1)

30,877 32,855 32,892 32,855

27,821 24,080 28,136 24,080

4.797 4,763 5,231 4,763

63,495 61,698 66,259 61,698

6,330 4,018 6.473 4.018

69,825 65,716 72,732 65,716

24,110 23,000 24,551 23,000

39,440 33,932 41,383 33,932

5,461 7,163 5,548 7,163

69,011 64,095 71,482 64,095

79,492 73,508 76,404 73,508

$ 5.86 $ 6.41 $ 4.57 $ 6.41

4.61 4.40 4.59 4.40
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Four Corners Refineries

Three Months One Month Six Months One Month
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2008 2007 (1) 2008 2007 (1)
Key Operating Statistics:
Refinery product yields (bpd)
Gasoline 22,270 18,868 21,270 18,868
Diesel and jet fuel 10,023 7,688 9,330 7,688
Residuum — — — —
Other 1,332 1,025 1,255 1,025
Total refinery production (bpd) 33,625 27,581 31,855 27,581
Refinery throughput (bpd)
Sweet crude oil 32,132 24,922 29,870 24,922
Sour crude oil — — — —
Other feedstocks/blendstocks 2.833 4.130 3.165 4.130
Total refinery throughput (bpd) 34,965 29,052 33,035 29,052
Total sales volume (bpd) 43,908 24,923 46,482 24,923
Per barrel of throughput:
Refinery gross margin $ 9.37 $ 25.09 $ 7.97 $ 25.09
Direct operating expenses 7.91 7.03 8.29 7.03
(1 Total sales volume, refinery production and refinery

throughput related to the refineries acquired from Giant
was calculated by dividing June 2007 volumes by
30 days.

Three Months Ended June 30, 2008 Compared to the Three Months Ended June 30, 2007

Net Sales. Net sales consist primarily of gross sales of refined petroleum products, net of customer rebates, discounts, and excise
taxes. Net sales for the three months ended June 30, 2008, were $3,259.2 million, compared to $1,612.1 million for the three months
ended June 30, 2007, an increase of $1,647.1 million, or 102.2%. This increase primarily resulted from the impact of the Giant
acquisition ($1,161.3 million and 7.9 million barrels), and higher sales prices for refined products at the El Paso refinery. The average
sales price per barrel at El Paso increased from $93.71 in the second quarter of 2007, to $136.56 in the second quarter of 2008, an
increase of 45.7%.

Cost of Products Sold (exclusive of depreciation and amortization). Cost of products sold includes cost of crude oil, other
feedstocks and blendstocks, purchased products for resale, transportation costs, and distribution costs. Cost of products sold was
$3,055.9 million for the three months ended June 30, 2008, compared to $1,277.7 million for the three months ended June 30, 2007,
an increase of $1,778.2 million, or 139.2%. This increase primarily was the result of the impact of the Giant acquisition
($1,122.3 million) and higher crude oil costs at the El Paso refinery. The average price per barrel at El Paso increased from $63.46 in
the second quarter of 2007, to $123.60 in the second quarter of 2008, an increase of 94.8%. Refinery gross margin per throughput
barrel decreased from $21.85 in the second quarter of 2007 to $9.29 in the second quarter of 2008, reflecting lower refining margins.
Our margin realization versus the benchmark Gulf Coast 3/2/1 crack spread was negatively impacted by increasing crude costs, and by
lower value products, such as asphalt, as the prices of such products did not increase proportionately with the price of crude. In
addition, given that our refinery product yield is generally less than our total refinery throughput volume, our margin realization in the
three months ended June 30, 2008 was further hampered by the significant increase in crude costs. Gross profit per barrel, based on
the closest comparable GAAP measure to refinery gross margin, was $8.20 and $21.08 for the three months ended June 30, 2008 and
2007, respectively.

Direct Operating Expenses (exclusive of depreciation and amortization). Direct operating expenses include costs associated with
the operations of our refineries, such as energy and utility costs, catalyst and chemical costs, routine maintenance, labor, insurance,
property taxes, and environmental compliance costs. Direct operating expenses were $104.7 million for the three months ended
June 30, 2008, compared to $69.1 million for the three
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months ended June 30, 2007, an increase of $35.6 million, or 51.5%. This increase primarily resulted from expenses associated with
the refineries acquired from Giant ($40.3 million), and increases at the El Paso refinery related to natural gas expense ($2.9 million)
and general maintenance costs ($1.2 million). These increases were partially offset by decreased personnel costs at El Paso mainly
related to incentive compensation ($8.8 million).

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses consist primarily of overhead and
marketing expenses. Selling, general, and administrative expenses were $8.7 million for the three months ended June 30, 2008,
compared to $4.5 million for the three months ended June 30, 2007, an increase of $4.2 million, or 93.3%. This increase primarily
resulted from the acquisition of the three refineries from Giant ($3.5 million), and increases at the El Paso refinery of personnel costs
($0.4 million).

Maintenance Turnaround Expense. Maintenance turnaround expense includes major maintenance and repairs generally done every
four years, depending on the processing units involved. During the quarter ended June 30, 2008, we incurred costs of $0.2 million in
anticipation of a turnaround scheduled for the first quarter of 2009 at the north side of the El Paso refinery.

Depreciation and Amortization. Depreciation and amortization for the three months ended June 30, 2008, was $23.8 million,
compared to $11.7 million for the three months ended June 30, 2007. The increase was due to the acquisition of the three refineries
from Giant ($11.9 million).

Operating Income. We reported operating income of $65.9 million for the three months ended June 30, 2008, compared to
$249.1 million of operating income for the three months ended June 30, 2007, a decrease of $183.2 million. This decrease is
attributable primarily to decreased refinery gross margins in the second quarter of 2008 compared to the second quarter of 2007 and
increased operating costs and expenses resulting from the Giant acquisition.

Six Months Ended June 30, 2008 Compared to the Six Months Ended June 30, 2007

Net Sales. Net sales consist primarily of gross sales of refined petroleum products, net of customer rebates, discounts, and excise
taxes. Net sales for the six months ended June 30, 2008, were $5,815.0 million, compared to $2,606.1 million for the six months ended
June 30, 2007, an increase of $3,208.9 million, or 123.1%. This increase primarily resulted from the impact of the Giant acquisition
($2,304.5 million and 19.0 million barrels) and higher prices for refined products at the El Paso refinery. The average sales price per
barrel at El Paso increased from $84.27 in the first six months of 2007, to $122.33 in the first six months of 2008, an increase of
45.2%.

Cost of Products Sold (exclusive of depreciation and amortization). Cost of products sold includes cost of crude oil, other
feedstocks and blendstocks, purchased products for resale, transportation costs, and distribution costs. Cost of products sold was
$5,500.2 million for the six months ended June 30, 2008, compared to $2,121.8 million for the six months ended June 30, 2007, an
increase of $3,378.4 million, or 159.2%. This increase primarily was a result of higher feedstock prices, and the impact of the Giant
acquisition ($2,219.9 million) and higher crude oil costs at the El Paso refinery. The average price per barrel at the El Paso refinery
increased from $60.62 in the first six months of 2007, to $111.98 in the first six months of 2008, an increase of 84.7%. Refinery gross
margin per throughput barrel decreased from $17.70 in the first half of 2007 to $7.33 in the first half of 2008, reflecting lower refining
margins primarily related to gasoline and lower value products such as asphalt. Our margin realization versus the benchmark Gulf
Coast 3/2/1 crack spread was negatively impacted by increasing crude costs, and by lower value products, such as asphalt, as the
prices of such products did not increase proportionately with the price of crude. In addition, given that our refinery product yield is
generally less than our total refinery throughput volume, our margin realization in the six months ended June 30, 2008, was further
hampered by the significant increase in crude costs. Gross profit per barrel, based on the closest comparable GAAP measure to
refinery gross margin, was $6.27 and $17.11 for the six months ended June 30, 2008 and 2007, respectively.

Direct Operating Expenses (exclusive of depreciation and amortization). Direct operating expenses include costs associated with
the operations of our refineries, such as energy and utility costs, catalyst and chemical costs, routine maintenance, labor, insurance,
property taxes, and environmental compliance costs. Direct operating expenses were $211.9 million for the six months ended June 30,
2008, compared to $115.7 million for the six months ended June 30, 2007, an increase of $96.2 million, or 83.1%. This increase
primarily resulted from expenses associated with the refineries acquired from Giant ($99.2 million), and increases at the El Paso
refinery related to
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natural gas expense ($3.3 million) and general maintenance costs ($2.8 million). These increases were partially offset by decreased
personnel costs at El Paso mainly related to incentive compensation ($9.7 million).

Selling, General, and Administrative Expenses. Selling, general, and administrative expenses consist primarily of overhead and
marketing expenses. Selling, general, and administrative expenses were $17.8 million for the six months ended June 30, 2008,
compared to $6.9 million for the six months ended June 30, 2007, an increase of $10.9 million, or 158.0%. This increase primarily
resulted from the acquisition of the three refineries from Giant ($7.3 million), and increases at the El Paso refinery of personnel costs

($2.0 million).

Maintenance Turnaround Expense. Maintenance turnaround expense includes major maintenance and repairs generally done every
four years, depending on the processing units involved. During the six months ended June 30, 2008, we incurred costs of $1.2 million
in anticipation of a turnaround scheduled for the first quarter of 2009 at the north side of the El Paso refinery.

Depreciation and Amortization. Depreciation and amortization for the six months ended June 30, 2008, was $45.6 million,
compared to $16.2 million for the six months ended June 30, 2007. The increase was due to the acquisition of the three refineries from
Giant ($28.2 million) and the completion of various capital projects during 2007 at our El Paso refinery.

Operating Income. We reported operating income of $38.4 million for the six months ended June 30, 2008, compared to
$345.5 million of operating income for the six months ended June 30, 2007, a decrease of $307.1 million. This decrease is attributable
primarily to decreased refinery gross margins in the first half of 2008 compared to the first half of 2007 and increased operating costs
and expenses resulting from the Giant acquisition.

Retail Segment
Three Months One Month Six Months One Month
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2008 2007 (1) 2008 2007 (1)

(In thousands, except per gallon data)
Statement of Operations Data:
Net sales (including intersegment sales) $ 239,445 $ 68,526 $ 428,854 $ 68,526
Operating costs and expenses:
Cost of products sold (exclusive of depreciation

and amortization) 216,567 60,052 387,116 60,052
Direct operating expenses (exclusive of
depreciation and amortization) 16,685 5,173 32,541 5,173
Selling, general and administrative expenses 1,444 505 2,691 505
Depreciation and amortization 2.124 486 4.010 486
Total operating costs and expenses 236,820 66,216 426,358 66,216
Operating income $ 2,625 $ 2,310 $ 2,496 $ 2,310
Operating Data:
Fuel gallons sold (in thousands) 52,990 18,250 104,473 18,250
Fuel margin per gallon (2) $ 0.152 $ 0.208 $ 0.134 $ 0.208
Merchandise sales $ 47,883 $ 15954 $ 90,035 $ 15954
Merchandise margin 28.1% 26.7% 27.8% 26.7%
Operating retail outlets at period end 154 156 154 156
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Net sales:
Fuel sales
Excise taxes included in fuel revenues
Merchandise sales
Other sales
Net sales

Cost of products sold:
Fuel cost of products sold
Excise taxes included in fuel cost of products sold
Merchandise cost of products sold
Other cost of products sold
Cost of products sold

Fuel margin per gallon

(1)
2

Three Months One Month Six Months One Month
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,

2008 2007 (1) 2008 2007 (1)
(In thousands, except per gallon data)

$ 198,896 $ 57,400 $ 359,343 $ 57,400
(13,456) (6,773) (33,334) (6,773)

47,883 15,954 90,035 15,954

6,122 1,945 12.810 1,945

$ 239,445 $ 68,526 $ 428,854 $ 68,526

190,850 $ 53,611 $ 345,306 53,611
(13,456) (6,773) (33,334) (6,773)

34,410 11,687 65,047 11,687

4,763 1,527 10,097 1,527

216,567 $ 60,052 $§ 387,116 60,052

0.152 $ 0.208 $ 0.134 0.208

Includes the results of operations for Giant beginning

June 1, 2007, the date of the acquisition.

Fuel margin per gallon is a measurement calculated by
dividing the difference between fuel sales and cost of
fuel sales for our retail segment by the number of

gallon:

s sold.

Three Months Ended June 30, 2008 Compared to the Three Months Ended June 30, 2007

On May 31, 2007, we acquired Giant and its retail operations. The financial information presented above for our retail segment for
2008 includes three months of operations; however, the financial information for 2007 presented above includes only one month of

operations.

Six Months Ended June 30, 2008 Compared to the Six Months Ended June 30, 2007

On May 31, 2007, we acquired Giant and its retail operations. The financial information presented above for our retail segment for
2008 includes six months of operations; however, the financial information for 2007 presented above includes only one month of

operations.
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Wholesale Segment
Three Months One Month Six Months One Month
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2008 2007 (1) 2008 2007 (1)
(In thousands, except per gallon data)

Statement of Operations Data:

Net sales (including intersegment) $ 706,489 $ 145,751 $ 1,189,421 $ 145,751

Operating costs and expenses:

Cost of products sold (exclusive of depreciation

and amortization) 678,860 139,874 1,137,856 139,874
Direct operating expenses (exclusive of

depreciation and amortization) 17,418 2,592 33,358 2,592
Selling, general and administrative expenses 5,228 1,251 9,569 1,251
Depreciation and amortization 1,351 221 2,764 221

Total operating costs and expenses 702.857 143.938 1.183.547 143.938

Operating income $ 3,632 $ 1,813 $ 5,874 $ 1,813

Operating Data:

Fuel gallons sold (in thousands) 187,812 55,580 347,287 55,580
Fuel margin per gallon (2) $ 0.07 $ 0.07 $ 0.07 $ 0.07
Lubricant sales $ 41,020 $ 11,550 $ 79,932 $ 11,550
Lubricant margins 11.7% 9.2% 11.6% 9.2%
Three Months One Month Six Months One Month
Ended Ended Ended Ended
June 30, June 30, June 30, June 30,
2008 2007 (1) 2008 2007 (1)
(In thousands, except per gallon data)
Net sales:
Fuel sales $ 704,605 $ 148,390 $ 1,185,375 $ 148,390
Excise taxes included in fuel sales (51,297) (15,060) (98,866) (15,060)
Lubricant sales 41,020 11,550 79,932 11,550
Other sales 12,161 871 22,980 871
Net sales $ 706,489 § 145,751 § 1,189,421 § 145,751
Cost of products sold:
Fuel cost of products sold $ 691,254 $ 144,527 $ 1,160,730 $ 144,527
Excise taxes included in fuel sales (51,297) (15,060) (98,866) (15,060)
Lubricant cost of products sold 36,221 10,489 70,678 10,489
Other cost of products sold 2,682 (82) 5,314 (82)
Cost of products sold $ 678,860 $ 139,874 $ 1,137,856 $ 139,874

Fuel margin per gallon $ 0.07 $ 0.07 $ 0.07 $ 0.07

(1) Includes the results of operations for Giant beginning
June 1, 2007, the date of the acquisition.

2) Fuel margin per gallon is a measurement calculated by
dividing the difference between fuel sales and cost of
fuel sales for our wholesale segment by the number of
gallons sold.
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Three Months Ended June 30, 2008 Compared to the Three Months Ended June 30, 2007

On May 31, 2007, we acquired Giant and its wholesale operations. The financial information presented above for our wholesale
segment for 2008 includes three months of operations; however, the financial information for 2007 presented above include only one
month of operations.

Six Months Ended June 30, 2008 Compared to the Six Months Ended June 30, 2007

On May 31, 2007, we acquired Giant and its wholesale operations. The financial information presented above for our wholesale
segment for 2008 includes six months of operations; however, the financial information for 2007 presented above include only one
month of operations.

Liquidity and Capital Resources
Cash Flows
The following table sets forth our cash flows for the periods indicated below:

Six Months Ended

June 30,
2008 2007
(In thousands)
Cash flows provided by operating activities $ 36,251 $ 227,991
Cash flows used in investing activities (116,567) (1,126,680)
Cash flows provided by (used in) financing activities (90,360) 1,099,558
Net increase (decrease) in cash and cash equivalents $ (170,676) § 200,869

Cash Flows Provided By Operating Activities

Net cash provided by operating activities for the six months ended June 30, 2008, was $36.3 million. The most significant provider
of cash were adjustments to net income for non-cash items such as depreciation and amortization ($53.3 million), write-off of
unamortized loan fees ($10.9 million) and stock-based compensation ($5.1 million). Also contributing to our cash flows from
operating activities was net cash inflow from a change in operating assets and liabilities ($9.2 million). These increases in cash were
partially offset by a net loss ($32.2 million) and a decrease in deferred income taxes ($12.1 million).

Net cash provided by operating activities for the six months ended June 30, 2007 was $228.0 million. The most significant provider
of cash was our net income ($217.5 million). Also contributing to our cash flows from operating activities were adjustments to net
income for non-cash items such as depreciation and amortization ($16.7 million), stock-based compensation ($7.9 million) and
deferred income taxes ($6.4 million). These increases in cash were partially offset by a net cash outflow from a change in operating
assets and liabilities ($16.1 million).

Cash Flows Used In Investing Activities

Net cash used in investing activities for the six months ended June 30, 2008, was $116.6 million, mainly relating to capital
expenditures. Total capital spending for the first half of 2008 included spending on the low sulfur gasoline project ($33.8 million), the
naphtha hydrotreater ($6.5 million), a new laboratory ($4.2 million), crude unit upgrades ($3.9 million), and the acid and sulfur gas
facilities ($2.9 million) at our El Paso refinery; the low sulfur gasoline project ($22.3 million) and improvements to the laboratory and
fire station ($2.3 million) at our Yorktown refinery; and several other improvement and regulatory projects for our refining group. In
addition, our total capital spending included projects for our retail group ($4.9 million) and our wholesale group ($3.3 million). We
expect to spend $197 million for capital expenditures for 2008.

Net cash used in investing activities for the six months ended June 30, 2007 was $1,126.7 million, consisting of cash used to fund
the Giant acquisition ($1,056.6 million) and capital expenditures ($70.1 million). Total capital spending for the first half of 2007
included spending on the acid and sulfur gas facilities ($11.7 million), the low
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sulfur gasoline project ($8.8 million), the flare gas recovery system ($8.6 million), crude unit upgrades ($5.1 million), and the
hydrogen plant ($2.3 million) at our El Paso refinery, the low sulfur gasoline project at our Yorktown refinery ($11.7 million), as well
as other small improvement and regulatory projects.

Cash Flows Provided by (Used In) Financing Activities

Net cash used in financing activities for the six months ended June 30, 2008, was $90.4 million. Cash used in financing activities
for the first half of 2008 included a net decrease to our revolving credit facility ($60.0 million), deferred financing costs incurred
($14.5 million), dividends paid ($8.2 million), principal payments on our term loan ($6.5 million) and the repurchases of common
stock ($1.1 million) to cover payroll withholding taxes for certain employees in connection with the vesting of restricted shares
awarded under the Western Refining Long-Term Incentive Plan.

Net cash provided by financing activities for the six months ended June 30, 2007, was $1,099.6 million. Cash provided by
financing activities for the first half of 2007 included additions to long-term debt to fund the Giant acquisition ($1,125.0 million),
partially offset by cash outflows from the repurchases of common stock ($8.2 million) to cover payroll withholding taxes for certain
employees in connection with the vesting of restricted shares awarded under the Western Refining Long-Term Incentive Plan, and
dividends paid ($5.5 million). Cash provided by financing activities included the excess tax benefit from stock-based compensation
expense ($5.1 million).

Working Capital

Our primary sources of liquidity are cash generated from our operating activities, existing cash balances and our revolving credit
facility. 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. Our refining margins have deteriorated in 2008 due to substantial increases in feedstock costs and lower increases in
gasoline prices and lower value products such as asphalt. As a result, our earnings and cash flows have been negatively impacted. If
our margins continue to deteriorate, or if our earnings and cash flows continue to suffer for any other reason, we may be unable to
comply with the financial covenants set forth in our credit facilities (described below). If we fail 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 facility, we would need to seek
additional financing, if available, in order to operate our business.

We are currently considering several alternatives in order to improve our capital structure by increasing our cash balances and/or
reducing or refinancing a portion of our existing debt. These alternatives include potential asset sales, or other strategic initiatives,
including with respect to our Yorktown refinery and certain of our other assets, as well as public or private equity or debt financings.
If additional funds are obtained by issuing equity securities, our existing stockholders could be diluted. We can give no assurances that
we will be able to sell any of our assets or to obtain additional financing on terms acceptable to us, or at all.

In addition, our future capital expenditures and other cash requirements could be higher than we currently expect as a result of
various factors described in Part I. — Item 1A. “Risk Factors” in our 2007 Form 10-K, in Part II. — Item 1A. “Risk Factors” in our
Quarterly Report on Form 10-Q for the quarter ended March 31, 2008 and elsewhere in this report.

Working capital at June 30, 2008, was $432.6 million, consisting of $1,276.1 million in current assets and $843.5 million in current
liabilities. Working capital at December 31, 2007, was $621.4 million, consisting of $1,437.2 million in current assets and
$815.8 million in current liabilities. In addition, as of June 30, 2008, we had net availability under our 2007 Revolving Credit
Agreement of $40.3 million due to $529.7 million in letters of credit outstanding and $230.0 million in direct borrowings. This
availability, combined with the availability under the 2008 L/C credit Agreement, gave us total availability of $115.3 million at
June 30, 2008. As of December 31, 2007, we had net availability of $92.9 million under our 2007 Revolving Credit Agreement.
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Indebtedness

Term Loan Credit Agreement. On May 31, 2007, in connection with the acquisition of Giant, we entered into a Term Loan Credit
Agreement with a group of banks, which was later amended on June 30, 2008, to which we refer as so amended as the Term Loan
Agreement. The Term Loan Agreement has a maturity date of May 30, 2014 and provides for loans of up to $1,400.0 million, of
which $1,125.0 million was borrowed on May 31, 2007, to fund the acquisition, and $275.0 million was borrowed on July 5, 2007, to
pay off Giant’s 11% Senior Subordinated Notes and 8% Senior Subordinated Notes (or together the Senior Subordinated Notes). The
Term Loan Agreement is secured by our fixed assets, including our refineries.

The Term Loan Agreement provides for principal payments of 0.25% of the original principal amount of the loan on a quarterly
basis ($13.0 million annually for the next six years with the remaining balance due on the maturity date). We made principal payments
on the Term Loan of $106.5 million in 2007 and $6.5 million in the first half of 2008. In addition, the Term Loan Agreement also
contains certain mandatory prepayment provisions for excess cash flow and upon the issuances of certain debt.

Following the amendments of the Term Loan Agreement, interest rates for borrowings under the Term Loan Agreement
(depending on the type of borrowing) are equal to LIBOR plus 4.50%, subject to an interest rate floor of 3.25% per annum, in the case
of Eurodollar rate borrowings, and the base rate plus 3.50% per annum, in the case of base rate borrowings. Further, with effect from
October 1, 2008, interest rates for the Term Loan Agreement will be adjusted in inverse relation to amounts prepaid under the Term
Loan Agreement ranging from LIBOR plus 6.0% per annum (for Eurodollar rate borrowings) and base rate plus 5.0% per annum (for
base rate borrowings), if prepayments are less than $250 million, to LIBOR plus 4.00% per annum (for Eurodollar borrowings) and
base rate plus 3.50% (for base rate borrowings), if prepayments equal or exceed $750 million.

The average interest rate under the Term Loan Agreement for the six months ended June 30, 2008, was 5.15% (which rate reflects
the interest rates in effect prior to the amendment of the Term Loan Agreement on June 30, 2008).

In connection with the amendment to the Term Loan Agreement, we paid an amendment fee equal to the sum of: (a) 0.50% of the
term loans held by lenders executing the amendment on June 30, 2008, and will pay an additional amendment fee equal to (b) 0.50%
of the term loan balance on September 30, 2008.

In connection with the amendment to the Term Loan Agreement, we recorded an expense of $10.9 million related to the write-off
of deferred financing costs incurred in May 31, 2007.

2007 Revolving Credit Agreement. On May 31, 2007, we also entered into a Revolving Credit Agreement with a group of banks,
which was later amended on June 30, 2008, to which we refer to as so amended as the 2007 Revolving Credit Agreement. The 2007
Revolving Credit Agreement matures on May 31, 2012. The 2007 Revolving Credit Agreement, secured by certain cash, accounts
receivable and inventory, can be used to refinance existing indebtedness of ours and our subsidiaries, to finance working capital and
capital expenditures, and for other general corporate purposes. The 2007 Revolving Credit Agreement is a collateral-based facility
with total borrowing capacity, subject to borrowing base amounts based upon eligible receivables and inventory, and provides for
letters of credit and swing line loans. Availability under the 2007 Revolving Credit Agreement is subject to the accuracy of
representations and warranties and absence of a default. On February 19, 2008, we exercised our option to increase the borrowing
capacity under the 2007 Revolving Credit Agreement from $500 million to $800 million. As of June 30, 2008, we had net availability
under the Revolving Credit Agreement of $40.3 million due to $529.7 million in letters of credit outstanding and $230.0 million in
direct borrowings. This availability, combined with the availability under the 2008 L/C Credit Agreement, gave us total availability of
$115.3 million at June 30, 2008. On August 5, 2008, we had combined availability under the Revolving Credit Agreement and the
2008 L/C Credit Agreement of $184.0 million due to $586.0 million in letters of credit outstanding and $110.0 million in direct
borrowings.

Following the amendments of the 2007 Revolving Credit Agreement, per annum interest rates for Eurodollar rate borrowings under
the 2007 Revolving Credit Agreement range from LIBOR plus 2.25% to LIBOR plus 3.25%, subject to adjustment based upon our
consolidated leverage ratio. Letter of credit fees per annum under the 2007
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Revolving Credit Agreement range from 2.25% to 3.25%, subject in each case to adjustment based upon the our consolidated leverage
ratio. The quarterly commitment fees for the 2007 Revolving Credit Agreement are equal to a flat fee of 0.50% per annum.

In connection with the amendment to the 2007 Revolving Credit Agreement, we paid an amendment fee of 0.50% of the
commitments of each lender that executed the Amendment.

2008 L/C Credit Agreement. The 2008 L/C Credit Agreement provides for a letter of credit facility at June 30, 2008 not to exceed
$75 million, subject to a borrowing base availability based upon eligible receivables and inventory, and matures on June 30, 2009.
This limit was subsequently increased to $80 million on July 3, 2008. In addition, we may request an increase in availability under the
2008 L/C Credit Agreement up to an aggregate limit of $200 million. The 2008 L/C Credit Agreement is secured by certain cash,
accounts receivable and inventory, and is permitted to be used for general corporate purposes. The 2008 L/C Credit Agreement
provides for a quarterly commitment fee of 0.50% per annum and letter of credit fees ranging from 2.25% to 3.50% per annum
payable quarterly, subject to adjustment based upon our consolidated leverage ratio. Drawn amounts under letters of credit under the
2008 L/C Credit Agreement accrue interest at the base rate plus 3.50% per annum. Letters of Credit can only be issued under the 2008
L/C Credit Agreement if the net availability under the 2007 Revolving Credit Agreement is less than or equal to $120 million, subject
to limited exceptions. In addition, availability under the 2008 L/C Credit Agreement is subject to the accuracy of representations and
warranties and absence of a default. At June 30, 2008, there were no letters of credit outstanding under the 2008 L/C Credit
Agreement.

Guarantees. The Term Loan Agreement, the 2007 Revolving Credit Agreement and the 2008 L/C Credit Agreement (or together,
the Agreements) are guaranteed, on a joint and several basis, by subsidiaries of Western Refining, Inc. The guarantees related to the
Agreements remain in effect until such time that the terms of the Agreements are satisfied and subsequently terminated. Amounts
potentially due under these guarantees are equal to the amounts due and payable under the respective Agreements at any given time.
No amounts have been recorded for these guarantees. The guarantees are not subject to recourse to third parties.

Certain Covenants in Agreements. The Agreements contain certain covenants, including limitations on debt, investments and
dividends, and financial covenants relating to minimum interest coverage, maximum leverage and minimum EBITDA. The
Agreements contain no minimum interest coverage ratio (as defined therein) for the quarter ended June 30, 2008; however, the
minimum interest coverage ratio must be no less than 1.50 to 1.00 as of September 30, 2008 and March 31, 2009, at which time it is
increased to 1.75 to 1.00. The Agreements also contain no maximum leverage ratio (as defined therein) until March 31, 2009, at which
point the maximum leverage ratio must be no greater than 5.00 to 1.00 (prior to the issuance of certain subordinated indebtedness) and
no greater than 5.50 to 1.00 (upon the issuance of certain subordinated indebtedness). Effective beginning the quarter ended June 30,
2009, the maximum leverage ratio must be no greater than 4.75 to 1.00 (prior to the issuance of certain subordinated indebtedness) and
no greater than 5.25 to 1.00 (upon the issuance of certain subordinated indebtedness). The Agreements also contain a minimum
EBITDA covenant, where consolidated EBITDA (as defined therein) must be no less than $100 million for the two consecutive fiscal
quarters ending September 30, 2008 and $175 million for the three consecutive fiscal quarters ending December 31, 2008. The
Agreements also contain a senior leverage coverage covenant, which becomes effective March 31, 2009 (only upon any issuance by
us of subordinated indebtedness) and which must be no greater than 4.50 to 1.00 as of such date, and no greater than 4.25 to 1.00 as of
June 30, 2009. We have also agreed to not pay cash dividends on our common stock through 2009.

Interest rate swap. On January 31, 2008, we entered into an amortizing LIBOR interest rate swap to manage the variability of cash
flows related to the interest payments for the variable-rate term loan. Changes in the cash flows of the interest rate swap are expected
to offset the changes in cash flows attributable to fluctuations in LIBOR on the principal of the variable-rate term loan. The notional
amount of the swap is $1.0 billion in year one, $750.0 million in year two, $500.0 million in year three, and $250.0 million in year
four. The LIBOR interest rate is fixed at 3.645% for the life of the swap, which matures on January 31, 2012. We designated this
receive-variable and pay-fixed swap as a cash flow hedge. We evaluate the effectiveness of the cash flow hedge derivative on a
quarterly basis. As of June 30, 2008, the hedge was highly effective. The interest rate swap had a fair value of $0.7 million at June 30,
2008. This value was determined in accordance with SFAS No. 157 using level 2 observable inputs and
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approximates the net gain that would have been realized if the hedge contract had been settled at June 30, 2008. At each period end,
changes in the fair value of the interest rate swap are reflected in other long-term assets or liabilities and the gain or loss resulting from
the change in fair value from period to period is deferred and included as a component of other comprehensive income. Subsequent to
June 30, 2008, we terminated the interest rate swap at minimal cost to us.

Letters of Credit

The 2007 Revolving Credit Agreement and the 2008 L/C Credit Agreement provide for the issuance of letters of credit. We obtain
letters of credit and cancel them on a monthly basis depending upon our needs. At June 30, 2008, there were $529.7 million of
irrevocable letters of credit outstanding, primarily issued to crude oil suppliers under the 2007 Revolving Credit Agreement. At
June 30, 2008, there were no letters of credit outstanding under the 2008 L/C Credit Facility. On August 5, 2008, we had
$586.0 million in letters of credit outstanding under the 2007 Revolving Credit Agreement and no letters of credit outstanding under
the 2008 L/C Credit Agreement, respectively.

Contractual Obligations and Commercial Commitments

As aresult of the amendments to our 2007 Term Loan Agreement and our 2007 Revolving Credit Agreement described above, our
long-term debt obligations described in our 2007 10-K were revised to adjust for the increase in interest rate from LIBOR plus 1.75%
to LIBOR plus 4.50% subject to an interest rate floor of 3.25% per annum. Our long-term debt obligations are $72.7 million for the
remainder of 2008, $287.6 million for 2009 through 2010 and $282.2 million for 2011 through 2012, and $1,398.3 million for 2013
through May 2014 using the minimum payments and interest calculated using interest rates at June 30, 2008.

Except for the changes described above, there have been no material changes outside the ordinary course of business from our
contractual obligations and commercial commitments detailed in our 2007 Form-10K.

Off-Balance Sheet Arrangements

We had no off-balance sheet arrangements as of June 30, 2008.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Changes in commodity prices and interest rates are our primary sources 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, which
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.

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. As of June 30, 2008, we held approximately 7.8 million barrels of crude oil, refined product and other inventories valued
under the LIFO valuation method with an average cost of $61.75 per barrel. As of June 30, 2008, current cost exceeded the carrying
value of LIFO costs by $537.8 million. We refer to this excess as our LIFO reserve.
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In accordance with SFAS No. 133, all commodity futures contracts, price swaps and options are recorded at fair value and any
changes in fair value between periods are recorded in the other income (expense) section as gain (loss) from derivative activities.

We selectively utilize commodity derivatives to manage our price exposure to inventory positions or to fix margins on certain
future sales volumes. The commodity derivative instruments may take the form of futures contracts, price swaps or options and are
entered into with counterparties that we believe to be creditworthy. We elected not to pursue hedge accounting treatment for these
instruments for financial accounting purposes. Therefore, changes in the fair value of these derivative instruments are included in
income in the period of change. Net gains or losses associated with these transactions are reflected in gain (loss) from derivative
activities at the end of each period. For the three and six months ended June 30, 2008, we had $11.4 million and $13.8 million,
respectively, in net realized and unrealized losses accounted for using mark-to-market accounting. For the three and six months ended
June 30, 2007, we had $8.5 million and $10.6 million, respectively, in net realized and unrealized losses accounted for using
mark-to-market accounting.

At June 30, 2008, we had open commodity derivative instruments consisting of price swaps on 1.4 million barrels of refined
products, primarily to fix margins on refined product sales for future quarters in 2008. These open instruments had total unrealized net
losses at June 30, 2008, of approximately $4.8 million.

During the three and six months ended June 30, 2008, we did not have any commodity derivative instruments that were designated
and accounted for as hedges.

Interest Rate Risk

On January 31, 2008, we entered into an amortizing LIBOR interest rate swap to manage the variability of cash flows related to the
interest payments for variable-rate term loan. Changes in the cash flows of the interest rate swap are expected to offset the changes in
cash flows attributable to fluctuations in LIBOR on the principal of the variable-rate term loan. The notional amount of the swap is
$1.0 billion in year one, $750.0 million in year two, $500.0 million in year three, and $250.0 million in year four. The LIBOR interest
rate is fixed at 3.645% for the life of the swap, which matures on January 31, 2012. We designated this receive-variable and pay-fixed
swap as a cash flow hedge. We evaluate the effectiveness of the cash flow hedge derivative on a quarterly basis. As of June 30, 2008,
$287.0 million of our outstanding debt was at floating interest rates of LIBOR plus 4.50% per annum. An increase in the LIBOR of
1% would increase our interest expense by $2.9 million per year. Subsequent to June 30, 2008, we terminated the interest rate swap at
minimal cost to us.

Item 4. Controls and Procedures

The Company, under the supervision and with the participation of its management, including the Chief Executive Officer and Chief
Financial Officer, has evaluated the effectiveness of the Company’s disclosure controls and procedures, as defined in Rules 13a-15(e)
and 15d-15(e) of the Securities Exchange Act of 1934, as of June 30, 2008. Based on that evaluation, the Company’s Chief Executive
Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures were effective as of June 30,
2008.

There were no significant changes in the Company’s internal control over financial reporting during the quarter ended June 30,
2008, that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial
reporting.
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Part I1
Other Information

Item 1. Legal Proceedings

In the ordinary conduct of our business, we are subject to ordinary course routine litigation including periodic lawsuits,
investigations and claims, including environmental claims and employee-related matters. We also incorporate by reference the
information regarding contingencies in Note 21 to the Condensed Consolidated Financial Statements set forth in Part I, Item 1.
Although we cannot predict with certainty the ultimate resolution of lawsuits, investigations and claims asserted against us, we do not
believe that any of these currently pending legal proceedings to which we are a party will have a material adverse effect on our
business, financial condition or results of operations.

Except as set forth below, there were no material developments during the quarter in any of the legal proceedings identified in
Part I. — Item 3. “Legal Proceedings” of our 2007 Form 10-K and Part II. — Item1. “Legal Proceedings” of our quarterly report on
Form 10-Q for the quarter ended March 31, 2008:

On February 25, 2008, Western Refining Pipeline Company, or Western Pipeline, had Protests filed against its tariffs for its
16-inch pipeline running from Lynch, New Mexico to Bisti, New Mexico and connecting to Midland, Texas before the Federal Energy
Regulatory Commission, or FERC, by Resolute Natural Resources Company and Resolute Aneth, LLC, or Resolute, the Navajo
Nation and Navajo Nation Oil & Gas Company, or NNOG. On March 7, 2008, the FERC dismissed these Protests. Resolute and
NNOG then filed a request for reconsideration with the FERC, which the FERC denied confirming its earlier dismissal of these
Protests.

Item 1A. Risk Factors

An investment in our common shares involves risk. The acquisition of Giant has significantly changed the nature and scope of our
operations. A discussion of the risks we face can be found in our 2007 Form 10-K under Part I. — Item 1A. “Risk Factors” and in our
Quarterly Report on Form 10-Q for the quarter ended March 31, 2008 under Part II. — Item 1A. “Risk Factors.” In addition to the
other information in this report and our other filings with the SEC, you should carefully consider the following in evaluating us and
our business:

If the price of crude oil increases significantly or our credit profile changes, or if we are unable to access our revolving credit
facility 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 $800.0 million revolving credit facility and our $80 million L/C facility 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 facility or L/C facility, may have a material adverse
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 facility or L/C facility, 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.

We have a significant amount of indebtedness.

As of June 30, 2008, our total debt was $1,517.0 million and our stockholders’ equity was $724.6 million. We currently have an
$800.0 million revolving credit facility. As of June 30, 2008, the Company had net availability of $40.3 million due to $529.7 million
in letters of credit outstanding and $230.0 million in direct borrowings. This availability, combined with the availability under the
2008 L/C Credit Agreement, gave the Company total availability of $115.3 million at June 30, 2008. On August 5, 2008, we had
combined availability under the Revolving Credit Agreement and the 2008 L/C Credit Agreement of $184.0 million due to
$586.0 million in letters
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of credit outstanding and $110.0 million in direct borrowings. Our level of debt may have important consequences to you. Among
other things, it may:

. limit our ability to use our cash flow, 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 flow 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 and, to the extent of our outstanding debt
under our floating rate debt facilities, the impact of increases in interest rates.

We cannot assure you that we will continue to generate sufficient cash flow or that we will be able to borrow funds under our
revolving credit facility 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. Our refining margins have deteriorated in 2008 due to substantial increases in feedstock costs and lower increases in
gasoline prices. As a result, our earnings and cash flow have been negatively impacted. If our margins continue to deteriorate, or if our
earnings and cash flow continue 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 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 facility or the 2008 L/C 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, our existing stockholders could be diluted. We cannot assure you that we
will 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 facility, term loan facility and 2008
L/C Credit Agreement. See Part I. — Item 2. “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources — Working Capital” and Part I. — Item 2. “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 facility, term loan facility and 2008 L/C Credit Agreement 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 negative 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;
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. 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 specified financial ratios and to satisfy other financial tests,
including a new minimum EBITDA covenant for the six months ended September 30, 2008 and nine months ended December 31,
2008. Our ability to comply with these covenants will depend upon our ability to generate results similar to those in prior periods,
which will depend on factors outside our control, including crack spreads, which have worsened this year. 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 could be accelerated or we could be prohibited from borrowing for our working capital needs and
issuing letters of credit. If the loans 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. 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 facility or 2008 L/C Credit Agreement, we would need to seck additional financing, if available, or
curtail our operations.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

Average Maximum Number of
Price Paid Total Number of Shares that May Yet
per Share Shares Purchased as Be Purchased Under
Total Number of (Including Part of a Publicly the Plans or
Period Shares Purchased Commissions) Announced Program Programs
April 1 to April 30, 2008 $ N/A N/A
May 1 to May 31, 2008 N/A N/A
June 1 to June 30, 2008 (1) 1,764 15.07 N/A N/A
Total 1,764 15.07 N/A N/A
(1) These repurchases were in private transactions directly

with certain of our employees to provide funds to satisfy
payroll withholding taxes for such employees in
connection with the vesting of restricted shares awarded
under our Long-Term Incentive Plan. The repurchased
shares are now held by us as treasury shares.

On June 30, 2008, as part of the amendment to our credit facilities, we agreed not to declare and pay cash dividends to our common
stockholders until after December 31, 2009.

Item 4. Submission of Matters to a Vote of Security Holders

Our annual meeting of stockholders was held on May 22, 2008. As of April 2, 2008, there were outstanding 68,323,281 shares of
common stock, par value $0.01 per share of the Company, of which 64,852,915 shares were represented in person or by valid proxy.
The following directors were elected to serve a three-year term until the 2011 annual meeting of stockholders:

Director Votes For Votes Withheld Not Voted
Paul L. Foster 61,232,318 3,620,597 0
Carin M. Barth 63,952,541 900,374 0
L. Frederick Francis 63,955,137 897,778 0

In addition, Deloitte & Touche LLP was ratified as the Company’s independent registered public accounting firm for the fiscal year
ending December 31, 2008:

Votes for Votes Against Abstain Not Voted
64,627,765 166,220 58,930 0
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Item 6. Exhibits
Number Exhibit Title
10.1 First Amendment to Revolving Credit Agreement dated as of June 30, 2008, by and among Western Refining, Inc., the

10.2

10.3

31.1%*

31.2%

32.1%*

32.2%

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)

First Amendment to Term Loan 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 (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 July 1, 2008)

L/C Credit Agreement, dated as of June 30, 2008 among Western Refining, Inc., Bank of America, N.A., as
Administrative Agent and L/C Issuer and the lenders party thereto (incorporated by reference to Exhibit 10.3 to the
Company’s Current Report on Form 8-K, filed with the Securities and Exchange Commission on July 1, 2008)

Certification Statement of Chief Executive Officer of the Company pursuant to Section 302 of the Sarbanes-Oxley Act
0f 2002.

Certification Statement of Chief Financial Officer of the Company pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

Certification Statement of Chief Executive Officer of the Company pursuant to Section 906 of the Sarbanes-Oxley Act
0f 2002.

Certification Statement of Chief Financial Officer of the Company pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

Filed herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report on Form 10-Q for
the quarter ended June 30, 2008, to be signed on its behalf by the undersigned, thereunto duly authorized.

WESTERN REFINING, INC.
Signature Title Date
/s/ Gary R. Dalke Chief Financial Officer August 8, 2008
Gary R. Dalke (Principal Financial Officer)
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Exhibit 31.1

CERTIFICATION BY CHIEF EXECUTIVE OFFICER
Pursuant to Rule 13a-14(a) and 15d-14(a)

I, Paul L. Foster, certify that:

1.
2.

I have reviewed this quarterly report on Form 10-Q of Western Refining, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13-15(f) and 15d-15(f)) for the registrant and have:

a.  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability over financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: August 8, 2008

/s/ Paul L. Foster

Paul L. Foster
President and Chief Executive Officer
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Exhibit 31.2

CERTIFICATION BY CHIEF FINANCIAL OFFICER
Pursuant to Rule 13a-14(a) and 15d-14(a)

I, Gary R. Dalke, certify that:

1.
2.

I have reviewed this quarterly report on Form 10-Q of Western Refining, Inc.;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13-15(f) and 15d-15(f)) for the registrant and have:

a.  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability over financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c.  Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

d.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a.  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

b.  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: August 8, 2008

/s/ Gary R. Dalke

Gary R. Dalke
Chief Financial Officer

Source: Western Refining, In, 10-Q, August 08, 2008



Exhibit 32.1

CERTIFICATION BY CHIEF EXECUTIVE OFFICER
Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes Oxley Act of 2002

I, Paul L. Foster, President and Chief Executive Officer, of Western Refining, Inc. (the “Company”), certify, pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

1. The Quarterly Report on Form 10-Q of the Company for the quarter ended June 30, 2008 (the “Report”) fully complies with
the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Dated: August 8, 2008

/s/ Paul L. Foster
Paul L. Foster
President and Chief Executive Officer

Source: Western Refining, In, 10-Q, August 08, 2008



Exhibit 32.2

CERTIFICATION BY CHIEF FINANCIAL OFFICER
Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes Oxley Act of 2002

I, Gary R. Dalke, Chief Financial Officer of Western Refining, Inc. (the “Company”), certify, pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

1. The Quarterly Report on form 10-Q of the Company for the quarter ended June 30, 2008 (the “Report”) fully complies with
the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Dated: August 8, 2008

/s/ Gary R. Dalke
Gary R. Dalke
Chief Financial Officer

Created by 10KWizard _www.10KWizard.com

Source: Western Refining, In, 10-Q, August 08, 2008


http://www.10kwizard.com

	10-Q (Western Refining, Inc.) (August 08, 2008)
	10-Q - FORM 10-Q
	Part I
	Item 1. Financial Statements
	Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
	Item 3. Quantitative and Qualitative Disclosures About Market Risk
	Item 4. Controls and Procedures

	Part II
	Item 1. Legal Proceedings
	Item 1A. Risk Factors
	Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
	Item 4. Submission of Matters to a Vote of Security Holders
	Item 6. Exhibits

	SIGNATURES

	EX-31.1 (CERTIFICATION BY CHIEF EXECUTIVE OFFICER PURSUANT TO RULE 13A-14(A) AND 15D-14(A))
	EX-31.2 (CERTIFICATION BY CHIEF FINANCIAL OFFICER PURSUANT TO RULE 13A-14(A) AND 15D-14(A))
	EX-32.1 (CERTIFICATION BY CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 906)
	EX-32.2 (CERTIFICATION BY CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 906)


