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Glossary of Selected Industry Terms

Unless otherwise noted or indicated by context, the following terms used in this Annual Report on Form 10- K have the following meanings:

barrel or bbl A common unit of measure in the oil industry, which equates to 42 gallons.
blendstocks Various compounds that are combined with gasoline or diesel from the crude oil refining

process to make finished gasoline and diesel; these may include natural gasoline, FCC unit
gasoline, ethanol, reformate, or butane, among others.

Brent A light, sweet North Sea crude oil, characterized by an API gravity of 38 degrees and a sulfur
content of approximately 0.4% by weight that is used as a benchmark for other crude oils.

cardlock Automated unattended fueling sites that are open all day and are designed for commercial fleet
vehicles.

catalyst A substance that alters, accelerates, or instigates chemical changes, but is not produced as a
product of the refining process.

CO2 Carbon dioxide.
condensate Light hydrocarbons which are in gas form underground, but are a liquid at normal temperatures

and pressure.
crack spread A simplified calculation that measures the difference between the price for light products and

crude oil. For example, we reference the 4-1-2-1 crack spread, which is a general industry
standard that approximates the per barrel refining margin resulting from processing four barrels
of crude oil to produce one barrel of gasoline, two barrels of distillate (jet fuel and diesel), and
one barrel of fuel oil.

distillates Refers primarily to diesel, heating oil, kerosene, and jet fuel.
ethanol A clear, colorless, flammable oxygenated liquid. Ethanol is typically produced chemically from

ethylene or biologically from fermentation of various sugars from carbohydrates found in
agricultural crops and cellulosic residues from crops or wood. It is used in the United States as
a gasoline octane enhancer and oxygenate.

feedstocks Crude oil or partially refined petroleum products that are processed or blended into refined
products.

jobber A petroleum marketer.
LSFO Low sulfur fuel oil.
Mbbls Thousand barrels of crude oil or other liquid hydrocarbons.
Mbpd Thousand barrels per day.
MMbbls Million barrels of crude oil or other liquid hydrocarbons
MMcf Million cubic feet, a unit of measurement for natural gas.
MMcfd Million cubic feet per day.
MMcfe Million cubic feet equivalent which is determined by using the ratio of six Mcf of natural gas to

one Bbl of crude oil.
MMbtu Million British thermal units.
MW Megawatt.
Nelson Complexity
Index

A measure of the complexity of a given refinery compared to crude distillation, which is
assigned a complexity factor of 1.0. The index number is an indication of an oil refinery's ability
to process feedstocks, such as heavier and higher sulfur content crude oils, into value-added
products. Generally, more complex refineries have higher index numbers.

NGL Natural gas liquid.
NOx Nitrogen oxides.
refined products Petroleum products, such as gasoline, diesel, and jet fuel, that are produced by a refinery.
throughput The volume processed through a unit or refinery.
turnaround A periodically required standard procedure to inspect, refurbish, repair, and maintain a refinery.

This process involves the shutdown and inspection of major processing units and typically
occurs every three to five years.

single-point
mooring

Also known as a single buoy mooring, refers to a loading buoy that is anchored offshore and
serves as an interconnect for tankers loading or offloading crude oil and refined products.

SO2 Sulfur dioxide.
WTI West Texas Intermediate crude oil, a light, sweet crude oil, typically characterized by an API

gravity between 38 degrees and 40 degrees and a sulfur content of approximately 0.3% by
weight that is used as a benchmark for other crude oils.

yield The percentage of refined products that is produced from crude oil and other feedstocks, net of
fuel used as energy.



 

PART I
 

 
Item  1. BUSINESS

 
OVERVIEW

Par Pacific Holdings, Inc., headquartered in Houston, Texas, owns and operates market-leading energy and infrastructure businesses. Our
strategy is to acquire and develop energy and infrastructure businesses in logistically-complex markets.

Our business is organized into three primary operating segments:

1) Refining - We own and operate three refineries with total throughput capacity of over 200 Mbpd. Our refinery in Kapolei, Hawaii, produces
ultra-low sulfur diesel (“ULSD”), gasoline, jet fuel, marine fuel, low sulfur fuel oil (“LSFO”), and other associated refined products primarily for
consumption in Hawaii. Our refinery in Newcastle, Wyoming, produces gasoline, ULSD, jet fuel, and other associated refined products that are
primarily marketed in Wyoming and South Dakota. Our refinery in Tacoma, Washington, produces distillate, gasoline, asphalt, and other
associated refined products that are primarily marketed in the Pacific Northwest.

2 ) Retail - We operate 124 retail outlets in Hawaii, Washington, and Idaho. Our retail outlets in Hawaii sell gasoline, diesel, and retail
merchandise throughout the islands of Oahu, Maui, Hawaii, and Kauai. Our Hawaii retail network includes Hele® and 76® branded retail sites,
company-operated convenience stores, 7-Eleven operated convenience stores, other sites operated by third parties, and unattended cardlock
stations. During 2018, we completed the rebranding of 24 of our 34 company-operated convenience stores in Hawaii to “nomnom,” a new
proprietary brand. Our retail outlets in Washington and Idaho sell gasoline, diesel, and retail merchandise and operate under the “Cenex®” and
“Zip Trip®” brand names.

3) Logistics - We operate an extensive, multimodal logistics network spanning the Pacific, the Northwest, and the Rockies. We own and operate
terminals, pipelines, a single-point mooring (“SPM”), and trucking operations to distribute refined products throughout the islands of Oahu, Maui,
Hawaii, Molokai, and Kauai. We also own and operate a crude oil pipeline gathering system, a refined products pipeline, storage facilities, and
loading racks in Wyoming and a jet fuel storage facility and pipeline that serve Ellsworth Air Force Base in South Dakota. In Washington, we own
and operate a marine terminal, a unit train-capable rail loading terminal, storage facilities, a truck rack, and a proprietary pipeline that serves
McChord Air Force Base.

We also own a 46.0% equity investment in Laramie Energy, LLC (“Laramie Energy,”), a joint venture entity focused on producing natural gas in
Garfield, Mesa, and Rio Blanco Counties, Colorado.

O n January 9, 2018, we entered into an Asset Purchase Agreement with CHS Inc. to acquire twenty-one (21) owned retail gasoline,
convenience store facilities and twelve (12) leased retail gasoline, convenience store facilities, all at various locations in Washington and Idaho
(collectively, “Northwest Retail”). On March 23, 2018, we completed the acquisition for cash consideration of approximately $74.5 million (the “Northwest
Retail Acquisition”). The results of operations of Northwest Retail are included in our retail segment commencing March 23, 2018.

On August 29, 2018, following the announcement by IES Downstream, LLC (“IES”) that it was ceasing refining operations in Hawaii, we entered
into a Topping Unit Purchase Agreement with IES to purchase certain of IES’s refining units and related assets in addition to certain hydrocarbon and
non-hydrocarbon inventory (collectively, the “ Hawaii Refinery Expansion”). On December 19, 2018, we completed the asset purchase for approximately
$66.9 million, net of a $4.3 million receivable related to net working capital adjustments. The purchase price consisted of $47.6 million in cash and
approximately 1.1 million shares of our common stock with a fair value of $19.3 million. The results of operations of the acquired assets are included in
our refining segment commencing December 19, 2018.

On November 26, 2018, we entered into a Purchase and Sale Agreement to acquire U.S. Oil & Refining Co.  and certain affiliated entities
(collectively, “U.S. Oil”), a privately-held downstream business, for $358 million including working capital acquired (the “ Washington Refinery
Acquisition”). The Washington Refinery Acquisition includes a 42 Mbpd refinery, a marine terminal, a unit train-capable rail loading terminal, and 2.9
MMbbls of refined product and crude oil storage. The refinery and associated logistics network are located in Tacoma, Washington, and currently serve
the Pacific Northwest market. On January 11, 2019, we completed the Washington Refinery Acquisition for a total purchase price of $326.7 million,
including acquired net working capital, consisting of cash consideration of $289.7 million and approximately 2.4 million shares of our common stock
issued to the seller of U.S. Oil. The Washington refinery's results of operations are included in our refining and logistics segments commencing January
11, 2019.



Our Corporate and Other reportable segment primarily includes general and administrative costs. Please read Note 20—Segment Information to
our consolidated financial statements under Item 8 of this Form 10-K for detailed information on our operating results by segment.

Corporate Information

Our common stock is listed and trades on the New York Stock Exchange (the "NYSE") under the ticker symbol “PARR.” Our principal executive
office is located at 825 Town and Country Lane, Suite 1500, Houston, Texas 77024 and our telephone number is (281) 899-4800. Throughout this Annual
Report on Form 10-K, the terms “Par,” “the Company,” “we,” “our,” and “us” refer to Par Pacific Holdings, Inc. and its consolidated subsidiaries unless the
context suggests otherwise.

Available Information

Our website address is www.parpacific.com. Information contained on our website is not part of this Annual Report on Form 10-K. Our annual
reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and any other materials filed with (or furnished to) the U.S. Securities
and Exchange Commission (“SEC”) by us are available on our website (under “Investors”) free of charge, as soon as reasonably practicable after such
reports are filed with, or furnished to, the SEC. Alternatively, you may access these reports at the SEC’s website at www.sec.gov.

 

OPERATING SEGMENTS

 
Refining

Our refining segment buys and refines crude oil and other feedstocks into petroleum products (such as gasoline and distillates) at our Hawaii,
Wyoming, and Washington refineries.

Hawaii Refinery

Our Hawaii refinery is located in Kapolei, Hawaii, on the island of Oahu and is rated at 148 Mbpd throughput capacity with a Nelson Complexity
Index of 4.0. The Hawaii refinery’s major processing units include crude distillation, vacuum distillation, visbreaking, hydrocracking, naphtha
hydrotreating, and reforming units, which produce ULSD, gasoline, jet fuel, marine fuel, LSFO, and other associated refined products. We believe the
configuration of our Hawaii refinery uniquely fits the demands of the Hawaii market. The co-located refinery has two facility locations that are
approximately two miles from one another:

1) Par East - Our legacy refinery assets, which we have owned and operated since the acquisition in 2013 from Tesoro Corporation ("Tesoro,"
which changed its name to Andeavor Corporation prior to being purchased by Marathon Petroleum Company in October 2018).
2) Par West - The recently-acquired assets from IES.

We source our crude oil for the Hawaii refinery from North America, Asia, Latin America, Africa, the Middle East, and other sources. Crude oil is
transported to Hawaii in tankers then discharged through our SPM or third-party logistics networks. Our three underwater pipelines from the SPM allow
crude oil and refined products to be transferred to and from the Hawaii refinery.

Crude oil is received into the Hawaii refinery tank farm, which includes 2.4 MMbbls of total owned crude oil storage, and/or third-party crude oil
storage. We process the crude oil through various refining units into products and store them in the Hawaii refinery’s owned 2.5 MMbbls of refined and
additional third-party product storage. This storage capacity allows us to manage the various product requirements of our customers in the state of
Hawaii.

We finance our Hawaii refinery hydrocarbon inventories through our Supply and Offtake Agreements with J. Aron & Company LLC (“J. Aron”).
Under the Supply and Offtake Agreements, J. Aron holds title to all crude oil and refined product stored in tankage at the Hawaii refinery. We purchase
crude oil from J. Aron on a daily basis at market prices and sell refined products to J. Aron as they are produced. We repurchase these refined products
from J. Aron prior to selling them to third parties.



Set forth below are summaries of the capacity of our Hawaii refinery as of December 31, 2018:

            

Hawaii Refining Unit  Capacity (Mbpd)
Crude Units  148
Vacuum Distillation Units  75
Hydrocracker  19
Catalytic Reformer  13
Visbreaker  11
Naphtha Hydrotreater  13

            

Hawaii Refining Unit  Capacity
Hydrogen Plant (MMcfd)  18
Co-generation Turbine Unit (MW)  32

The Hawaii refinery operated at an average throughput of 74.9 Mbpd, or 78% utilization, to meet local demand for the year ended December 31,
2018. Below is a summary of our Hawaii refinery’s throughput percentage by type of crude oil and the product yield percentages for the years ended
December 31, 2018, 2017, and 2016:

 Year Ended December 31,
2018 2017 2016

      

Feedstocks throughput (Mbpd) 74.9  73.7  70.2
Source of crude oil:     

North America 35.0%  23.8%  41.7%
Asia 20.6%  23.1%  30.0%
Africa 32.4%  24.9%  13.7%
Latin America 1.0%  0.1%  3.9%
Middle East 11.0%  28.1%  10.7%

Total 100.0%  100.0%  100.0%

  
Yield (% of total throughput):      

Gasoline and gasoline blendstocks 27.1%  27.8%  26.8%
Distillates 47.4%  48.2%  44.7%
Fuel oils 17.8%  15.7%  20.1%
Other products 4.5%  5.0%  4.8%

Total yield 96.8%  96.7%  96.4%

Our Hawaii refining business transports refined products through our logistics network and sells to wholesale and bulk customers and to our retail
business in Hawaii. Wholesale customers include jobbers and other non-end users, as well as 33 fueling stations where operations and consumer pricing
are controlled by third parties. Bulk customers include utilities, military bases, marine vessels, industrial end-users, and exports.

The profitability of our Hawaii refining business is heavily influenced by crack spreads in the Singapore market. This market reflects the closest
liquid market alternative to source refined products for Hawaii. We believe the Singapore 4-1-2-1 crack spread (or four barrels of Brent crude oil
converted into one barrel of gasoline, two barrels of distillate (diesel and jet fuel) and one barrel of fuel oil) best reflects a market indicator for our Hawaii
refinery operations. During the course of 2018, the index exhibited high volatility with lows observed during the first quarter. The Singapore 4-1-2-1 crack
spread averaged $7.22 per barrel during 2018 with a low of $6.38 per barrel average in the first quarter and a high of $8.23 per barrel average in the
fourth quarter.



Below is a summary of average crack spreads for the years ended December 31, 2018, 2017, and 2016:

 Year Ended December 31,
 2018  2017  2016
4-1-2-1 Singapore Crack Spread

$ 7.22  $ 7.18  $ 3.74

We are building a new 10 Mbpd Diesel Hydrotreater ("DHT") unit for an estimated cost of $27 million and we estimate project completion and
startup to occur during the third quarter of 2019. The new unit is expected to allow us to convert an additional six to eight thousand barrels per day of
intermediate products into jet fuel and/or ULSD and help position us for new regulations regarding marine fuels to be implemented in 2020 by the
International Maritime Organization ("IMO 2020").

Wyoming Refinery

Our Wyoming refinery is located in Newcastle, Wyoming, on approximately 121 fee-owned acres, and is rated at 18 Mbpd throughput capacity
with a Nelson Complexity Index of 10.9. The Wyoming refinery’s major processing units include crude distillation, catalytic cracker, naphtha hydrotreating,
and reforming units, which produce gasoline, ULSD, jet fuel, and other associated refined products.

We source our crude oil for the Wyoming refinery from local producers in the Petroleum Administration for Defense District IV Rocky Mountain
(“PADD IV”) region of the United States as well as other North American sources. Most of the crude oil is delivered to the refinery via our owned pipeline
network and the rest is delivered by truck.

Crude oil is received into the refinery tank farm and crude oil terminals, which include 256 Mbbls of total crude oil storage. We process the crude oil
through various refining units into products and store them in the Wyoming refinery's 451 Mbbls of refined product tankage. The Wyoming refinery's
storage capacity allows us to manage the various product requirements of our customers in the states of Wyoming and South Dakota and other targeted
market destinations.

Set forth below is a summary of the capacity of our Wyoming refinery as of December 31, 2018:

Wyoming Refining Unit  Capacity (Mbpd)
Crude Unit  18
Residual Fluid Catalytic Cracker  7
Catalytic Reformer  3
Naphtha Hydrotreater  3
Diesel Hydrotreater  6
Isomerization  5

The Wyoming refinery operated at an average throughput of 16.4 Mbpd, or 91% utilization, for the year ended December 31, 2018. Below is a
summary of the Wyoming refinery's product yield percentages for the years ended December 31, 2018 and 2017, and for the period from July 14, 2016
(the date of acquisition) to December 31, 2016:

 
Year Ended

December 31,  
Year Ended

December 31,  
July 14, 2016 to
December 31,

 2018  2017  2016
      
Feedstocks Throughput (Mbpd) 16.4  15.5  15.8
Yield (% of total throughput):      

Gasoline and gasoline blendstocks 49.5%  51.9%  56.0%
Distillate 45.8%  42.8%  39.3%
Fuel oil 1.6%  2.2%  1.9%
Other products 0.8%  0.8%  1.0%

Total yield 97.7% 97.7% 98.2%

Our Wyoming refining business sells refined products through our logistics network to wholesale, bulk, and retail customers primarily in the
Rapid City, South Dakota, area. Products are also distributed by rail from our refinery to markets beyond our logistics network.



The profitability of our Wyoming refinery is heavily influenced by crack spreads in nearby markets. We believe our Wyoming refining operations
are best captured by the Wyoming 3-2-1 Index, or three barrels of WTI converted into two barrels of gasoline and one barrel of distillate (jet fuel and
diesel). We believe the Wyoming 3-2-1 crack spread, a 50%/50% blend of Rapid City 3-2-1 and Denver 3-2-1 (WTI based) crack spreads, best reflects a
market indicator for our Wyoming refining and fuel distribution operations. The Wyoming 3-2-1 Index averaged $22.69 per barrel during 2018 with a low
of $15.65 per barrel average in the first quarter and a high of $26.25 per barrel average in the third quarter.

Below is a summary of average crack spreads for the years ended December 31, 2018 and 2017, and for the period from July 14, 2016 (the
date of acquisition) to December 31, 2016:

 
Year Ended

December 31,  
Year Ended

December 31,  
July 14, 2016 to
December 31,

 2018  2017  2016
Wyoming 3-2-1 Index

$ 22.69  $ 21.80  $ 16.27

Washington Refinery

Our Washington refinery is located in Tacoma, Washington, on approximately 139 fee-owned acres, and is rated at 42 Mbpd throughput capacity
with a Nelson Complexity Index of 5.4. The Washington refinery's major processing units include crude distillation, vacuum unit, jet treater, diesel
hydrotreater, isomerization, and reforming units, which produce distillate, gasoline, asphalt, and other associated refined products that are primarily
marketed in the Pacific Northwest.

We source our crude oil for the Washington refinery primarily from Canadian and Bakken producers as well as other North American sources.
Most of the crude oil is delivered to the refinery via our owned unit train facility and the rest is delivered by barge.

Crude oil is received into the refinery tank farm, which includes 1.4 MMbbls of total crude oil storage. We process the crude oil through various
refining units into products and store them in the refinery's 1.5 MMbbls of refined product tankage. This storage capacity allows us to manage the various
product requirements of our customers in the state of Washington and other targeted market destinations.

Set forth below is a summary of the capacity of our Washington refinery as of December 31, 2018:

Washington Refining Unit  Capacity (Mbpd)
Crude Unit  42
Vacuum Unit  19
Naptha Hydrotreaters  10
Catalytic Reformers  6
Diesel Hydrotreater  8
Isomerization  4

Competition

All facets of the energy industry are highly competitive. Our competitors include major integrated, national, and independent energy companies.
Many of these competitors have greater financial and technical resources and staff which may allow them to better withstand and react to changing and
adverse market conditions.

Our refining business sources and obtains all of our crude oil from third-party sources and competes globally for crude oil and feedstocks. Our
Hawaii refinery, through our facility with J. Aron, has access to a large variety of markets for crude oil imports and product exports. Please read “Item 7.
— Management’s Discussion and Analysis of Financial Condition and Results of Operations — Commitments and Contingencies — Supply and Offtake
Agreements” of this Form 10-K for further information. Our Wyoming refinery sources its crude oil and feedstocks primarily from the PADD IV region of
the United States. Our Washington refinery utilizes an intermediation arrangement with Merrill Lynch and sources its crude oil and feedstocks primarily
from North Dakota and Canada.

Our Hawaii refinery product slate is tailored to meet local on-island demand. Outside the Hawaii market, our refined product sales from our
Hawaii refinery typically target the Eastern Asia and U.S. West Coast markets. Our Wyoming refinery



primarily sells refined products locally in the PADD IV region. Our Washington refinery primarily sells refined products in the Pacific Northwest region.

 
Retail

The retail segment includes 91 locations in Hawaii and 33 locations in Washington and Idaho where we set the price to the retail consumer. Of
these, 34 of the Hawaii locations and all 33 Washington and Idaho locations are outlets operated by our personnel and include various sizes of kiosks,
snack shops, or convenience stores. The remaining 57 Hawaii locations are cardlocks or sites operated by third parties where we retain ownership of the
fuel and set retail pricing.

We hold exclusive licenses within the state of Hawaii to utilize the “76” brand for retail locations. Since 2016, we have completed the rebranding
of 39 out of our 91 fueling stations in Hawaii to Hele, a new proprietary brand. All of the manned Hawaii locations and one cardlock are currently operated
under one of those brands (see table below). The “76” license agreement expires September 24, 2024, unless extended by mutual agreement. During
2018, we completed the rebranding of 24 of our 34 company-operated convenience stores in Hawaii to “nomnom,” a new proprietary brand. Our retail
outlets in Washington and Idaho operate under the “Cenex®” and “Zip Trip®” brand names.

As part of the Northwest Retail Acquisition, Par and CHS, Inc. entered into a multi-year branded petroleum marketing agreement for the
continued supply of Cenex®-branded refined products to the 33 acquired Cenex® Zip Trip convenience stores.

The following table shows our owned and leased retail outlets by location and type:

Location and Channel of Trade  “76” Brand  Hele Brand  
Cenex® Zip
Trip Brand  Unbranded  Total

Oahu           
Company operated  2  18  —  —  20
7-Eleven alliance  22  7  —  —  29
Fee operated  5  3  —  —  8
Cardlock  —  1  —  3  4

Oahu total  29  29  —  3  61
Big Island        

Company operated  3  6  —  —  9
Fee operated  3  —  —  —  3

Big Island total  6  6  —  —  12
Maui        

Company operated  1  4  —  —  5
Fee operated  2  —  —  —  2

Maui total  3  4  —  —  7
Kauai        

Fee operated  3  —  —  —  3
Cardlock  —  —  —  8  8

Kauai total  3  —  —  8  11
Total for Hawaii locations  41  39  —  11  91
           

Washington           
Company operated  —  —  25  —  25

Washington total  —  —  25  —  25
Idaho           

Company operated  —  —  8  —  8
Idaho total  —  —  8  —  8

Total for Washington and Idaho
locations  —  —  33  —  33
           

Total for Retail segment  41  39  33  11  124
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