




Fiv e-Y ear Fin anc i a l and Ope r at i ng H ig hl ig h ts 

I N TH OUSANDS . EXCE PT PER CEN TAGES. PER SH ARE AND OPE RAT I NG DAT A 

INCOME DATA 

CONT I Nu I NG 0 p E RAT I 0 N s N~t R~~~,;~~~ 
Gross Margin 
EB ITDA' 

D I SCONT I NUED O PER AT I ONS 

Operating Income 
lnteresl Expense (net) 
Pretax Income 
Provision for Income Taxes 
Net Earnings 
Earnings Per Share 

. . . . . . . . . . . . . . . . . . . . . 
Net Earnings (Loss) 
Earn ings (Loss) Per Share 

··········· ·· ···· ··· ··· ······················ ····· ······· weigh i ed · A~-~-~~ge·· sha~~~ - o~r·sra ~di~g··· 

Dividends Paid Per Share 

BALANCE SHEET 
·················· ······· ·· ··· w~~b~~g · c~pit~ i -· 

OPERATING SUMMARY 

CON TINUING OPC RA TI ONS 

Net Assets of Discontinued Operations 
Net Fixed Assets 
Total Assets 
Long-Term Debt 
Long-Term Debt as a %ofT otal Capital 
Stockholders ' Equity 
Book Value Per Share 
Return on Average Equity 

R.ai ~i;, g ························ cr~d~6ii/Nctth~~~ghp~t ( I3 1)D)2 .. 

Refinery Sourced Sales Barrels (BPD)2 

Average Crude Oil Costs (~/Bb l ) 
Refining Margin (11/Bbl) 

Reta il ············· r~dG~ ib~~ · sdd c000\)3 .. 

Op~~~ti~g i ;, c~ ~ ~ . 

Fuel Margins (11/Gal)3 

Merchandise Sales (II in ooo's) 
Merchandise Margins (%) 
Number of Units at End of Period 
Retail Fuel Volumes Sold as a % of 

Refi nery Source Sales Barrels3 

(Loss)( in ooo's) Refinin g 
Reta il 
Corporate 

Total 

c·~pi·t~ f · t~ ·p·~~d-i i ·~- ~ ~~ ···························· 
(in ooo's) Refi ning 

Retai l 
Corporate 

Total 

1 EB ITDA = Earnings before interesl expense, taxes. depreciation and amortization. 
2 Includes the Bloomfield Refin ery from October 1995. 
3 In the fourth quarter of 1\)96, certain operations previously reported as part of the Company's 

retail division were transferred to the refining division as part of a reorganization. The amounts 

renected here have been restated IO renee! this reorganization. 

$499,184 $ 332,888 $ 291,623 $ 313,187 $301,700 
137,320 98,617 96,134 103,418 81.372 
58,174 36,222 34,1 14 44,3 17 28,512 
39,730 20,638 20, 135 31,416 15,283 
11,547 9,267 10,072 4,279 7,118 
28,183 11,371 10,063 27,137 8, 165 
11,132 3,638 2,608 9,597 1,077 
17,051 7.733 7,455 17,540 7,088 

$ 1.52 $ 0.68 $ 0.61 $ 1.43 $ 0.58 

$ (13) $ 143 $ (2,934) $ (11,275) $ (9,505) 
$ $ 0.01 $ (024) $ (0.92) $ (O 78) 

11,220 11,479 12,127 12,225 12,23 1 
$ 0.20 $ 0.20 

.......................... . ...................... .. 

$ 21 ,541 $ 50,328 $ 86,4 16 $ 88,027 $ 47,200 
26,689 20,396 23,969 34,932 

213,545 198,562 137,958 134,904 137,2 13 
324,007 324,862 279,445 274,426 233,331 
113,081 142,676 11 6,090 117,270 86,884 

48.1% 56.5% 51.4% 52.5% 46.8% 
122,124 109.732 109,690 105,914 98,602 

$ 11 .00 $ 9.75 $ 9.15 $ 8.69 $ 8.07 
14.7% 7.2% 4.2% 5.8% 

........................................................................... 

. . . . . . . . . . . . . . . . . . . . . . . 

40,197 28.708 23,624 25,347 25,648 
38,814 27,430 23,054 24,412 24.477 

$ 21 .80 $ 18.41 $ 16.97 $ 18.09 $ 20.21 
$ 6.21 $ 5.13 $ 5.60 $ 6.69 $ 4.77 

105,797 107,394 115,887 103,277 105,961 
$ 0.185 $ 0.177 $ 0.178 $ 0.167 $ 0.141 
$ 49,129 $ 45.731 $ 42,656 $ 32,492 $ 28,200 

32% 33% 33% 33% 34% 
53 52 51 52 43 

18% 26% 33% 28% 28% 

$ 51,835 $ 27,425 $ 24.731 $ 40,503 $ 24,073 
3,647 6,264 6,997 4,0 14 2,848 

{15,752) (13,05 1) (11,593) (13,101) (11,638) 

$ 39,730 $ 20,638 $ 20,135 $ 31,416 $ 15,283 

$ 21,514 $ 63,318 $ 10.71 1 $ 7.788 $ 8,065 
14,018 10,265 8,889 94 1 

704 1,485 345 555 223 

$ 36,236 $ 75,068 $ 19,945 $ 9,284 $ 8,288 



rowth " - Tt does 

not just happen. It 

must be planned, 

measured and 

r ewa rd ed. G rowth is not only about 

increas ing th e top line - sa les, but i s 

also about incr eas ing th e bottom line 

profit and shareholder va lue. I have 

r ead sever al tim es r ecentl y th at an 

etern al commitm ent to th e top and bot

tom lin e is th e "new ticl~et" to success. 

Dear Fellow 
5 to c k_h o Ide r s: 

T his concept i s not a " new ti cket" at 

G iant as dedi ca ti on to profitabl e growth 

and th e bottom lin e has been th e defini

ti on of success since th e Compan y 

bega n in 1969. 

O ur co mmitm ent to thi s con

cept i s ev idenced by our fin ancial 

growth dur in g 1996. O ur earnings per 

share signifi ca ntl y in cr eased in 1996 to 

!li1.52 fr om !lio.69 in 1995. O ur cas h 

fl ow incr eased to !li3.68 per shar e in 

Tw o 

1996 from !li t. 98 per share in 1995. O ur 

r eturn on equity in 1996 w as 15% com

par ed to 7% in 1995, and our r eturn on 

assets w as 8% in 1996 compar ed to 5% 

in 1995. I am proud of th ese fin ancial 

r esults and proud of our loya l per son

nel w ho made these r esults poss ib le 

through th eir commitm ent to our 

strateg ic goa ls and our success. 

In 1996 we took some major 

steps to in cr ease our concentrati on on 



our core business and emphasize our 

strengths. W e disposed of underper-

fo rmin g and non-strateg ic assets , 

among th ese oil and gas assets that 

were sold for j\25,50o,ooo. W e 

reduced the Compan y's debt and 

improved our liquidity. Today, the 

Compan y enjoys its stronges t fin ancial 

positio n ever. 

O ur ex istin g oper ati ons were 

enh anced during th e yea r by th e 

successful integrati on of the Bloomfield 

refinery and Meridian crude oil ga th -

erin g operation s, both acquired in late 

1995. This success is measured by 

opera tin g and prod ucti on effi ciencies 

and administrative cos t sav in gs. 

We also acquired seven 

service stati ons in Jun e of 1996. This 

acquisition, along with the two service 

station/ co nveni ence sto r es we con-

structed, represents additional sales 

volumes for our refineries, improves 

our downstream integrati on, and gives 

us additional controll ed volumes in our 

primary mark et. In addition, we 

remode led 28 ex istin g stores that now 

conform to our new co nveni ence sto re 

concept. Some stores include deli 

opera ti ons, and all include an aggres-

sive mercha ndi sin g and marketin g 

program th at continu es to deliver 

significant profits from increased 

merchandise sa les. The perfo rman ce 

of our serv ice stat ion/ conveni ence 

stores constructed since 1990 contin

ues to signifi ca ntl y exceed the nat ional 

sales averages. 

G iant 's long-term growth 

strategy i s to become a multi-regional 

refining and market in g compa ny. As a 

result we will continu e to aggr ess ively 

search for added refining capac ity th at 

fits our well-defin ed criteria and 

strategic focus. Also planned for 1997 

are certa in projects in our current 

refining oper ati ons that will in crease 

our processing capacity. A nti cipated 

growth for our retail division is 

aggressive as we expect to acquire or 

const ru ct a minimum of 26 retail 

stores. D uring 1997 we w ill add to the 

momentum we began in 1996 and will 

continu e to fine tune and strength en 

ever y area of our operat ions. O ur 

co mmitm ent to th e bottom lin e will 

T II R I· f 

chann el us toward building on G iant 's 

good reputation with our cus tomer s 

and suppli ers, furthering our 

partner ships w ith loca l co mmuniti es, 

impl ementin g program s that will all ow 

us to use our str ength s to our advan-

tage and aggressively pursuing our 

acquisition strategy. 

O ur current strong financial 

position combined with continuing 

strong cas h flows puts us in a position 

to aggressively pursue opportuniti es 

th at w ill lead to G iant 's growth and will 

r esult in improvements to th e bottom 

line and shareholder va lue. 

We all look forwa rd to an 

exciting yea r in 1997 and to th e oppor-

tunity to aggr ess ive ly build on the 

foundation we es tab li shed in 1996. 

Thanl\s for your continu ed suppor t and 

confid ence in our personnel. our board 

of directors and our management tea m. 

Kindest Rega rd s, 

)AI\ \ES E. A CRif)G[ 

C hairm an of I he Board 



1\e(ining Growth 

he Compan y's two market ha ve hi s tori ca ll y been hi gher transportati on fl eet, givin g th e 

refin eri es, C i n iza th an th ose on th e G ulf and West coasts Company th e fl ex ibility to direc t th e 

and Bloomfield , as show n in th e graph "Refi nin g sa le of refin ed products into th e hi gh-

serve th e fas t- Margin s". The reasons in clud e: (t) th e es t va lue segments of th e market on a 

grow in g Four Corn ers market, the majority of the market is not directl y daily basis, and (3) effi ciencies reali zed 

area where New Mexico , Ar izona, served by petroleum product pipelin es; at the refin eries from the use of hi gh 

Colorado and Utah join . T he (2) a widely dispersed popu lat ion, quality , loca ll y ava il ab le crude oil and 

Compan y's refinin g margin s in this w hi ch is effectively served by G iant's natural gas liquid s. 

Roy Ar m e nt a 

Th e men and women of C, ian t's Crude O il C,a thering and Pipeline Operations often wor/; in 

remo te loca tions and inclement wea ther co nditions to bring crude oil to our refin eries. Roy 

Armenta, pipeline manager and a 23-year veteran in th e business, embodies th e enthusias

tic sp irit of th ese dedica ted individua ls. Th e new challenges and additional demands brought 

about by th e Bloomfield refin ery and 1\~ e ridian crude oil gathering acq uisitions were 

effectively and effi ciently handled by Roy and his hard- working tea m. 

F 0 U R 







The Bloomfi eld refin ery an 

M eridian crude oil gathering opera-

tions were acquired in late 1995. As 

anticipated, the integ rati on of th ese 

acquisitions into th e Company's ex ist-

in g refining operati ons in 1996 has 

resulted in cos t savings and operating 

efficiencies. Th ese savings and 

effi ciencies in clud e conso lidation of 

various operations, redu ced cost of 

raw materials, transportation cost 

savings, administrative cos t savings, 

better coo rdination of staffing, and 

production improve ments . During 

1996, th e Bloomfield refin ery con-

tributed ea rnings before interes t, taxes, 

depreciation and amortizatio n (EBIT-

DA) of i\24 million. 

Refin ery sales in creased to 

39,000 barrels per da y in 1996 as 

compared to 27,000 barrels per da y in 

1995. This is a result of th e acquisition 

of th e Bloom field refin ery. D urin g 

1997, th e Compan y plans to complete 

cap ital projects that will in crease 

refined prod uct outturn s by 2,500 bar-

rels per day. These projec ts in clude 

th e debottlenecking of th e reformer 

units at both the C ini za and Bloomfield 

refin eri es. In add iti on, th e Company 

plans to construct a deisopentani zer 

unit at th e C ini za refin ery that will 

process natural gas liquids , providing 

additional gaso lin e produ ction . As a 

res ult of st ronge r produ ct demand in 

REFINING MARGINS 
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th e market area and efficiencies real-

ized through th e acquisition of th e 

Bloomfield refin ery and Meridian 

crud e o il gathering operations, refinin g 

margins increased to i\6.21 per barrel 

in 1996 from i\5. 13 in 1995. In a year 

when overa ll U.S. refining margin s 

and results were ge nera ll y disappoint-

in g, th ese improvements and 

efficiencies resulted in EBfTDA from 

refin ery operations of i\63.4 millio n in 

1996 co mpared to i\35.8 milli on in 1995. 

T he refining business contin-

ues to chan ge at a rapid pace. As a 

5 E V EN 

result, th e Company continues to 

encounter competitive cha ll enges. 

Industry consolidation and proposal s 

for new pipelin es are two of these 

chall enges . During th e past year, fea -

sibility studies for new pipelin es into 

th e Company 's market area have been 

reported. Th e Company 's response to 

th ese deve lopm ents has been to 

in crease retail integ ration , develop 

longer-term supply arrangements w ith 

ex is ting custo mers , and a plann ed 

initiation of jobber/ fran chise progra ms, 

among others. These actions prov ide 

th e Compan y with in creased control 

ove r refinery volumes in its primary 

market area. 

Giant's long-term growth 

strategy is to become a multi-reg io nal 

refining and marketing compan y and to 

gain effi cien cies and economi es of scale 

through consolidatio n. The Company, 

th erefore, continu es to pursue refin ery 

acquisition opportunities. However , as 

was demonstrated with th e purchase of 

th e Bloomfield refin ery, th e o nl y goal 

of any acquisition is to in crease profits 

and s hareho lder value. 



PERFORMANCE OF G I ANT SERVICE STATION/CONVENIENCE STORES CONSTRUCTED 

SINCE 1990 SIGN I F I CANT LY EXCEEDS NATIONAL AVERAGES. 



Retail Growth 

he downstrea m bee n in creas in g steadily fo r th e past r e tail co ncep t. The "Retail Perfo rm ance 

integrati o n r esult- fiv e yea rs as compared to th e some- Comp ar ed to Nat iona l Averages" tabl e 

ing from Giant's tim es vo lati le r efining g ross profits . to fo ll ow reflects this performance. In 

r e tail operations Co ntributing s ignifi ca ntl y to this gross 1996, r8% of r e fin e ry sa les were mar-

provides co ntroll ed volume fo r a por- profit growth is th e performan ce of ke ted by Gia nt 's r e tail operations. The 

tion o f o ur r e fin e ry production and Giant's new serv ice station/ co nve - Compa ny's goa l is to aggressive ly 

co ntributes s tab ility to th e Company's ni e nce stores co nstructed since 1990 in crease this pe r ce ntage over th e nex t 

ea rnings. Re tail gross profits ha ve when th e Co mpan y adopted a new three years. 

Vergie Johns 

Often our retail s tores are th e public's on ly expos ure to Cjiant. Firs t impress ions are vital, 

so we pride ourselves on employees li ke Vergie Johns. For the past 12 years as Manager o( 

one o( our Cjallup, New i\~ ex ico stores, Vergie has demonstrated th e kind o( enthusiasm and 

professionalism to both customers and sta(( which give Cjiant its rep utation (or unmatched 

exce llence in customer service. 

NI N E 



Durin g 1996, G iant acq uired 

seven units in th e Four Corn ers 

mark et from Diamond Shamrock. Fuel 

sa les from th ese units add contro ll ed 

vo lum es to th e Co mpany's refin eri es. 

In additio n, it is anti cipated th at 

merchandi se sa les ca n be in creased 

s ignifi cantl y in th ese units. T he 

Co mpany also cons tructed two new 

se rvice s tati on/conveni ence s tores in 

1996 (A lbuquerqu e, New Mexico and 

Sedona, A ri zo na) and subs tanti all y 

remodeled 28 exis ting units. Th ese 

units now conform to G iant 's new 

conve ni ence s tore concept th at in cludes 

vivid graphi c des igns, new s ignage and 

improved li ghting. Some s tores in clud e 

de li operati ons, and all in clude an 

agg ress ive merchandi s in g and market-

ing prog ram th at continues to res ult in 

s igni fica nt sa les in creases. 

T he Company so ld eight retail 

units in 1996. Th ese sa les are part of 

an ongo in g plan for th e rev iew and 

disposa l of non-s trategic and under-

performin g assets. 

O perating in co me from retail 

operati ons decreased in 1996 to ~3 . 6 

million as compared to ~6.3 million in 

as a res ult of an increase in 

operatin g cos ts of ~3·5 milli on. The 
I 

increase in operatin g cos ts is primaril y 

attributab le to th e new hi gher cos t 

units th e Company has cons tructed and 

R ~ l /\ I l r E R F 0 R /V\ A N C E C 0 /V\ P A R E D 
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remodeled but w hose operat ions have 

not yet matured. As th ese units 

mature, th e Company ex pects th e gross 

profit to in crease s ignifi cantl y w hil e 

operatin g costs are expec ted to remain 

un changed or decrease. In additi on, 

ope rating cos ts in creased du e to new 

marke tin g concepts introduced durin g 

th e yea r such as limited se rvice at th e 

pum p and increased de li operati ons. 

The Co mpan y is currentl y eva luatin g 

T EN 

_ effec ti ve ness of th ese prog rams, 

along w ith all o th er costs in th e retail 

opera ti ons. 

Whil e G iant 's grow th 

st rategy in cludes the acqui s iti on of 

additi o nal refinin g capacity in markets 

o th er th an th e Four Corn ers, th e 

timin g of such acq ui s iti ons cann ot be 

predi cted. However , th e Co mpany ca n 

and will co ntinue to grow through its 

retail network . Capital ex penditure 

pl ans for 1997 include th e cons tructi on 

or acqui s it ion of a minimum of 26 

additi onal units. T he Co mpany is also 

s tudy ing th e developm ent of a 

jobber/ franchi se network and is con-

s iderin g proposa ls to brand ce rtain of 

its units w ith nati onal brand s. Th ese 

s trateg ies should prov ide s teady ea rn-

in gs as an offset to more vo latil e 

refinin g margin s and s hould enhan ce 

refin ery produ ct dis tributio n by 

ex panding retail opera ti ons and 

in creas in g retail sa les. 







iant intends to grow 

through th e acquisi-

tion of additional 

r efinin g ca pacity and 

th e construction and acquisition d new 

retail units. The Company intends to 

maintain a prudent ca pital structure 

while finan cing this growth. This trans-

lates into a long-term tar get ratio of 

to tal debt to total 

ca pital in th e range 

of 40-45%. While 

acquisitions may 

well increase this 

r ati o beyond th e 

Company 's target 

range, there wil l be 

a clea r strategy 

deve loped to bring 

the rati o back to th e 

target r ange. The 

Compan y is willing 

to consider selling 

equity or certain 

assets to expand th e 

co re business and 

Corporate Gro 

maintain i ts capi tal structure. During 

1996, as a r esult of strong operatin g 

cash nows and cash proceeds from th e 

sa le of th e Compan y's o il and gas 

assets, long-term debt was r educed by 

l\32 milli on. In add ition, due to strong 

earnings, eq uity grew by l\ 12.4 million . 

At December 31, 1996, th e tota l debt to 

total cap itali za ti on rati o was 48% as 

Jeannine Skipper 

compared to 57% at D ecember 31, 1995. 

This places Giant in th e best fin ancial 

pos ition in its history and in a favorabl e 

pos ition to finan ce growth. 

Cap ital expenditures w ere l\36 

milli on in 1996. Approximately 75% of 

th ese capital expenditures were in the 

discretionary growth ca tegor y with 

es timated rates of r eturn in excess of the 

Compan y's cost of 

ca pital. The 

Company's capital 

expenditures budget 

for 1997 is current-

ly projected at 

approx imately l\8o 

milli on. This budget 

includes funds for 

th e acquisition or 

construction of a 

minimum of 26 new 

r eta il units and the 

refin er y expansion 

projects discussed 

in other sections of 

this annual report. 

Our co rporate office in Scottsdale, Arizona houses a wide array of talented management and 

adm inistrative pe rson nel. Jea nnine Ski ppe r, a 15-year Corpora te Adm inistrat or, personifies 

the kind of fl exible and innovative peop le found here. Jeann ine provides sophistica ted word 

processing services to employees throughou t th e Co mpany. Sh e characterizes th e unselfish, 

devoted individual that Giant depends on to guarantee future grow th and success. 

TiliRTfEN 



Specia Employee it ion 

G IANT HAS ESTABLISHED SEVERAL AWARDS TO RECOGNIZE OUTSTANDING PERFORMANCE 

IN ITS EMPLOYEES. THE ALVIS J . MOORE AWARD , NAMED IN MEMORY OF GIANT"S FIRST 

EXECUTIVE VICE-PRESIDENT, IS GIVEN TO AN EMPLOYEE WHO VOLUNTEERS PERSONAL TIME TO 

IMPROVE THE QUALITY OF LIFE FOR OTHERS . THE CHAIRMAN ' S AWARD IS GIVEN TO AN 

INDIVIDUAL WHO DEMONSTRATES AN EXEMPLARY ACT OF CUSTOMER SERVICE . 

Sandra Barris 

ALV I S J MOORE AWARD 

A serious accident three years ago le(t a Ciniza refin ery 

employee in critical condition. He was (!own to medical fa cilities in 

A lbuquerque where his extended family joined him. Sandra Bar-ris, 

administrative supervisor, immediately provided help and compas

sion to this employee and his family . She also committed practical

ly every weekend (or two years to drive (rom Cjrants, New M exico 

to A lbuquerque, a 178-mi/e round trip, to provide support. 

In 1996 Sandra continued to aid the employee and his 

family by securing temporary housing, helping with iss ues and trou

bleshooting hos pital care. She made bi-weekly commutes to 

Albuquerqu e, spent holidays with the family and ensured the bes t 

poss ible care and conditions (or everyone involved. 

Cj iant is honored to have Sandra Barris as our (irst A lvis 

}. Moore A ward recipient. 

Ashley Bungert 

C H A I RMAN'S AWA RD 

A shley Bungert. Santa Fe store manager, has consistently 

demonstrated superior customer service and has been nominated 

several times (or this award. 

O n one occasion A shley encountered two distraught 

motorists by his Cjiant station. Their car had broken down while en 

route to their husband's and (ather's grave. Ashley loaned his own 

car on the spot to the elderly woman and her daughter so they could 

co ntinue the trip. Upon their return , Ashley not only had their car 

towed at his own expense, but also dr·ove them safely home. 

O n another occasion Ashley stopped by a Cj iant stor·e in 

Albuquerque early one Sunday morning to (ind police inves tigating 

a bomb threat. Officers checked the fa cility but found no evidence o( 

a bomb. Ashley, however, remained concerned (or our cus tomers' 

sa(ety even a{t er the police le(t. He continued to explore every nook 

and cranny and eventually discovered a suspicious object. He evac

uated the property and called the bomb squad. A lthough the device 

ultimately proved to be harmless, Ashley's co urage and persever

ance were ack..nowledged by the Rio Rancho Police Department. 

It 's a pr·ivilege to recognize Ashley Bungert as Cj iant's 

1996 Chairman's A ward winner. 

F OU Rl tEN 
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JAMES E. ACRIDGE (N*) 

Chairman, Pres ident and 
Chief Executive Officer 
Giant Industries, Inc. 

ANTHONY J. BERNITSKY 

President 
Sandia O il Company 

F. MICHAEL GEDDES (A) 

Chairman and Pres ident 
Geddes and Company 

FREDRIC L. HOLLIGER 

Executive Vice Pres ident and 
Chief Operating Officer 
Giant Industries, Inc. 

HARRY S. HOWARD (A*, C) 

Retired Pres ident and 
C hief Operating O fficer, 
American Can Company 

RICHARDT. KALEN , JR. (A, C*, N) 

President 
Ka len 6 Associates 
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(A) Audit Committee 
(C) Compensa tion Committee 
(N) Nominating Committee 
(*) Chairman of Committee 

And Officers 
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JAMES E. ACRIDGE 

Chairman , Pres ident and 
Chief Executive O fficer 

A. WAYNE DAVENPORT 

Vice Pres ident and 
C hief Financial O ffi cer 

MORGAN GUST 

Vice Pres ident and General Counsel, 
Secretary, and 
Vice Pres ident Administration 

FREDRIC L. HOLLIGER 

Executive Vice Pres ident and 
C hief O perating O ffi cer 
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CRAIG G. COLLEY 

Vice Pres ident 
Marketing 
Giant Industries Arizona, Inc. 

MARK B. COX 

Treasurer 
Giant Industries, Inc. 

MICHAELS. HARDY 

Vice Pres ident 
Transportation 
Giant Industries Arizona, Inc. 

DANIEL R. HORTON 

Division Manager 
Reta il Division 
Giant Industries Arizona, Inc. 

CARL D. SHOOK 

Vice Pres ident 
Corporate Planning and Evaluation 
Giant Industries Arizona, Inc. 

MONTE N. SWETNAM 

Vice Pres ident 
Refining Operations 
Giant Industries Arizona, Inc. 

LUKE 1<. WETHERS 

Vice Pres ident 
Supply 
Giant Industries Arizona, Inc. 

GUYW. YATES 

Vice Pres ident 
Corporate Plann ing and Development 
G iant Industries Arizona, Inc. 
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RESU tTS OF OPE RATIONS 

' COMPARISON OF THE YEARS ENDED 

DECEMBER 31, 1996 AND DECEMBER 31 , 1995 

The primary factors affecting tbe results of 'the Company's 1996 
continuing operations as compared to its 199S continuing operations 
are tme acquisition of the Bloomfield refinery in the beginning of the 
fourth quarter of 199s. an increase in 1996 refinery margins and the 
temporary suspension of operations at the C::Ompa~y's ethanol pro
duction plant during 1996. 

Tn early 1996, the Company approved a plan of disposition for its 
oil and gas assets. In August 1996, the Company completed the sale 
of substantiaUy all of these assets. The operations connected with 
these assets are classified as discontinued operations in the 
Company's consolidated financial statements for all years presented . . 

EARNINGS FROM CONTINUING OPERATIONS 

BEFORE INCOME-TAXES 

Earnings fr~m continuing operations before jncome taxes were 
528.2 million for the year ended December 31, 1996, an increase of 
approximately 516.8 million from 511-4 million for the year ended 
December 31, 199s.Ipe increase is primarily the result of the 
acquisition of the Bloomfield refinery and increases in average 
refinery margins of approxim~tely 21%. These increases were par
tially offset by increases' in operating and administrative costs. 

REVENUES 

Revenues for the yearended December 31, 1996, increased 
5166.3 million or so% to 5499.2 million from 5332.9 million jrf the 
comparable 199S period. Finished product sales of 5130.3 million 
from the Bloomfield refinery accounts for approximately 78% of the 
increase. Tn addition, a 19% increase in Ciniza refinery weighted 
average selling prices and a 10% increase in service station mer
chandise sales contributed to increased revenues. Offsetting these 
increases was a decline in third party sales from the Company's 
eth~nol plant due to a temporary suspension of operations 
during 1996. c 

The increas_e in service station merchandise sales is the result of 
a 9% increase in same store volumes and a net increase in sales 
during the year from fo~rteen units that have been' acquired or con
structed in the last twenty-four months over thirteen units that have 
been disposed of during the same period. 

The volumes of refined products sold through retail units 
decreased approximately 1% from 199S levels due to a IS% decline in 
volumes sold from the Company's travel center, offset in part by a 
2% increase in service station volumes. Jt is believed that travel 
center volumes have declined because of increased local competition 
due to the construction of several· new truck stops in tbe Company's 
market area· in the past several years. Service station volumes have 
increased due to a net increase in sales volumes during the year 

from the fourteen units that have ·been acquired or constructed in the 
last twenty-four months over the thirteen units that have been dis
posed of during the same period. This increase was offset by a' 
slight decline in same store volumes resulting from increased com
petition. Average monthly sales volumes during the last two years 
for the fourteen units acquired or constructed is approximately 
ISI,OOO gallons per month compared to 104,000 gallons per month 
for the thirteen units that have been disposed of. 

COST OF PRODUCTS SOLD 

For the year ended December 31, 1996, cost of products sold 
increased 5127.6 million or 54% to 5361.9 million from 5234.3 mil
lion in the corresponding 199S period. Cost of products sold of 
5101.0 million relating to the Bloomfield refinery accounts for 
approximately 79% of the incr-ease. Also contributing to increased 
costs was an 18% increase in average crude oil costs and a 12% 
increase in the cost of merchandise sales from the service stations. 
These increases were partially offset by a decrease in costs relating 
to the temporary suspension of operations at the Company"s ethanol 
plant and the liquidation of certain lower cost• crude oil UFO 
inventory layers which resulted in a reduction in cost of products 
sold of approximately-52.8 million in 1996 compared to a similar 
reduction of approximately 5o_;S million in 199s. 

OPERATING EXPENSES 

For the year ended December 31, 1996, operating expenses 
ipcreased 512.4 million or 24% to S64.3 million from 5SI.9 million in 
the year ended December 31, 199S· 

Operating expenses increased due to the acquisition of the 
Bloomfield refinery (18%) and for other operations (12%). The 12% 
increase for other operations is due to increases in payroll and 
related costs (6%), higher fuel costs at the Ciniza refinery (1%) and 
for various other expense increases (s%). Partially offsetting these 
increases was a decrease of 6% due ro the temporary suspension of 
operations at the ethanol plant. Payroll and other costs have 
increased due to annual wage increases and, in the retail operations, 
due to expanded programs such as twenty-four hour operations, 
fuel pump island attendant program, pay at the pump program, deli 
operations and store remodeling and expansion. 

DEPRECIATION AND AMORTIZATION 

For the year ended December 31, 1996, depreciation and amor
tization increased approximately 54.3 million or 32% to 517.6 million 
from 513.3 million in the same '99S period. The increase is primarily 
t~e result of the acquisition of the Bloomfield refinery, along with the 
addition of service station and transportation assets. 

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 

For the year ended December 31, 1996, selling, general and 
administrative expenses increased approximately 52.8 million or 
22% to 51S.6 million from 512.8 million in the corresponding 199S 
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period. The increase is primarily the result o nse accruals for 
incentive bonus plans (14%) , increases in payroll and related costs 
(5%), expense accruals for estimated severance tax assessments(2%) 
and increases in various other general expense Categories (lo%). 
These increases were pary-ially offset by 1996 expense reductions for 
decreases in estimated liabilities for self insured workman's com
pensation and property and cas1;1alty claims and other items(9%). 

INTEREST EXPENSE (INCOME) 

For the year ended December 31, 1996, interest expense 
increased approximately So.S million or 796 to $12.3 million from 
Srr.5 million in the same 1995 period. The increase is primarily 
related to the addition of certain variable rate long-term debt 
incurred to fin'ance the acquisition of the Bloomfield refinery, offset 
in part by a reduction in other long-term debt. 

For the year ended December 31, 1996, interest and investment 
income decreased approximately S1.4 mill-ion or 66% to So.S million 
from S2.2 million in 1995. The decrease is primarily due to a 
decrease in excess funds a~ailable for investment related to the 
acquisition of the Bloomfield refinery in October 1995 and, in 1996, 
to the use of operating cash flows and the proceeds from the sale of 
the Company's oil and gas assets for the payment of long-term debt 
and capital expenditures. 

INCOME TAXES 

Income taxes for the years ended December 31, 1996 and 1995 
were computed in accordance with Stat~ment of Financial 

, Accounting Standards ("SFAS") No. 109, resulting in effective tax 
rates of approximately 39% and 32%, respectively: The difference in 
the two rates is primarily due to alcohol fuel tax credits generated 
from the operation of the Company's ethanol plant, which tem
porarily suspended operations in October 1995, as well as coal 
seam gas t~ credits in 1995. 

DISCONTINUED OPERATIONS 

On August 30, 1996, the Company completed the sale of sub
stantially all of its oil and gas assets for S25.5 million. The ~ransac
tion was structured so that the Company retained only the oil and 
gas properties that will generate future coal seam gas tax credits 
under Section 29 of the Internal Revenue Code. The reserves relat
ed to these prop'erties will be produced by the buyer and tax credits 
will be realized by the Company. The net asset value assigned to 
these properties is approximately S4.3 million and is included in 
other assets and liabilities in the accompanying Consolidated 
Balance Sheet. The Company also · retai~ed an of&ce building and 
some equipment. Future coal seam gas tax credits, when earned, 
will be used to offset income taxes payable. 

Loss on the disposal of the oil and gas segment for 1996 is a loss 
on the sale of the oil and gas properties of approximately S IS,oo~. 
including a provision for income taxes of S53.ooo, offset by earnings 
from operations of approximately S5,000, including income tax ben
efits of S861,ooo. For 1995 and 1994, earnings (loss) from operations 
were S143,000, net of income taxes of S154,ooo,'and S(2,9J4,00o), 
net of income tax benefit of SI,J51,ooo, respectively. A pre-tax 
charge for a reduction of the carrying value of crude oil and n~ltural 
gas properties of S3,39s.ooo was recorded in 1994. 

OUTLOOK 

The Company intends to focus its efforts in 1997 on incr~sing 
and developing its retail operations through construction and acqui-

sition, while continuing , ek additional opportunities to expand 
refining capacity through acquisition and selected refinery projects. 
The Company's future results of operations are primarily dependent 
on producing and selling sufficient quantities of refined products at 
margins sufficient to cover fixed and variable expenses. 

COMPARISON OF THE YEARS ENDED DECEMBER 31 , 1995 

A'ND DECEMBER 31, 1994 

The primary factors affecting the results of the Company's 1995 
continuing operations as compared to its 1994 continuing operations 
were the acquisition of the Bloomfield refinery in the beginning of 
the fourth quarter of 1995, a decline in refinery margins, an increase· 
in refinery sourced sales volumes from the Ciniza refinery and the 
temporary suspension of operations at the Company's ethanol pro
duction plant in October 1995. 

EARNINGS FROM CONTINUING OPERATIONS 

BEFORE INCOME TAXES 

Earnings from continuing operations before income taxes were 
S11.4 million for the year ended December 31, 1995, an increase of 
S1.3 million from $10.1 tnillion for the year ended December 31, 1994. 

- The increase is primarily the result of the acquisition of the 
Bloomfield refinery, a 5% increase in Ciniza refinery finished prod
uct sales volumes and a 16% increase in service station merchandise 
sales. Thel;e increases Were partially offset by a 10% decrease in 
Ciniza refinery average margins and a decrease in third party sales 
volumes from the ethanol plant. 

REVENUES 

Revenues for the year-ended December31, 1995, increased S41.3 
million or 14% to S332.9 million from S291.6 million in the compa-

, rable 1994 period. Finished product sales of S29.5 million from the 
Bloomfield refinery accounts for approximately 71% of the increase. 
In addition, a 5% increase in Ciniza refinery finished product sales 
volumes, a 4% increase in Ciniza refinery weighted average selling 
prices and a 16% increase in service station merchandise sales con
tributed to increased revenues. Offsetting these increases were a 
decline in third party sales from the ethanol plant and an overall 
decline in other revenues from retail operations. 

The increase in Ciniza refinery finished product sales vofumes in 
1995 was partially the ~esult of a scheduled major maintenance turn
around started in March and completed in April1994 and an acci
dent at the refinery in July 1994 which reduced production for a 
pe~iod of approximately sixty days. The increase in service station 
merchandise sales is the result of increased same store sales and the 
addition of six units. The overall decline in other revenues from 
retail operations is primarily related to the sale of the Giant Express 
travel center in November 1994. 

The volumes of refined products sold through retail outlets 
decreased approxim~tely 796 from 1994 levels due to a 29% decrease 
in volumes sold from the travel cenjers, primarily related to the sale 
of the Giant Express, and a slight increase fn service station vol
umes resulting in part from the addition of six new units, offset by 
reduced volumes at some u~its due to increased competition and the 
sale or remodeling of several units. 

COST OF PRODUCTS SOLD, 

For the year ended December 31, 1995, cost of products sold 
increased S38.8 million or 20% to S234.3 million_ from S195.5 million 
for the corresponding 1994 period. Cost of products sold of $22.4 
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million relating to the Bloomfield refine , ounts for approximate-
ly 58% of the increase. Also contributing to increased costs was an 
8% increase in average crude oil costs and a 5% increase in the vol
ume of finished products sold from the Ciniza refinery, along with a 
15% increase in the cost of merchandise sales from the service sta
tions. The increase is partially offset by a decrease in costs relating 
to the temporary suspension of operations at the ethanol plant and a 
decrease in merchandise sales from the travel centers. 

OPERATING EXPENSES 

For the year ended December 31, 1995, operating expenses 
increased approximately ~0.1 million to ~5!.9 million from ~5r.8 mil
lion in the corresponding 1994 period. 

Operating expenses increased approximately 5% due to the 
acquisition of the Bloomfield refinery and 5% due to payroll and 
related costs for other continuing operations. Partially offsetting 
these increases were declines of approximately 4% due to the sale of 
the Giant Express, 2% due to the temporary suspension of opera
tions at the ethanol plant, 1% due to lower purchased fuel costs for 
the Ciniza refinery and }o/o due to various other expense decreases. 

DEPRECIATION AND AMORTIZATION 

For the year ended December 31, 1995, depreciation and amorti
zation increased ~r.r million or 9% to ~13.3 million from ~12.2 million 
in the corresponding 1994 period. The increase is primarily related 
to the acquisition of the Bloomfield refinery and the separate pur
chase of crude oil gathering operations in September 1995. 

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 

For the year ended December 31, 1995, selling, general and 
administrative expenses increased approximately ~0.9 million or 7% 
to ~12.8 million from ~1!.9 million in the corresponding 1994 period. 
The increase is primarily the result of a reduction in 1994 first 
quarter expenses from the recording of a ~r.o million insurance set
tlement relating to environmental costs incurred in prior years and 
higher payroll c:osts in the 1995 period. Offsetting these items was a 
reduction in expenses from no management incentive bonus being 
accrued in the 1995 period and reductions in 1995 expenses for a 
decrease in the estimated liability for self insured workmen's com
pensation claims and an adjustment in the estimated allowance for 
doubtful accounts. 

INTEREST EXPENSE (INCOME) 

For the year ended December 31, 1995, interest expense decreased 
approximately ~0.3 million or 3% to ~ rr.5 million from ~rr.8 million in 
the same 1994 period. The decrease is primarily related to the 
reduction of certain fixed rate long-term debt and the capitalization of 
interest in the 1995 period, offset in part by the addition of certain 
variable rate long-term debt incurred in part to Hnanc~ the acquisi
tion of the Bloomfield refinery. 

For the year ended December 31, 1995, interest and investment 
income increased approximately ~0.5 million or 29% to ~2.2 million 
from $!.7 million. The increase is primarily due to interest received 
on the refund of income taxes paid in prior periods and higher inter
est rates. These increases were partially offset by a decrease due to a 
decline in the amount of excess funds available for investment. 

INCOME TAXES 

[ncome taxes for the years ended December 31, l995 and 1994 

were computed in accordance with SFAS No. 109, resulting in 
effective tax rates of approximately 32% and 26%, respectively. The 

difference in rates e in part to the amounts of alcohol fuel tax 
credits generated in 1994 compared to 1995, relating to the tempo
rary suspension of operations at the Company's ethanol plant, as 
well as coal seam gas tax credits generated in each year, as they 
relate to varying amounts of annual income. 

DISCONTINUED OPERATIONS 

For the years ended December 31, 1995 and 1994, the Company's 
oil and gas operations ("Giant E6P") recorded net earnings of ~0.1 
million and a net loss of ~2.9 million, respectively. The improve
ment is primarily due to a writedown in the carrying value of crude 
oil and natural gas properties in the third quarter of 1994, and in 
1995, to increases in crude oil and natural gas production, along with 
an increase in crude oil selling prices, offset in part by a decline in 
natural gas selling prices. 

Revenues, including intercompany revenues of ~5.3 million in 
1995 and ~4.1 million in 1994, totaled ~8.4 million for the year ended 
December 31, 1995, an increase of ~2.4 million or 40% from the 
56.o million reported for the comparable 1994 period. This increase 
is due to a 51% increase in crude oil production, an 8% increase in 
average crude oil selling prices and a 15% increase in natural gas 
production. These increases were offset in part by a 24% decline in 
average natural gas selling prices. 

The increase in crude oil production is primarily the result of the 
acquisition of various crude oil producing reserves during 1995. The 
increase in natural gas production is due to a favorable 1994 year 
end adjustment of coal seam gas reserves sold in 1992, determined 
pursuant to an annual redetermination clause contained in the 1992 

purchase and sale agreement, which resulted in the addition of 
approximately 1,018 million cubic feet of natural gas reserves. 

For the year ended December 31, 1995, operating costs and 
expenses increased ~1.2 million or 18% to ~8.1 million from 56.9 

million in the comparable 1994 period primarily due to increases 
in production. 

LIQUIDITY AND CAPITAL RESOURCES 

CASH FLOW FROM OPERATIONS 

Net cash provided by operating activities of continuing opera
tions totaled ~42.8 million for the year ended December 31, 1996, 

compared to ~24.5 million for the comparable 1995 period. 
Operating cash Aows increased primarily as the result of the acqui
sition of the Bloomfield refinery. 

WORKING CAPITAL 

Working capital at December 31, 1996, consisted of current 
assets of ~86.5 million and current liabilities of 565.0 million, or a 
current ratio of 1.33:!. At December 31, 1995, the current ratio was 
r.86:1, with current assets of ~108.9 million and current liabilities of 
~58.5 million. The Company's current ratio has declined primarily 
as the result of using cash generated from operations and the sale of 
the Company's oil and gas assets for the payment of long-term debt 
and capital expenditures. 

Current assets have decreased since December 31, 1995, pri
marily due to decreases in the net assets of discontinued operations 
and inventories, offset in part by increases in cash and cash equiva
lents and accounts receivable. The net assets of discontinued 
operations have decreased because of the sale or reclassification of 
the net assets of the Company's oil and gas operations. Inventories 
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have decreased primarily as the result of pro g crude oil 
inventories. Cash and cash equivalents have increased in part from 
a net increase in operating cash flows, proceeds from the sale of the 
Company's oil and gas assets and borrowings on the Company's 
working capital line, offset by payments on long-term debt and for 
the acquisition of property, plant and equjpment. Accounts receiv
able have increased due to increases in trade receivables, resulting 
from higher sales volumes and prices, and excise-tax refunds due on 
product transfers to the Company's Albuque11que Termi~al. ' 
Current liabilities have increased due to an increase in accounts 
payable and accrued expenses. Accounts payable have increased 
primarily due to increases in the volume and C?St of raw materials. 
Accrued expenses have increased primarily as the result of a con
tingent payment related to the acquisition of the Bloomfield refinery 
and an increase in accruals for jncentive bonus and 401(k) plans. 

CAPITAL EXPENDITURES AND RESOURCES 

Net cash used in investing activities for the purcl)ase of proper
ty, plant and equipment and other assets totaled approximately S27.5 
million for the year 1996, including the acquisition of seven retail 
units; the construction of two and tile reconstruction or remodeling 
of twenty-eight retail units; the acquisition of finished product and 
crude truck transports; and upgrades and turnarounclexpenditures at 
the refineries. . 
- In addition, the Company accrued approximately S2.3 million for 

estimated preacquisition environmental liabilities assumed in the 
purchase of the Bloomfield refinery. The Company also accrued a 
contingent payment related to this acquisition of apprpximately S6.9 
million. Both of these an1ounts have been added to property, plant 
and equipment and allocated to the assets acquired. 

For 1996, the Company received proceeds of approxjmately S4.4 
million from the sale of eight operating service stations. A gain of 
approximately So.! million resulted from these sales. 

As described above, the Company completed the sale of sub
stantially all of its oil and gas assets in 1996 for S25.5 million. 

In October 1995, the Company temporarily closed its ethanol 
processing plant in Portales, New Mexico due to high grain prices. 
Based on current raw material and product prices, the Company 
currently plans to reopen the plant in 1997. 

The Company has budgeted approximately S8t.4 million for cap
ital expenditures in 1997. Of this amount, approximately S10.7 mil
lion is budgeted for non-discretionary projects that are required by 
law or regulation or to maintain the physical integrity of existing 
assets. These expenditures are primarily for operational and envi
ronmental projects at the refineries, including a major maintenance 
turnaround at the Bloomfield refinery scheduled for the second 
quarter of 1997. The remaining budget of S70.7 million is for discre
tionary projects to sustain or enhance the current level of opera
tions, increase earnings on existing or new business and to expand 
operations. The primary projects in this later category include retail , 
site acquisitions and the acquisition or construction of twenty-six 
retail units, capacity enhancement projects at the refineries and 
transportation facility and equipment upgrades. In addition to these 
budgeted amounts, the Company could incur an additional contin
gent payment related to the acquisition of the Bloomfield refinery, in 
accordance with the Bloomfield refinery acquisition agreement, if 
certain criteria are met. 

The amount of these capital projects that are actually undertaken 
in 1997' will depepd on, among other thing~. identifying acceptable 

\ 

acquisitions, general bu conditions and results of operations. 
The capital projects undertaken are expected to be funded from 
operating cash flows, future borrowings and lease financings. The 
Company is also actively pursuing the possible sale or exchange of 
non-strategic or underperforming assets. Future liquidity, both 
short and long-term, will continue to be primarily dependent on 
producing and selling sufficient quantities of refined products at 
margins sufficient to cover fixed and variable expenses. 

Changes in the tax laws, changes in federal and state clean air and 
clean fuel requirements and other changes in environmental laws and 
regulations may increase future capital expenditure levels. ln addition, 
the Company continues to investigate strategic acquisitions as well 
as additio~al capital improvements to its existing facilities. 

Much of the capital currently planned to be spent by the 
Company for environmental compliance is integrally related to 
operations or to operationally required projects. The Company does 
not specifically identify capital expenditures related to such projects 
on the basis of whether they are fqr e~vironmental as opposed to 
economic purposes. However, with respect to capital ~enditures 
budgeted primarily to satisfy environmental regulations, it is esti
mated that approximately So.7 million, So.5 million and So.6 million 
was spent in 1996, 1995 and 1994, respectively, and S2.2 million is 
expected to be spent in 1997. With respect to the Company's oper
ating expenses for environmental compliance, while records are not 
kept specifically identifying or allocating such expenditures, manage
ment believes1hat the Company incurs significant operating expense 
for such purposes. 

CAPITAL STRUCTURE 

At December 31, 1996 and 1995, the Company's long-term debt 
was 48.1% and 56.5% of total capital, respectively. The decrease is 
primarily due to the repayment oHong-term debt and an increase in 
stockholders' equity due to net earnings. At December 31, 1996 and 
1995, the Company's net debt (long-term debt less cash and cash 
equivalents) to total capitalization percentages were 45.1% and 54.8%, 
respectively. 

The Company's capital structure includes S!oo million of 9 y4% 
senior subordinated notes due in 2003 ("Notes"). Repayment of the 
Notes is jointly and severally guaranteed on an unconditional basis 
by the Company's direct and indirect wholly-owned subsidiaries, 
subject to a limitation designed to ensure that such guarantees do not 
constitute a fraudulent conveyance. Except as otherwise allowed in 
the Indenture pursuant to which the Notes were issued, there are 
no restrictions on the ability of such subsidiaries to transfer funds to 
the Company in the form of cash dividends, loans or advances. . 
General provisions of applicable state law, however, may limit the 
ability of any subsidiary to pay dividends or make distributions to 
the Company in certain circumstances. 

In October 1995, the Company entered into a Credit Agreement 
with a group of banks under which S3o.o million wa~ borrowed 
pursuant to a three-year unsecured revolving term facility to pro
vide financing for the purchase of the Bloomfield refinery. This 
revolving term facility has been repaid from cash on hand and 
proceeds from the sale of the Company's oil and gas assets. Th'e 
S3o.o million that was repaid is currently available for reborrowing 
under this facility for the acquisition of property, plant and equip
ment. This facility has a floating interest rate that is tied to various 
short-term indices. At December 31, 1996, this rate was approxi
mately 6.5% per annum. 
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Tn addition, the Credit Agreement c ns a three-year unse-
cured working capital facility to provide working capital and letters 
of credit in the ordinary course of business. The availability uqder 
this working capital facility is the lesser of (i) ~40.0 million , or (ii) 
tbe amount determined under a borrowing base calculation tied to 
eligible accounts receivable and inventories as defined in the Credit 

) ' 
Agreement. At December 31, 1996, the lesser amount was ~40.0 
million. This facility has a floating interest rate that is tied to various 
short-term indices. At December 31, 1996, this rate was approxi
mately 6.5% per annum. Direct borrowings under this arrangement 
were ~1o.o million at December 31, 1996, and there were ~16.0 mil
'lion of irrevocable letters of credit outstanding, primarily to secure 
purchases of raw materials. Borrowings under this facility are gen
erally higher at month end due to payments for raw materials and 
various taxes. The direct borrowings were repaid in early 
January 1997. ' ' 

The Credit Agreement contains certain covenants and restric
tions which require the Company to, among other things, maintain a 
minimum consolidated net worth; minimum fixed charge coverage 
ratio; minimum funded debt to total cap)dlization percentage; and 
places limits on investments, prepayment of senior subordinated 
debt, guarante~s. lien~ and restricted payments. The Credit 
Agreement is guaranteed by substantially all of the Company's 
direct and indirect wholly-owned subsidiaries. The Company is 
required to pay a· quarterly commitment fee based on the unused 
amount of each facility. 

fn 1996, the Com'pany prepaid its 10.91% senior unsecured note 
due to an insurance company from operating cash flows and the 
proceeds from the sale of the Company's oil and gas assets. 

The Company's Board of Directors has authorized the repur
chase of a total of 1.5 million shares of the Company's common 
stock o'r approximately 12% of all shares issued as of the inception of 
the repurchase program. These purchas~s may be made from time 
to time as conditions permit. Shares may be repurchased through 

, privately-ryegotiated transactions, block sha_re purchases and open 
market transactions. Tn 1?96. the Company' repurchased o.2 million 
shares of its common stock under this program for approximately 
~2~8 rrillion. From the inception of the repurchase program, the 
Company has repurchased 1.1 million shares at a weighted average 
cost of approximat~ly ~9.60 per share, including commissions, for a 
total cost of approximately ~10.8 million: These shares are treated as 
treasury shareS. 

Any repurchased shares are' available for a variety of corporate 
purposes. The number:' of shares actually repurchased will be 
dependent upon market condition; and there is no guarantee as to 
the exact number of shares to be repurchased by t,he Company. The 
Company may suspend or discontinue the program at any time 
without notice. 

On December f2,"996', the Company's Board of Directors 
declared a cash dividend on common stock of ~0.05 per share 
payable to stockholders of record on January 24, 1996. This divi
dend was paid on February 6, 1997. For the year !996, the Board of 
Directors declared cash dividends on common sto-ck totaling ~o.2o 
per share.' Future dividends, if any, are subject to the results of the 
Company's operations, existing debt covenants and declaration by 
the Company's Board of Directors. 

OTHER 

Federal, state and l~allaws and regulations relating to hea[th and 
the environment affect nearly aH of the operations of the Company. 
As is the case with all companies engaged in similar industries, the 
Company faces significant exposure from actual or potential claims 
and lawsuits involving environmental matters. These matters · 
include soil and water contamination, air pollution and personal 
injuries or property damage allegedly caused by s4bstances manu
factured~handled, used, released or disposed of by the Company. 
Future expenditures related to health and environmental matters 
cannot be reasonably quantified , in many circumstances for various 
reasons, including the speculative nature of remediation and cleanup 
cost estimates and methods, imprecise and conflicting data regarding 
the hazardous nature of various types of substances, the number of 
other potentially responsible parties involved, various defenses 

· which may be available to the Company and changing environmen -;: 
tal laws and interpretations of environmental laws. 

Rules and regulations implementing federal, state and local laws 
relating to health and the environment will continue to affect the 
operations of the Company. The 'Company cannot predict what 
health or environmental legislation or regulations will be enacted or 
become effective in the future or how existing or future laws or reg
ulations will be administered or enforced with respect to products or 
activities of the Company. Compliance with more stringent laws or 
regulations, as well as more vigorous enforcement policies of the 
regulatory agencies, could have an adverse effect on the financial 
position and the results of operations of the Company and could 
require substantial expenditures by the Company for the installation 
and operation of refinery equipment, poUution control systems and 
other equipment not currently possessed by the Company. 

Jn May 1991, the Environmental Protection Agency notified the 
Company that it may be a potentially responsible party for the 
release, or threatened release, of hazardous substances, pollutants or 
contaminants'at the Lee Acres (Landfill, adjacent to the Company's 
Farmington refinery. This refinery was operated until1982. 
Although a final plan of action for the Landfill has not yet been 
adopted by the Bureau of Land Management ("BLM"), the BLM 
has developed a proposed plan of action which it projects will cost 
approximately ~3.9 million to implement. This cost projection is 
based on certain assumptions which may or may not prove to be 
correct and is contingent on confirmation that the remedial actions, 
once implemented, are adequately addressing Landfill contamination. 
For example, if assumptions regarding groundwater mobility and 
contamination levels are incorrect, BLM is proposing to take addi
tional remedial actions with an estimated cost of approximately ~1.8 
million. Based on current information, the Company does not 
believe ·it needs to record a liability in relation to the BLM's pro
posed plan. In 1989, a consultant to the Company estimated, based 
on various assumptions, that t-he Company's share of potential 
liability could be app~ximately ~1.2 million. This figure was based 
upon estimated Landfill remediation costs significantly higher than 
those being proposed by BLM. The figure was also based on the 
consultant's evaluation of such factors as available clean-up tech
nology, BLM's involvement at the site and the number of other 
entities that may have had involvement at the site. The consultant, 
however, did not conduct an analysis of the Company's potential 
legal defenses and arguments including possible setoff rights. 
Potentially responsible party liability is joint and several, such that a 
responsible party may be liable for all of the clean-up costs at a site 
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even though the party was responsible for on mall part of such 
costs. Actual liability, if any, may differ significantly from the con
sultant's estimate. In addition, the Company is remediating a 
hydrocarbon plume that appears to extend no more than 1,8oo feet 
south of its inactive Farmington refinery. 

The Company has established an environmental liability accrual 
of approximately $3.0 million. Approximately $1.o million relates to 
ongoing environmental projects, including the remediation of the 
hydrocarbon plume described above and hydrocarbon contamination 
on and adjacent to 5.5 acres the Company owrs in Bloomfield, New 
Mexico. The remaining $2.0 million relates to an original,estimate 
of approximately $2.3 million, recorded in the second quarter of 
1996, for certain environmental obligations assumed in the acquisi
tion of the Bloomfield refinery. That amount was recorded as an 
adjustment to the purchase price and allocated to the assets acquired. 
The environmental accrual is recorded in the current and long-term 
sections of the Company's Consolidated Balance Sheet. 

The Company is subject to audit on an ongoing basis of the var
ious taxes that it pays to federal, state, local and tribal agencies. 
These audits may result in assessments or refunds along with 
interest and penalties. In some cases the jurisdictional basis of the 
taxing authority is in dispute and is the subject of litigation or 
administrative appeals. The Company has received several tax noti
fications and assessments from the Navajo Tribe relating to crude· 
oil and natural gas removed from properties located outside the 
boundaries of the Navajo Indian Reservation in an area of disputed 
jurisdiction, including a lSr.8 million severance tax assessment issued 
to Giant Arizona in November 1991. The Company has invoked its 
appeal rights with the Tribe's Tax Commission in connection with 
this assessment and intends to oppose the assessment. ft is the 
Company's position that if is in substantial compliance with laws 
applicable to the disputed area and, therefore, has accrued a liability 
in regards thereto for substantia)ly less than the amount of the orig
inal assessment. It is possible that the Company's assessments will 
have to be litigated by the Company before final resolution. In addi
tion, the Company may receive further tax assessments. 

The Company believes that local crude oil production currently 
approximates 98% of aggregate local crude oil demand. Secondary 
recovery projects implemented in 1996 in some units in the gather
ing area have increased local production. The Company is currently 
able to supplement local crude oil supplies with Alaska North Slope 
crude oil ("ANS") through its gathering systems interconnection 
with the·Four Corners and Texas-New Mexico common carrier 
pipeline systems. Based on projections of local crude oil availability 
from the field and current levels of usage of ANS, the Company 
believes an adequate crude oil supply will be available, without the 
use of significant additional supplemental supply alternatives, to sus
tain refinery operations at planned levels, at l~st through 1997. 

The Company continues to evaluate other supplemental crude oil 
supply alternatives for its refineries on both a short-term and long
term basis. Among other alternatives, the Company has considered 
malting additional equipment modifications to increase its ability to, 
use alternative crude oils and natural gas liquids and could install 
additional rail facilities to enable the Company to provide incremental 
crude oil and other intermediate feedstocks to supplement local sup
ply sources in the most cost effective manner. The Company under
stands that production of ANS is declining and is aware of proposals 
that would, at some time in the future, eliminate the shipping of ANS 
through the Four Corners pipeline system. fn such event, the 

Company has identified ial opportunities for accessing other 
supplemental crude oil supplies via this pipeline. fn addition, the Four 
Corner.s area produces significant amounts of natural gas liquids, 
most of which are currently shipped out of the area by pipeline. The 
Company will undertake several projects at its refineries in 1997 to 
increase its ability to utilize natural gas liquids, which historically are 
a lower cost feedstock than crude oil, in the production of gasoline. 
These 1997 projects should increase the amount of natural gasoline 
used by the Company's refineries by approximately 2,500 barrels 
per day and will result in the production of an equivalent number of 
barrels per day of additional gasoline. 

If additional supplemental crude oil becomes necessary, the 
Company intends to implement then available alternatives as neces
sary and as is most advantageous under the then prevailing condi
tions. The Company currently believes that the most desirable 
strategy to supplement local crude oil supplies, on a long-term 
basis, would be the delivery of supplemental crude oil from outside 
of the Four Corners area by pipeline. Such crude oil may be of 
lesser quality than locally avallable crude oils, and the Company 
believes such crude oil will generally have a delivered cost greater 
than that of locally available crude oil. Implementation of supple
mental supply alternatives may result in additional raw material 
costs, operating costs, capital costs, or a combination thereof in 
amounts which are not presently ascertainable by the Company but 
which will vary depending on factors such as the specific alternative 
implemented, the quantity of supplemental feedstocks required, and 
the date of implementation. Implementation of some supply alterna
tives requires the consent or cooperation of third parties and other 
,considerations beyond the control of the Company. . 

The Company is aware of a number of proposals or industry 
discussions regarding product pipeline projects that if or when 
undertaken and completed could impact portions of its marketing 
areas, either directly or indirectly. One of these projects, the expan
sion of the Emerald line into Albuquerque, is being implemented and 
is currently scheduled for completion in 1997. Another of these pro
posed projects would result in a refined products pipeline from 
southeastern New Mexico to the Albuquerque and Farmington 
markets. The various proposed projects involve new construction of 
connecting pipelines and in some cases the reversal of existing crude 
oil or natural gas liquids pipelines. The completion of some or all of 
these prqjects would result in increased competition by increasing 
the amount of refined products available, either directly or indirectly, 
in the Albuquerque and Farmington market areas. 

"Safe Harbor" Statement under the Private Securities Litigation 
Reform Act of 1995: This report contains forward-looking state
ments that involve risks and uncertainties, including but not limited 
to economic, competitive and governmental factors affecting the 
Company's operations, markets, products, service~ and prices; the 
adequacy of raw material supplies; the ability of the Company to 
successfully abate various tax assessments; the potential effects of 
various pipeline projects as they relate to the Company's market 
areas and future profitability and other risks detailed from time to 
time in the Company's filings with the Securities and Exchange 
CommissiGn. 
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December 3f, 

ASSETS 

Current assets: 
Cash and cash equivalents 
Receivables: 

Trade, less allowance for doubtful accounts of 
$254,000 and ~424,000 

[ncome tax refunds 
Other 

Inventories 
Prepaid expenses and other 
Net assets of discontinued operations 
Deferred income taxes 

. . . . . . . . . . . . . . . . . . . . . . \ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Total current assets 

Property, plant and equipment 
Less accumulated depreciation and amortization 

... ~- .. 

Other assets 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Current liabi lities: 
Current portion of long-term debt 
Accounts payable 
Accrued expenses 

Total current liabilities 

Long-term debt, net of current portion 
Deferred income taxes 
Other liabi lities 
Stockholders' equity: 

.....................• ··········· ( 

Preferred stock, par value ~.Of per share, lo,ooo,ooo shares 
authorized, none issued 

Common stock, par value ~.of per share, 50,ooo,ooo 
shares authorized, 12,22f,367 and 12,f88,629 shares issued 

Add itional paid-in capital 
Retained earnings 
Unearned compensation related to restricted stock 

Less common stock in treasury-at cost, f,f23,500 and 939,500 shares 

The accompanying notes are an integral part of these consolidated 
financial statements. 
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1996 

s 12,628 

25,014 

1,355 

4,395 

30,764 

38,226 

3,252 

1,636 

86,506 

322,260 

(108,715) 

213,545 

23,956 

s 324,007 

s 1,439 

35,754 

27,772 

64,965 
. . . . . . . . . . . . . . . . . . . . . . 

113,081 

19,042 

4,795 

122 

72,617 

60,170 

132,909 

(10,785) 

122,124 

I N TH OUSANDS 

1995 

$ 9,549 

22,264 

380 

1,381 

24,025 

42,581 

3,880 

26,689 

2,145 

108,869 

292,919 

(94,357) 

198,562 

17.431 

$ 324,862 

$ 4,063 

34,162 

20,316 

58,541 

142,676 

12,864 

1,049 

122 

72 ,389 

45,373 

(151) 

117,733 

(8,001) 

109,732 
.......................................... • ·• ·· 

s 324,007 $ 324,862 



Year Ended December 31, 
............. .. .................................... 

Net revenues 
Cost of products sold 

Gross margin 

Operating expenses 
Depreciation and amortization 
Selling, general and administrative expenses 

Operating income 

Interest expense 
Interest and investment income 
... ,...................... . ················· ························ .............................. . . 
Earnings from continuing operations before income taxes 

Provision for income taxes 

Earnings from continuing operations 

Discontinued operations: 
Earnings (loss) from oil and gas operations (net of taxes) 
Loss on disposal of oil and gas operations (net of taxes) 

Net earnings 

Earnings (loss) per common share: 
Continuing operations 
Discontinued operations 

. .. . .. •. .. ··· ···· 
Net earnings 

Weighted average number of shares outstanding 

The accompanying notes are an integral part of these consolidated 
financial statements. 
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IN T HOUS AND S EXCE PT SHA RES AND PER SII A RE DA TA 

1996 

s 499,184 

361,864 

137,320 

64,315 

17,673 

15,602 

39,730 

(12,318) 

771 

1995 

$ 332,888 

234,271 

98,617 

51,856 

13,345 

12,778 

1994 

$ 291,623 

195,489 

96,134 

51,823 

12,246 

11,930 
.................................. .. ........ , .. 

20,638 20,135 

(11,506) (11,805) 

2,239 1,733 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

28,183 

11,132 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

17,051 

(13) 

s 17,038 

s 1.52 

s 1.52 

11,220,380 

11,371 10,063 

3,638 2,608 
............................... .• ... 

$ 

$ 

7,733 

143 

7,876 

0.68 

0.01 

$ 0.69 

11,478,779 

7,455 

(2,934) 

$ 4,521 

$ 0.61 

(0.24) 

$ 0.37 

12,127,481 



IN THOUSANDS EXCEPT NUMBER OF SHARES 

Unearned 
Unearned com pen- Unrealized 
employee sation loss on Total 

Common stock Additional benefits related to securities stock-
Sh~~ Par paid-in Retained related to restricted available- ........ Tr~~u•y . st()(:k ...... holders 
issued value capital earnings ESOP stock for-sale Shares Cost equity 

........................... .. . .. .....• ..................................................................... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ' 
BALANCES, JANUARY 1, 1994 12,192,770 $ 122 $72.417 $ 35,852 $ (1,347) $ (1,130) $105,914 

Purchase of treasury stock 202,300 $ (1,652) (1,652) 

Stock options exercised 500 3 3 

Benefits allocated to 
employees by ESOP 833 833 

Compensation related to 
restricted stock awards 469 469 

Restricted stock award 
shares forfei ted (5,641) (47) 47 

Unrealized loss on 
securities available-
for-sale $ (398) (398) 

Net earnings 4,521 4,521 

BALANCES, DECEMBER 31 , 1994 12,187,629 122 72,373 40,373 (514) (614) (398) 202,300 (1,652) 109,690 

Purchase of treasury stock 737,200 (6,349) (6,349) 

Stock options exercised 1,000 8 8 

Benefits allocated to 
employees by ESOP 514 514 

Compensation related to 
restricted stock awards 8 463 471 

Dividends declared (2,876) (2,876) 

Change in unrealized loss 
on securities available-
for-sale 398 398 

Net earnings 7,876 7,876 
............... -~ .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
BALANCES, DECEMBER 31, 1995 12,188,629 122 72,389 45,373 (151) 939,500 (8,001) 109,732 

Purchase of treasury stock 184,000 (2.784) (2,784) 

Stock options exercised 32)50 216 216 

Compensation related to 
restricted stock awards 12 151 163 

Restricted stock award 
fractional shares 
redeemed/canceled (12) 

Dividends declared (2,241) (2,241) 

Net earnings 17,038 17,038 

BALANCES, DECEMBER 31 , 1996 12,221,367 s 122 s 72,617 s 60,170 s s s 1,1 23,500 $ {10,785) $122,124 

The accompanying notes are an integral part of these consolidated 
financial statements. 
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Year Ended December 31, 

Cash flows from operating activities: 
Ner earnings 
Adjustments to reconcile net earnings to 

net cash provided by continuing operating activities: 
Loss (earnings) from discontinued operations 
Depreciation and amortization 
Deferred income taxes 
Restricted stock award compensation 
Gain on involuntary conversion of refinery assets 
Increase (decrease) in other liabilities 
Other 
Changes in operating assets and liabilities: 

Increase in receivables 
Decrease (increase) in inventories 
Decrease (increase) in prepaid expenses and other 
Increase in accounts payable 
Increase (decrease) in accrued expenses 

Net cash provided by continuing operating activities 

Cash flows from investing activities: 
Refinery acquisition 
Purchases of property, plant and equipment and .other assets 
Proceeds from sale of property, plant and equipment and other assets 
Insurance proceeds from involuntary conversion of refinery assets 
Payments received on ESOP loan 
Purchases of marketable securities 
Proceeds from sales and maturities of marketable securities 
Proceeds from sale of discontinued operations 
Net cash (used) provided by discontinued operations 

. . . . . . . . . . . . . . . . . . . . . . . . 
Net cash used by investing activities 
'········ ........................................• ············································· ~ ....................... • 

Cash flows from financi ng activities: 
Proceeds of long-term debt 
Payments of long-term debt 
Purchase of treasury stock 
Deferred financing costs 
Payment of dividends 
Proceeds from exercise of stock options 

. ·· ··························· ·• 
Net cash (used) provided by financing activities 

. ············································· ........ ····· • · · 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents: 

Beginning of year 

s 

I N TH OUSANDS 

1996 
. ················•·· 

17,038 

13 

17,673 

6,514 

163 

470 

73 

{6,718) 

4,355 

647 

1,644 

883 

42,755 
....................... 

(27.468) 

4,587 

24,106 

{3,831) 

(2,606) 

10,000 

(42,218) 

(2,784) 

(2,284) 

216 

1995 
........................... •.. 

$ 7,876 

(143) 

13,345 

1,632 

471 

(328) 

57 

(2,513) 

(10,311) 

(1,563) 

15,096 

904 

24,523 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

(55,000) 

(22,978) 

2,588 

514 

35,991 

(6,150) 

(45,035) 

41,000 

(14,458) 

(6,349) 

(698) 

(2,302) 

8 

(37,070) 17,201 

3,079 (3,311) 

9,549 12,860 

1994 

$ 4,521 

2,934 

12,246 

(1,058) 

469 

(533) 

1,019 

341 

(7,200) 

(8,929) 

1,120 

5,037 

(2,121) 

7,846 

(17,165) 

5,611 

438 

833 

(101,562) 

100,849 

639 

(10,357) 

(3,025) 

(1,652) 

(100) 

3 

(4,774) 

(7,285) 

End of year s 12,628 $ 9,549 

20, 145 

$ 12,860 

Noncash Investing and Financing Activities. For the year ended December 31, 1996, the Company accrued 
~2,250,000 for estimated preacquisition environmental liabilities assumed in the purchase of the Bloomfield 
refinery and M,910,ooo was incurred as a contingent payment, also related to the acquisition of the Bloomfield 
refinery. Both of these amounts have been added to property, plant and equipment as an adjustment to the 
purchase price of the Bloomfield refinery. For the year ended December 31, 1995, two retai l units with a net 
book value of ~1.61},000 were exchanged for a finished products terminal and ~1 ,198,000 was incurred as a 
contingent payment related to the acquisition of the Bloomfield refinery. For the year ended December 31. 

1994, a portion of the acquisition price of nine retail units was seller financed for ~2 .917,000. 

The accompanying notes are an integral part of these consolidated 
financia l statements. 
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NOTE 1-DESCRIPTION OF BUSINESS AND 
SIGN I FICA NT ACCOUNTING POLICIES: 

ORGANIZATION 

Giant Industries, Tnc. ("Giant" or the "Company") was orga
nized to combine the refining and marketing business of Giant 
Industries Arizona, Inc. ("Giant Arizona") with the oil and gas 
business of Hixon Development Company ("Hixon") through a 
merger in December 1989 in which Giant Arizona and Hixon 
became wholly-owned subsidiaries of the Company. In conjunction 
with the merger, the Company completed its initial public offering. 
In 1990, Hixon was renamed Giant Exploration 6 Production 
Company ("Giant E6P"). 

fn early 1996, the Company approved a plan for disposition of its 
oil and gas business. On August 30, 1996, the Company completed 
the sale of substantially all of its oil and gas assets. (See Note 3 for 
further discussion.) 

DESCRIPTION OF BUSINESS 

The Company operates primarily as an independent refiner and 
marketer of petroleum products. The Company has two operating 
refineries in New Mexico. The Ciniza refinery, with a crude oil 
throughput capacity of 2o,8oo barrels per day ("bpd") and a total 
capacity including natural gas liquids of 26,ooo bpd, is located near 
Gallup, New Mexico. In October 1995, the Company acquired the 
Bloomfield refinery, with a crude oil throughput capacity of 18,000 
bpd and a total capacity including natural gas liquids of r8,6oo bpd, 
located in Bloomfield, New Mexico. (See Note 2 for further discus
sion.) The' Company also owns an ethanol production plant which 
supplies ethanol for blending- by the Company as well as for sale to 
third party customers. Due to high grain costs, this facility tem
porarily suspended operations in October 1995. Based on current 
raw material and product prices, the Company has reevaluated its 
options regarding this facility and currently plans to reopen the 
plant in 1997. 

The Company's principal business is the refining of crude oil 
into petroleum products which are sold through branded retail out
lets as well as through distributors, industriaVcommercial accounts 
and major oil companies. The Company is the largest refiner and 
one of the largest marketers of petroleum products in the Four 
Corners area of the southwestern United States where New 
Mexico, Arizona, Colorado and Utah adjoin. As an adjunct to its 
retail outlets, the Company sells merchandise through its stores. 

PRINCIPLES OF CONSOLIDATION 

The consolidated fjnanci(ll statements include the accounts of 
Giant and all its subsidiaries. All significant intercompany accounts 
and transactions haye been eliminated. 

USE OF ESTIMATES IN THE PREPARATION 

OF FINANCIAL STATEMENTS 

The preparation of financial statements in conformity with 
generally accepted accounting principles necessarily requires man
agement to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and the disclosure of contingent 
assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from these estimates. 

NET REVENUES 

Revenues are recognized from sales when product ownership is 
transferred to the customer. Excise and other similar taxes are 
excluded from net revenues. 

STATEMENTS OF CASH FLOWS 

All highly liquid instruments with an original maturity of three 
months or less are considered to be cash equivalents. 

FUTURES AND OPTION CONTRACTS 

The Company periodically enters into futures or option con
tracts to hedge its exposure to price fluctuations on crude oil and 
refined products. Gains and losses on hedge contracts are deferred 
and reported as a component of the related .transaction. For the pur
poses of the Statement of Cash Flows, hedging transactions are 
considered to be operating activities. 

INTEREST RATE SWAPS 

fn the past, interest rate management techniques such as swaps 
and caps were entered into in order to effectively manage and 
reduce net interest expense. Net settlements on swap transactions 
are reported as an adjustment to net interest expense over the life of 
the associated debt instruments. These debt instruments were repaid 
in 1996, and the remaining net settlement proceeds were recorded 
as an adjustment to interest expense. 

MARKETABLE SECURITIES 

All marketable securities were sold or matured in 1995. 
Marketable securities were stated at fair value which was generally 
estimated based on quoted market prices. Marketable securities 
were managed as part of the Company's short-term cash manage
ment program. 

CONCENTRATION OF CREDIT RISK 

Credit risk with respect to customer receivables is concentrated 
in a small geographic area in which the Company operates and 
relates to customers in the oil and gas industry. To minimize this 
risk, the Company performs ongoing credit evaluations of its cus
tomers' financial position and requires collateral. such as letters of 
credit, in certain circumstances. 
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INVENTORIES 

Inventories are stated at the lower of cost or market. Costs for 
crude oil and refined products produced by the refineries are deter
mined by the last-in, first-out ("UFO") method. Costs for 
exchange and terminal refined products and shop supplies are deter
mined by the first-in, first-out ("FTFO") method. Costs for mer
chandise inventories are determined by the retail inventory method. 

' 
PROPERTY, PLANT AND EQUIPMENT 

Property. plant and equipment are stated at cost and are depreci
ated on the straight-line method over their respective estimated 
useful lives. The estimated useful lives for the various categories of 
property, plant and equipment are: 

Buildings and improvements 
Machinery and equipment 
Pipelines 
Furniture and fixtures 
Vehicles 

7-30 years 
7-24 years 

30 years 
2-15 years 

3-7 years 

Routine maintenance, repairs and replacement costs are charged 
against earnings as incurred. Turnaround costs, which consist of 
complete shutdown and inspection of significant units of the refiner
ies at intervals of two or more years for necessary repairs and 
replacements, are deferred and amortized over the period until the 
nex1 expected shutdown w~ich generally ranges from twenty-four 
to forty-eight months depending on the type of shutdOwn and the 
unit involved. Expenditures which materially increase values, 
expand capacities or exlend useful lives are capitalized. Interest · 
expense is capitalized as part of the cost of constructing major facili
ties and equipment. 

TREASURY STOCK 

The Company's Board of Directors has authorized the repur
chase of up to t,500,ooo shares of the Company's common stock or 
approximately r2% of all shares issued as of the inception of the 
repurchase program. These purchases may be made from time to 
time as conditions permit. Shares may be repurchased through pri
vately-negotiated transactions, block share purchases and open 
market transactions. Through the end of r996. the Company had 
repurchased 1,1,23,500 shares at a cost of approximately ~10,785,000. 
These shares are being treated as treasury shares. 

ENVIRONMENTAL EXPENDITURES 

Environmental expenditures that relate to current operations are 
expensed or capitalized as appropriate. Expenditures that relate to an 
existing condition caused by past operations, and which do not con
tribute to current or future revenue generation, are expensed. 
Liabilities are recorded when environmental assessments and/~r 
remedial efforts are probable and the costs can be reasonably 
estimated. 

INCOME TAXES 

The provision for income taxes is based on earnings reported in 
the financial statements. Deferred income taxes are provided on 
temporary differences between the basis of assets and liabilities for 
financial reporting purposes and income tax purposes. 

EARNINGS (LOSS) PERC N SHARE 

Earnings (loss) per common share is computed on the weighted 
average n'umber of shares of common stock outstanding during each 
period. The exercise of outstanding stock options would not result 
in a material dilution of earnings per share. 

NEW ACCOUNTING PRONOUNCEM'ENTS 

[n March t995. the Financial Accounting Standards Board issued 
Statement of Fina~cial Accounting Standards ("SFAS") No. 121 
"Accounting for the Impairment of Long-Lived Assets and for 
Long-Lived Assets to be Disposed Of." The Company adopted 
this Statement in the first quarter of 1996 and based on an evaluation 
of its operations in accordance with the criteria specified in the 
Statement, determined that there was no material impact to the 
Company's financial position or results of operations. 

Tn October 1995, the Financial Accounting Standards Board 
issued SFAS No. 123 "Accounting for Stock Based Compensation." 
The Company determined that it will not change to the fair value 
method prescribed in the Statement and will continue to use 
Accounting Principles Board Opinion No. 25 for measurement and 
recognition of employee stock based compensation. SFAS No. 123 
requires additional disclosures to be made in the financial statements. 

In October 1996, the American Institute of Certified Public 
Accountants issued Statement of Position ("SOP") 96-r . 
"Environmental Remediation Liabilities." The Company has not 
completed the process of evaluating the impact that will result fro!lL 
adopting this SOP. However, management does not believe the 
adoption will have a significant impact on the Company's financial 
position or results of operations. SOP 96-1 is required to be 
adopted in the first quarter of 1997. 

RECLASSIFICATIONS 

Certain reclassifications have been made to the 1995 financial 
statements arid notes to conform to the statement classifications 
used in 1996. 

NOTE l-ACQUISITJON: 

On October 4, 1995. the Company completed the purchase of 
the Bloomfield refinery along with related pipeline and transporta
tion assets from Gary-Williams Energy Co. and its wholly-owned 
subsidiary, Bloomfield Refining Company ("BRC). -

Th_e purchase price was ~55.ooo.ooo plus approximately 
~7.500,000 for crude oil and refined products inventories associated 
with the refinery operations. The purchase agreement provides for 
potential contingent payments to be made to BRC over approxi
mately six years from the acquisition date, not to exceed a present 
value of ~25,00o,ooo, should certain criteria be met. These contin
gent payments are considered to be additional purchase price and 
will be allocated to the assets acquired in the same proportions as 
the original purchase price was allocated, not to exceed the estimat- ' ' 
ed current replacement cost, and amortized over the estimated 
remaining life of the assets. At December 31, 1996 and 1995. the 
Company had accrued S6.91o,ooo and ~1.198,ooo, respectively, 
under this arrangement relating to 1996 and 1995 operations. In 
addition, the Company accrued ~2,250,000 relating to certain envi
ronmental obligations assumed in the purchase. The above accruals 
have been recorded as additional purchase price and allocated to the 
assets acquired. 
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The following Statements of Earnin mpare the consolidated 
results of Giant, including the results of the Bloomfield refinery, for 
the year ended December 31, 1996, with the pro forma combined 
condensed statement of earnings of the Company and BRC ("Pro 
Forma") for the year ended December 31, 1995. The pro forma 
state,ment assumes the transaction was consummated January r, 
1995, and includes the results of operations of the Company and 
BRC. along with adjustments which give effect to events that are 
directly attributable to the transaction and which are expected to 
have a continuing impact. 

The unaudited pro forma combined condensed financial informa
tion does not purport to represent the results of operations that 
actually would have resulted had the purchase occurred on the date 
specified, nor should it be taken as indicative of the -future results 
of operations. 

STATEMENTS OF EARNINGS 

IN TH OUS AND S EXCEPT PER SHARE DATA 

Net revenues 
Cost of products sold 

Gross margin 

Operating expenses 
Depreciation and amortization 
Selling, general and administrative expenses 

Operating income 
• Tnterest expense, net and other 

Earnings from continuing operations 
before income taxes 

Provision for income taxes 
............................................................................ •.. 

Year Ended December 31, 

Giant Pro Forma 

1996 1995 

(Unaudited) 
s 499,184 $439.719 

361,864 313,353 

137,320 

64,315 

17,673 
15,602 

39,730 

11,547 

28,183 

11,132 

126,366 

61,504 

15,408 

14,339 

35,115 

12,229 

22,886 

8,118 

Earnings from continuing operations $ 17,051 $ 14,768 

Earnings from continuing operations per 
common share S 1.52 $ 1.29 

NOTE 3-DISCONTINUED OPERATIONS: 

Tn early 1996, the Company approved a plan of disposition for its 
oil and gas segment. The decision was based upon management's 
review of the prospects for this operation, which indicated that sub
stantial new capital would be necessary to further develop this busi
ness and reach an acceptable level of profitability and integration. 

The net assets of the oi l and gas segment at December 31, 1995. 
were approximately ~26,689,000, consisting primarily of oil and 
gas properties and related deferred taxes. 

On August 30, 1996, the Company completed the sale of sub
stantially all of its oil and gas assets for ~25,500,000. The transac
tion was structured so that the Company retained only the oil and 
gas properties that will generate future coal seam gas tax credits 
under Section 29 of the Internal Revenue Code. The reserves relat
ed to these properties will be produced by the buyer and tax credits 

will be realized b Company. The net asset value assigned to 
these properties is approximately ~4.30o,ooo and is included in 
other assets and liabilities in the accompanying Consolidated 
Balance Sheet. The Company also retained an office building and 
some equipment. Future coal seam gas tax credits, when earn~d. 
will be used lo offset income taxes payable. 

Revenues for the oil and gas operations in 1996, up to the dare of 
sale, were S6,89r,ooo and were ~8.363,000 and ~5.959,000 for the 
years 1995 and 1994, respectively. These revenues are not included 
in revenues as reported in the Consolidated Statements of Earnings. 

Loss on the disposal of the oil and gas segment for 1996 is a loss 
on the sale of the oil and gas properties of approximately ~18,ooo, 
including a provision for income taxes of ~53,000, offset by earnings 
from operations of approximately ~s.ooo, including income tax ben
efits of ~86r,ooo. For 1995 and 1994, earnings (loss) from operations 
were ~l4}.ooo, net of ircome taxes of ~154,000, and ~(2,934.000), 
net 'of income tax benefit of ~1.351,ooo, respectively. A pre-tax 
charge for a reduction of the carrying value of }:rude oil and natural 
gas properties of ~3.395,000 was recorded in 1994. 

Coal se<Jm gas tax credits generated from these operations in 
1996 of ~519,000 were allocated to discontinued operations. Similar 
tax credits generated in 1995 and 1994 of ~7oo,ooo and S63s.ooo, 
respectively, which could not be used on a separate return basis, 
were allocated to continuing operations based on the Company's tax 
sharing arrangement. 

NOTE 4-MARI<ETABLE SECURITIES: 

During 1995. all of the Company's marketable securities, which 
were classified as avai lable-for-sale as defined in SFAS No. 115, 
"Accounting for Certain Investments in Debt and Equity 
Securities," were sold or matured. 

Tn recording gains andJosses on the sale of marketable securi
ties, cost is determined using specific identification. In 1995. the 
Company realized gross losses of approximately ~3ro,ooo, offset in 
part by a ~2oo,ooo gain realized on the full payment of certain 
notes which had been written down by that amount in 1994 to 
reflect an estimated other than temporary impairment. 

NOTE 5-INVENTORIES: 

Inventories consist of the following: 

IN TH OUS AND S 

First-in, first-out ("RFO") method: 
Crude oil 
Refined products 
Refinery and shop supplies 

Retail method: 
Merchandise 

Subtotal 
Allowance for last-in, first-out ("UFO") method 

Total 

December 31. 

1996 

s 10,443 

22.462 

7.439 

2,768 

43,112 
(4,886) 

s 38,226 

1995 

$ 15,465 

17,605 

6,871 

2,721 

42,662 

(81) 

$ 42,581 

T WENTY -N INE 



The Company uses the UFO method of i ory valuation. 
The portion of inventories valued on a LIFO basis totaled 
525,887,ooo and 529,71o,ooo at December 31, 1996 and 1995, 
respectively. The following data will facilitate comparison with the 

! Operating results of companies using the FIFO method. ~ 
If inventories had been determined using the FIFO method at 

December 31, 1996, 1995 and 1994, net earnings and earnings per 
share for the years ended December 31, 1996, 1995 and 1994 would 
have been higher Oo:wer) by 52,883,000 and 5o.26, 5(268,ooo) and 
5(o.o2) and 5357,000 and 50.03, respectively. 

NOTE 6-PROPERTY, PLANT AND EQUIPMENT: 

Proper~, ,rlant and equipment, at cost, consist of the following: 

Land and improvements 
Buildings and improvements 
Machinery and equipment 
Pipelines 
Furniture and fixtures 
Vehicles 
Construction in progress 

. . . . . . . . . . . . . . . . . . . . . . . . . . 
Subtotal 

Accumulated depreciation and amortization 

Total 

, NC?TE3-ACCRUED EXPENSES: 

IN TH O U SA ND S 

December 31, 

1996 1995 

s 24,053 $ 21,582 
61,955 56,165 

195,964 178,301 
9,510 8,875 

16,568 15,195 
8,372 6,552 
5,838 6,249 

322,260 292,919 
(108,715) (94,357) 

s 213,545 $ 198,562 

Accrued expenses are comprised of the following:' 

Excise taxes 
Bloomfield refinery acquisition contingent 

payment 
Payroll and related costs 
Bonus, profit sharing and retirement plans 
Interest 
Other 

Total 

s 

s 

IN TH OUSA N DS 

December 31, 

1996 1995 

8,212 $ 8,608 

6,910 1,198 
3,804 3,975 
2,850 538 
1,267 1,390 
4,729 4,607 

27,772 $20,316 

NOTE 8-LONG-TE DEBT: 

Long-term debt consists of the following: 

IN TH OUSA N DS 

December 31, 

1996 1995 

9 y4% senior subordinated notes, due 
2003, interest payable semi-annually 

Unsecured credit agreement, due 1998, floating 
interest rate, interest payable quarterly 

s 100,000 $ 100,000 

10.91% senior unsecured note repaid October 1996 
Notes payable to others, collateralized 

by real estate, 9% to 11%, due 1996 to 
2010, interest payable monthly or annually 

8% secured promissory note, due 1996 to 
1997, interest payable quarterly 

Other 

10,000 31,000 
8,750 

2,208 3,645 

973 1,945 
1,339 1,399 

Subtotal 114,520 146,739 
Less current portion (1.439) (4,063) 

. . . . . . . . . . . . . . . . . , . . .. ... . . . , . . . 

Total s 113,081 $ 142,676 

Repayment of the 9 y4% senior subordinated notes (''Notes") is 
jointly and severally gu~ranteed on an unconditional basis by the 
Company's direct and indirect wholly-owned subsidiaries, subject 
to a limitation designed to ensure that such guarantees do not con
stitute a fraudulent conveyance. Except a_s otherwise allowed in the 
Indenture pursuant to which the Notes were issued, there are no 
restrictions on the ability of such s ubsidiaries to transfer funds to 
the Company in the form of cash dividends, loans or advances. 
General provisions of applicable State law, however, may limit the 
ability of any subsidiary to pay dividends or make distribUtions to 
the Company in certain circumstances. 
. No separate financial statements of the subsidiaries are included 

herein because the subsidiaries are jointly and severally liable; the 
aggregate assets, liabilities, earnings, and equity of the subsidiaries 
are substantially equivalent to the assets, liabilities, earnings, and 
equity of the Company on a consolidated basis; and the separate 
financial statements and other disclosures concerning the sub
sidiaries are not deemed material to investors. 

The Indenture supporting the Notes contains certain covenants 
• that, among other things, restrict the ability of the Company and its · 

subsidiaries to create liens, incur or guarantee debt, pay dividends, 
sell certain assets or subsidiary stock, engage in certain mergers, 
engage in certain transactions with affiliates or alter the Company's 
current line of business. At December 31, 1996, the Company was 
in compliance with these covenants. Tn addition, the Company is, 
subject to certain conditions, obligated to offer to purchase a pOrtion' 
of the Notes at a price equal to roo% of the principal amount thereof. 
plus accrued and unpaid interest, if ~ny, to the date of purchase, with 
the net cash proceeds ·of certain sales or other dispositions of assets. 
Upon a change of control, the Company will be required to offer to 
purchase all of the Notes at 101% of the principal amount thereof, 
plus accrued interest, if any, to the date of purchase. At December 

' 
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31, 1996, retained earnings available for 3ends under the terms of 
the Indenture was approximately $16,123,000. 

In October 1995, the Company entered into a Credit Agreement 
with a group of banks under which 1>30,000,000 was borro«red 
pursuant to a three-year unsecured revolving term facility to pro
vide financing for the purchase of the Bloomfield refinery. At 
December 31, 1996, this revolving term facility had been repaid. The 
S3o,ooo,ooo that wa~ repaid is currently available for reborrowing 
under this facility for the acquisition of property, plant and equip
ment. This facility has a floating interest rate that is tied to various 
short-ter-m indices. 

In addition, the Credit Agreement contai9s a three-year unse
cured ,working capital facility to provide working capital and letters 
of credit in the ordinary course of business. The availability under 
this working capital facility is the lesser of (i) S4o,ooo,ooo, or (ii) 
the amount determined under. a borrowing base calculation tied to 
eligible accounts receivable an~ inventories as defined in the Credit 
Ag~eement. At December 31, 1996, the lesser amount was 
S4o,ooo,ooo. At December 31, 1996, direct borrowings under this 
arrangement were Slo,ooo,ooo and there were S15,928,ooo of 
irrevocable letters of credit outstanding. This facility has a floating 
interest rate that is tied to various short-term indices and was 6.5% 
per annum at December 31, 1996. 

The Company is required to pay a quarterly commitment fee 
based on the unused amount of each facility. 

The Credit Agreement contains .certain covenants and restric
tions which require the Company to, among other things, maintain a 
minimum consolidated net worth; minimum fixed charge coverage 
ratio; minimum funded debt to total capitalization percentage; and 
places limits on investments, prepayment of senior subordinated 
debt, guarantees, liens and restricted payl)lents. At December 31, 
1996, the Company was in compliance with these covenants. The 
Credit Agreement is guaranteed by substantially all of the 
Company's wholly-owned-subsidiaries. 

On October f7, 1996, the 10.91% senior unsecured note due to an 
insurance company was repaid. ln 1996, 1995 and 1994, the 
Company's interest expense was reduced by approximately 
1>363,000, $242,000 and S288,ooo, r~pectively, as a result of 
amortizing the proceeds received from a terminated interest rate 

I 

swap agreement that was related to this note. At December 31, 
1996, the balance o( the deferred swap proceeds was fully amortized 
due to the repayment of the 10.91% note. 

Aggregate annual maturities of long-term debt as of December 
31, 1996 are: 1997 - $1,439,000; 1998 - $10,395,000; 1999 -
$1,530,ooo; 2000 - 1>49,000; 2001 - S56,ooo; and all years there
after - $to1,051,ooo. 

NOTE 9-FINANCIAL INSTRUMENTS 
AND HEDGING ACTIVITY: 

The following disclosure of the estimated fair value of financial 
instruments is made in accordance with the requirements of SFAS 
No. 107, "Disclosures about Fair Value of Financial Instruments" 
and SFAS No. H9, "Disclosures about Derivative Bnancial 
Instruments and Fair Value of Financial Instruments." The estimat
ed fair value amounts have been determined by the Company using 
available market information and valuation methodologies described 
below. However, considef?ble judgment is required in interpreting 

market data to de the estimates of fair value. Accordingly, the 
estimates presented herein may not be indicative of the amounts that 
the Company could realize in a current markeJ exchange. The use of 
different market assumptions or valuation methodologies may have a 
material effect on the estimated fair value amounts. 

The carrying amounts and estimated fair values of the 
Company's financial instruments are as follows: 

. . . .. . .. . . .. . . .. . . .. ~ - . . 

Balance Sheet-Financial 
Instruments: 

Fixed rate long
term debt 

1996 

Carrying Estimated 
Amount Fair Value 

I N TH OUSANDS 

December 31, 

1995 

Carrying Estimated 
Amount Fair Value 

s 104,449 s 108.491 $ 115,637 $ 116,259 

The carrying values of cash and cash equivalents, receivables, 
accounts payable and accrued expenses approximate fa(r values due 
to the short-term maturities of these instruments. Variable rate 
long-term debt instruments are estimated to approximate fair values 
as rates are tied to short-term indices. 

FIXED RATE LONG-TERM DEBT 

The fair value of fixed rate long-term debt was determined using 
quoted market prices, where applicable, or estimated by discounting 
future cash flows using rates estimated to be currently available for 
debt of similar terms and remaining maturities. 

HEDGING ACTIVITIES 

The Company purchases crude oil futures contracts and options 
to reduce price volatility. to fix margins in its refining and marketing 
operations and to protect against price declines for excess inventory 
volumes. These contracts permit settlement by delivery of com
modities and, therefore, are not financial instruments, as defined by 
SF AS No. 105. , 

The Company uses these contracts in its hedging activities. At 
December 31, 1996, the Company's hedging activities had futures 
contracts maturing in 1997 covering 16,000 barrels of crude oil. At 
December 31, 1995, the. Company's hedging activities had futures 
contracts maturing in 1996 covering 85,000 barrels of crude oil and 
options had been purcliased on 240,000 barrels of crude oil. The 
crude oil options provided the Company downside protection on a 
portion of crude oil barrels in inventory in excess of current operat
ing needs. The crude oil futures contracts qualify as hedges and any 
gains or losses resulting from market changes are substantially offset 
by losses or gains on the Company's hedging contracts. Gains and 
losses on hedging contracts are deferred and reported as a compo
nent of the related transaction. Net deferred (losses)/gains for the 
Company's petroleum hedging activities were approximately 
s(3o,ooo) and Sn6,ooa at December 31, 1996 and 1995. respectively. 

The Company is exposed to loss in the event of nonperformance 
by the other parties to these contracts. However, the Company 
does not anticipate nonperformance by the counterpartles. 
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NOTE 10-1 NCOME TAXES: 

The provision for income taxes is comprised of the following: 

I N TH O U SA ND S 

Year Ended December 31, 

1996 1995 1994 
....................... , ... 

Current: Federal $ 3,712 $ 1,140 $ 3,283 

State 906 866 385 

Deferred: Federal 5,471 1,438 (1,189) 

State 1,043 194 129 

$11,132 $ 3,638 $ 2,608 

Income taxes paid in 1996, 1995 and 1994 were 1i8,909,000, 5o, 
and 1i5,379,000, respectively. 

Deferred income taxes are provided to reflect temporary differ
ences in the basis of net assets for income tax and financial reporting 
purposes. The tax effected temporary differences and credit carry
forwards which comprise deferred taxes are as follows: 

N~~d~d~~tibi~ - ~~~~~i~ - f~~ ---·········· · · · 

A reconciliation of th erence between the provision for 
income taxes and income taxes at the statutory U.S. federal income 
tax rate is as follows: 

Income taxes at the statutory U.S. 
federal income tax rate 

Increase (decrease) in taxes 
resulting from: 

State taxes, net 
General business credits, net 
Federal tax credits from 

nonconventional fuel 
Other, net 

IN TH O U SA N DS 

Year Ended December 31, 

1996 

$ 9,864 

1,346 

{78) 

$11,132 

1995 

$3,980 

563 

(679) 

(700) 

474 

$ 3,638 

1994 

$ 3,522 

505 

(910) 

(635) 

126 

$ 2,608 

IN TH O U SAND S 

December 31, 
....................................... 

1995 

Total 

uncollectible receivables 
[nsurance accruals 
[nsurance settlements 

$ 101 $ 
373 

101 
373 
213 
208 
617 

$ 168 

597 

106 

130 

616 

$ 168 

597 

O ther nondeductible accruals 
O ther reserves 
Inventory costs capitalized 

for income tax purposes 
O ther 

Total current 
............................................ . .... 

Other nondeductible accruals 
~estricted stock awards 
Operating lease 

213 
208 
617 

124 

1,636 

1,114 

$ (938) 
(25,717) 

124 

1,636 

1,114 

137 
391 

2,145 

349 

$ (28) 

Accelerated depreciation 
Other 27 (1,664) 

(938) 
(25,717) 

(1,637) 
8,136 

42 

8,708 

(1,003) 

(19,953) 

(979) 

If ax credit carryforwards 8,136 

Total noncurrent 

Total 

9,277 (28,319) (19,042) 9,099 

$ 11,244 

(21,963) 

$ (21,963) $10,913 

At December 31, 1996, the Company had a minimum tax credit 
carryforward of approximately 1i5.537,ooo available to offset future 
income taxes payable to the extent regular income taxes payable 
exceeds alternative minimum taxes payable. Minimu,m tax credits 
can be carried forward indefinitely. 

At December 31, 1996, the Company also had approximately 

$ (28,319) s (17,406) 

52,599,000-of general business credits available to offset future 
regular taxes payable. Pursuant to Federal income tax law, these 
carryover credits must be used before any minimum tax credit 
carry- forWard can be used. Of the total g~neral business credit 
available, 1i214,00o will expire in 2008, 51,}41,000 wi ll expire in 
2009 and 51,044,000 wi ll expire in 2010. 

T H I RTY- T WO 

106 

130 

616 

137 

391 

2,145 

349 

(28) 

(1,003) 

(19,953) 

(937) 

8,708 

(12,864) 

$ (10,719) 



NOTE 11-EMPLOYEE STOCK NERSHIP PLAN : 

The Company and its subsidiaries have an Employee Stock 
Ownership Plan ("ESOP") which is a noncontributory defined 
contribution plan established primarily to acquire shares of the 
Company's common stock for the benefit of all eligible employees. 

The ESOP originally borrowed M,500,0QO from a bank and 
p~rchased shares of the Company's common stock from existing 
shareholders. The loan was purchased by the Company from the 
bank in 1993 when the loan bad a principal balance of ~1 .347,000. Tn 
1995, tbe ESOP paid the balance due on the l~an of ~514,000. 

At December 31, 1996 and 1995, the ESOP's assets included 
1,29(>,088 and 1,435,965 shares of the Company's common stock, 
respectively. Alf of these shares have been allocated to the partici
pants. Shares were allocated to participants when principal payments 
were made on the loan discussed above. The 1996 contribution of 
~450,000 was invested in a balanced mutual fund. Allocations to 
participant accounts are made on a formula based on the ratio that 
each participant's compensation, during the Plan year, bears to the 
compensation of all such participants. The Company treats all ESOP 
shares as outstanding for earnings per share purposes. 

Contributions to the ESOP are made at the discretion of the 
Board of Directors. The Company made contributions of ~450 ,000 , 
~900.000 and ~9oo,ooo to the ESOP for 1996, 1995 and 1994, 
respectively. 

NOTE 12-STOCK INCENTIVE PLAN: 

The Company established the 1989 Stock Incentive Plan under 
which 500,000 shares of the Company's common stock were 
authorized to be issued to deserving employees in the form of 
options and/or restricted stock. The Plan is administered by the 
Compensation Committee of the Board of Directors, but to the 
extent required under Section 16 of the Securities Exchange Act of 
1934, any transaction between the Company or the Plan and an 
executive officer of the Company that involves a grant, award or 
other acquisition of the Company's equity securities must be 
approved by the Board of Directors. 

fn October 1995. the Financial Accounting Standards Board 
issued SFAS No. 123 "Accounting for Stock Based Cbmpensation." 
The Company has determined that it will not change to the fair 
value method prescribed in the Sta(ement and will continue to use 
Accounting Principles Board Opinion No. 25 for measurement and 
recognition of employee stock based compensation. 

The following arizes stock option transactions: 

Weighted 
Average 
Exercise 

Options outstanding at Shares Price 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
January I, 1994 

Granted 
Exercised 
forfeited 

304,857 $ 8.05 

10,000 9.81 

(500) 5.25 

(2,000) 5.25 
. ... . .... . .. . . . . . ......................................... 

December 31, 1994 
Exercised 
Forfeited 

.............. .. .... .... ..... 
December 31, 1995 

Exercised 
Forfeited 

. . .. . .... . · · · · ·\· ..... ...... .. .. . 
December 31, 1996 

Options exercisable at December 31: 
1996 

1995 

1994 

312,357 8.13 

(1,000) 7.75 

(5,000) 7.75 

306,357 8.14 

(32,750) 6.61 

(6,600) 6.39 

267,007 $8.37 

256,573 $8.44 

222,973 8.29 

154,481 8.41 

The following summarizes information about stock options out-
standing at December 31, 1996: ' 

Options Outstanding Options Exercisable 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Weighted 
Average Weighted Weighted 

Remaining -Average 
Exercise Number Contractual Exercise Number 

Prices Outstanding Life Price Exercisable 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
$ 8.96 108,857 2.5 Years $ 8.96 108,857 

10.50 5,000 3.6 Years 10.50 5,000 

10.63 26,000 4.2 Years 10.63 26,000 

5.25 30,400 5.3 Years 5.25 23,300 

7.75 86,750 6.3 Years 7.75 86,750 

9.81 10,000 7.2 Years 9.81 6,666 
. . . . . . . . . . . . ....................................... . . . ... 

267,007 4.4 Years $ 8.37 256,573 

fn 1990, an additional 29,500 shares of restricted stock were 
granted under this plan of which 8,572 were forfeited in 1993 and 
1,286 in 1994. 

At December 31 , 1.996, there were 175,401 shares available for 
future grants. 

Average 
Exercise 

Price 

$ 8.96 

10.50 

10.63 

5.25 

7.75 

9.81 

$ 8.44 
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Prior to adoption of the 1989 Stock fncenti an, the 
Company granted shares to employees under Restricted Stock Plans 
as follows: 

1989 
1988 

* Net of 21,045 shares forfeited. 

Shares 

124,097* 
214,436** 

**Net of 33,757 shares forfeited/redeemed/canceled. 

All of the options or restricted stock grants are subject to forfei
ture with vesting ranging from 14% to 33% annually beginning one 
year after the date of grant for restricted stock and exercise dates of 
stock options. Compensation expense related to ~estricted stock 
grants is charged to earnings over the appropriate vesting period. 
All options were granted at fair market value at the date of grant and 
expire on the tenth anniversary of the grant date. 

NOTE 13-401(K) PlAN: 

fn 1993, the Company adopted a 401(k) retirement plan for its 
employees. This plan complements the Company's Employee Stock 
Ownership Plan by allowing the employees to invest on a pre-tax 
basis in non-Giant stock investments thus diversifying their retire
ment portfolios. For the years ended December 31, 1996, 1995 and 
1994, the Company had expensed l58oo,ooo, l5188,ooo and 
l5189,ooo, respectively, for matching contributions under this plan. 

NOTE 14-1 NTE REST, OPERATING 
LEASES AND RENT EXPENSE: 

Interest paid and capitalized for 1996 was l512,804,000 and 
l543,ooo, for 1995 was l511,833.ooo and J519o,ooo and for 1994 was 
l511,p44,000 and l5o, respectively. 

The Company is committed to annual minimum rentals under 
noncancelable operating leases that have initial or remaining lease 
terms in excess of one year as of December 31, 1996 as follows: 

1997 
1998 
1999 

2000 
2001 

IN TH OUSA ND S 

Land, building, machinery 
and equipment leases 

$ 939 
878 
659 
396 
68 

·············································· · .................................. ·· · ········•···· 

Total minimum payments required $ 2,940 

Total rent expense was l51,930,ooo, l51,982,ooo and 
l51,89o,ooo for 1996, 1995 and 1994, respectively. 

NOTE 15-COMMI NTS AND CONTINGENCIES: 

The Company and certain subsidiaries are defendants to various 
legal actions. Certain of these pending legal actions involve or may 
involve claims for compensatory, punitive or other damages. 
Litigation is subject to ' many uncertainties and it is possible that 
some of these legal actions, proceedi11gs or claims could be decided 
adversely. Although the amount of liability at December 31, 1996 
with respect to these matters is not ascertainable, the Company 
believes that any resulting liability should not materially affect the 
Company's financial condition or results of operations. 

Federal. state and local laws and regulations relating to health and 
the environment affect nearly all of the operations of the Company. 
As is the case with all companies engaged in similar industries, the 
Company faces significant exposure from actual or potential claims 
and lawsuits involving environmental matters. These matters 
include soil and water contamination, air polh.ttiottand personal 
injuries or property damage allegedly caused by substances manu
factured, handled, used, released or disposed of by the Company. 
Future expenditures related to health and environm~ntal matters 
cannot be reasonably quantified in many circumstances due to the 
speculative nature of remediation and clean-up cost estimates and 
methods, imprecise and conflicting data regarding the hazardous 
nature of various types of substances, the number of other poten
tially responsible parties involved, various defenses which may be 
available to the Company and changing environmental laws and 
interpretations of environmental laws. 

The United States Environmental Protection Agency notified the 
Company in May 1991 that it may be a potentially res\)S)nsible party 
for the release or threatened release of hazardous subs~nces, pollu
tants, or contaminants at the Lee Acres Landfill, whi~h is owned by 
the United States Bureau of Land Management ("B(M") and which 
is adjacent to the Company's Farmington refinery. This refinery 
was operated';ntil1982. Although a final plan of action for the 
Landfill has not yet been adopted by the BLM. the BLM has devel
oped a proposed plan of action which it projects will cost approxi
mately 553.90o,ooo to implement. This cost projection is based on 
certain assumptions which may or may not prove to be correct, and 
is contingent on confirmation that the remedial actions, once imple
mented, are adequately addressing Landfill contamination. For 
example, if assumptions regarding groundwater mobility and conta
mination levels are incorrect, BLM is proposing to take additional 
remedial actions with an estimated cost of approximately 
551,8oo,ooo. Potentially responsible party liability is joint and sever
al, such that a responsible party may be liable for all of the clean-up 
costs at a site even though it was responsible for only a small part 
of such costs. Based on current information, the Company does not 
believe it needs to record a liability in relation to the BLM's 
proposed plan. 

The Company has established an environmental liability accrual 
of approximately 553,ooo,ooo. Approximately 551,ooo,ooo relates to 
ongoing environmental projects, including the remediation of a 
hydrocarbon plume at the Company's Farmington refinery and 
hydrocarbon contamination on and adjacent to 5·5 acres the 
Company owns in Bloomfield, New Mexico. The remaining 
amount of approximately l52,ooo,ooo relates to an original estimate 
of approximately 552,300,ooo, recorded in the second quarter of 
1996, of certain environmental obligations assumed in the acquisi
tion of the Bloomfield refinery. That amount was recorded as an 
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adjustment to the purchase price and al d to the assets acquired. 
The environmental accrual is recorded in the current and long-term 
sections of the Company's Consolidated Balance Sheet. 

The Company has received several tax notifications and assess
ments from the Navajo T ri_be relating to crude oil and natural gas 
removed from properties located outside the boundaries of the 
Navajo fndian Reservation in an area of disputed jurisdiction, 
including a ~1,8oo,ooo severance tax assessment issued to Giant 
Arizona in November 1991. The Company has invoked its appeal 
rights with the Tribe's Tax Commission in connection with this 
assessment and intends to opp(lse the assessment. ft is the 
Company's position that it is in substantial compliance with laws 
applicable to the disputed area and, therefore, has accrued a liability 
in regards thereto for substantially less than the amount of the orig
inal assessment. It is possible that the Company's assessments will 
have to be litigated by the Company before final resolution. fn addi
tion, the Company may receive further tax assessments. 

NOTE 16-QU ERLY FINANCIAL 
INFORMATION (UNAUDITED): 

IN TH OUSA ND S EXCE PT PER SHA RE DA T A 

Quarter 
. . . . . . . . . . . . . . . . . . . . . . . . ' . . . . 
Year Ended December 31, 1996(1) First Second Third Fourth 
................................... ······························•··· 

Continuing Operations: 
Net revenues $104,100 $135,643 $136,032 $123,409 

Cost of products sold 73,960 92,718 100,567 94,619 

Gross margin 30,140 42,925 35,465 28,790 

Operating expenses 15,408 15,869 16,141 16,897 

Depreciation and amortization 4,096 4,285 4,508 4,784 

Selling, general and 
administrative expenses 3,595 5,447 3,423 3,137 

Net earnings 2,325 8,693 5,283 750 

Net earnings per 
common share $ 0.21 $ 0.77 $ 0.47 $ 0.07 

Discontinued Operations: 
Net earnings (loss) $ 79 $ (72) $ (20) 

Net earnings (loss) per 
common share $ $ $ 

IN .T HOUSANDS EXCE PT PE R SHA RE DA TA 

Quarter 
. . . . . . . . . . . . . . . . . . . . .................. ·•··. 

Year Ended December 31, 1995 First Second Third Fourth(2) 

Continuing Operations: 
Net revenues $ 69,562 $ 80,590 $ 78,400 $104,336 

Cost of products sold 49,357 56,497 53,719 74,698 

Gross margin 20,205 24,093 24,681 29,638 
. . . . . . . . . . . . . . . . . 

Operating expenses 12,115 12,255 13,120 14,366 

Depreciation and amortization 3,056 3,307 2,986 3,996 

Selling, general and 
administrative expenses 2,842 3,365 3,333 3,238 

Net earnings 112 2,093 1,968 3,560 

Net earnings per 
common share $ 0.01 $ 0.18 $ 0.17 $ 0.32 

Discontinued Operations: 
Net earnings $ 35 $ 59 $ 10 $ 39 

Net earnings per 
common share $ $ 0.01 $ - $ 

(1) 1996 includes the results of operations of the Bloomfield refinery 
for all periods presented. 

(2) Fourth quarter 1995 includes the results of operations of the 
Bloomfield refinery which was acquired on October 4, 1995. 
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Board of Directors and Stockholders 

(iiant Industries, Inc. 

Scottsdale, Arizona 

W e have audited the accompanying consolidated balance sheets of 

(iiant Industries, Inc. and subsidiaries as of December 5t, t996 andJ995. 

and the related consolidated statements· o( earnings, stockholders' eguity 

and cash fiows (or each o( the three years in the period ended December 

5t, t996. These financial statements are the responsibility o( the 
\ 

Company's management. Our responsibility is to express an opinion on 

these financial statements based on our audits. 

W e conducted our audits in accordance with generally accepted audit

ing standards. Those standards require that we plan and perform the audit 

to obtain reasonable assurance about whether the financial statements are 

(ree o( material misstafement. An audit includes examining, on a test basis, 

evidence supporting the amounts and disclosures in the financial state

ments. An audit also includes assessing the accounting principles used and 

significant estimates made by management, a$ well as evaluating the over

all financial stateme~t presentation. W e believe that our audits provide a 

reasonable basis (or our opinion. 

fn our opinion, the consolidated financial statements referred to above 

present fairly, in all material respects, the financial position of (iiant 

Industries, Inc. and subsidiaries as o( December 5t, t996 and t995. and 

the results of their operations and their cash fiows (or each of the three 

years in the period ended December 5t, t996 in conformity with generally 

accepted accounting principles. 

~~~LiP 
DELOITTE & TOUCHE LLP 

Phoenix, Arizona 

March.J, t997 
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CORPORATE HEADQUARTERS 

Gian t Industries, fnc. 
23733 North Scottsdale Road 
Scottsdale, Arizona 85255-3465 
(6o2) 585-8888 

TRADED 

New York Stock Exchange 
Symbol: G l 

ANNUAL MEETING 

Thursday, May 8, r997, 
1o:oo a. m., at the Radisson Resort Scottsdale 
7171 N. Scottsdale Road 
Scottsdale, Arizona 85253 

INDEPENDENT AUDITORS 

Deloitte 6 Touche LLP 
Phoenix, Arizona 

STOCKHOLDERS 

Approximately 274 stockholders of record on December 31, 1996 

REGISTRAR AND TRANSFER AGENT 

Harris Trust and Savings Bank 
3H West Monroe Street 
P.O. Box A3504 
C hicago, fllinois 60690-3504 
(8oo) 573-4048 

FORM 10-K 

A copy of the Company's Annual Report on Form to-K, as filed 
with the Securities and Exchange Commission, is ava ilable without 
charge to all stockholders by calling (6o2) s8s-8888 or by writing 
to: Mark B. Cox, Treasurer, at the Company's corporate 
headquarters. 

ADDITIONAL INFORMATION 

Requests for additional information should be directed to: 
i\1\ark B. Cox, Treasurer, at (6o2) s8s- 8888. 

SHARE PRICE AND DIVIDEND DATA 

.................. . . . . . . . . . . . . . . . . . . . . . 
1996 

High Low Close Dividends 

4th Quarter 16 1/8 13 3/4 14 $ 0.05 

3rd Quarter 16 1/4 13 3/8 14 3/8 $ 0.05 

2nd Quarter 15 5/8 12 1/4 14 1/2 $ 0.05 

tst Quarter 14 10 7/8 13 3/4 $ 0.05 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

1995 
. . . . . . . . . . . . . . . . 

High Low Close Dividends 

4th Quarter 12 1/4 9 5/8 12 1/4 $ 0.05 

3rd Q uarter 11 3/8 7 7/8 10 7/8 $0.05 

2nd Q uarter 8 7/8 7 1/8 8 1/2 $0.05 

1st Quarter 8 7/8 6 5/8 7 3/4 $0.05 
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