EAI, Inc.

(Energy Analysts International)

Westminster, Colorado



Collage of Market Trends
Past, Present and Future

SIGMA

Executive Leadership Conference
Vail, Colorado

January 18, 2010

zzzzzzzzzzzzzzzzzzzzzzzzzzzz



Presentation Topics

C Hypermart position in fuel retailing and convenience
C Petroleum Supply Dynamics and Outlook
C Major Brand vs Private Label Trends

C Transportation Fuel Shift
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EAI, Inc. Hypermart Trends and Outlook
e

C Hypermart Fuel Site Slowdown:

2005 2007 2009
Annual Site Growth 528 276 180

C Retail Company Failure and Site AttritioAibertsons, WalViart
Alliances (Optima, Mirastar, Murphy Express)

C New Entrants Into Fuel Retail has Declined and/or Never
Materialized:Home Depot, Publix

C Hypermarts Plunge into Convenience Refliimited Inroads:
[ Saa UKFY Hna LISNOSYyu 27F | tf

C The New Hypermart Threat in Fuelsffective Hypermart site
expansion through third party loyalty programs
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Hypermart Gasoline Sites & Volume Estimates
U.S. Market; 2GR009 (Update available in 2Q010)

The rate of Hypermart site growth into gasoline retailing has declined over the 2008 to 2009 timeframe with the
overall U.S. site count estimated to be 4388 (down from 4,495 same time last year) and overall U.S. gasoline sa

growth generally declining.

ESTIMATED RATE OF SITE
MARKET gLIiNII:IlBJEE SALES PER SITE GROWTH E\é(?FII_I\L/IJXTEE
CHANNEL SITES PER MONTH IN (2008/2009) (MM GAL)
GALLONS ANNUALIZED)
SUPERMARKETS 2,270 220,274 -6.9%0 6,000
DISCOUNT
- (o)
STORES 1,081 341,856 3.1% 4,434
MASS
O,

MERCHANDISE 999 306,452 2.7% 4,329
SPECIAL 38 90,971 -3.6%0 73
U.S. TOTAL 4,388 268,687 -4.3% 14,148

The total U.S. sites in this figure is obtained directly from EA
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...........................

A A A -may be a bit less than corporatep down totals.
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Growth Projection Summary for
Key Hypermart Companies with Fuel

New store and fuel additions have slowed though the recession but are still visible. Net growth ha
been impacted significantly with many Hypermart companies shuttering or selling underperforming
sites. Of these key companies, Supervalu have been most active in retracting from markets. The

GNRdzof SR ! f 0SNIaz2yQa ada2NBa I NB
HYPERMART STORE | FUEL NEW STORE FUEL ADDITION COMMENTS
COMPANY COUNT [ COUNT PROJECTION PROJECTION
WAL-MART 3656 1050 125-140 per year 20-30 per year Fuel addition at dISCI‘eFIF)n of Murphy who now must buy
the land. New fuel additions are at Supercenters only.
KROGER 2470 818 15-18 per year 40-60 per year Still actively adding fuel tq eX|_st|ng sites. Exploring
loyalty program partnership with Shell.
SAM'S CLUB 602 429 20 (2009), 15-20 21 (2009), 15-20 Sams Club plgns for ggsollne W|th_ each new build,
(2010) (2010) zoning permitting. Starting 2010 with ten closures.
135 remodels planned for 2009. Fuel rewards test
SAFEWAY 1512 326 10 15-20
per year per year program with BP/ARCO ended in January of 2009.
Costco says new store rate may increase due to real
COSTCO 398 165 7-9 per year 10-13 per year |estate deals becoming more advantageous. 25-30 new
is possible.
MEIJER 190 165 7-9 per year 6-9 per year Meijer also has 6 stand alone convenience stores.
SUPERVALU 2449 131 25.35 3-6 per year Put 50 stores on sale this year. Planning to double Save-
A-Lot banner to 2,400 stores over next 5 years.
ROYAL AHOLD 703 122 UKnown Unknown Rfecently acquired Mar'tlns Supermarkets (20 stores / 5
with fuel). Also launching new convenience store.
BJ's is actively moving towards fuel site saturation with
BJ'S CLUB 179 90 4 per year 9 per year
pery pery their build rate of 9 fuel sites per year.
GIANT EAGLE 221 70 1-5 per year 1-5 per year Stl;rgSEagle also has 72 stand alone conwvenience
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Expansion of Hypermarts Through Third Party
Loyalty Programs: Threat & Opportunity

C Basic StructureMain store issues discounts to customers on the basis of total spend
over a period for groceries. Customer can redeem fuel reward at participating retalil
sites by swiping their loyalty card at the pump (in the case of Skatiger).

C Effective Hypermart Site Population

A Total Hypermart sites with fuel: 4388
A Remote Convenience Store Sites Owned by Hypermarts 730
A ShellKroger program potential 5077
A Other Hyper3'd Party Retailer Programs 84

Total Effective Hypermart Sites 11039

C Major Alliances
A SunoceRedner/ACME/Shop N Save/Price Chopper
A ShellKroger/Winn-Dixie/Bi-Lo
A Shaw SupermarketsGulf Oil/lrving/Circle K

C Key FeaturessheltKroger program3 to 10 CPG discount; jobber has to contribution 3.!
cpg towards discount and Kroger contributes 6.5 cpg; test program claiming 20 to 30
percent volume gains.
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Hypermarts in Fuel Retall

Implications for Retail Operations

C Rapid growth of third party loyalty programs will be the most significant change in the
Hypermart fuel retail channel.

A Expansion of stealth fuel marketing: customer price realization considerably less
than street postings
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redeeming their rewards
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A Effective Hypermart fuel sales will largely be branded fuels and not Private Labe
The large discounts and major oil company brands are a powerful combination

A These loyalty programs could be an attractive feature for major oil company
brands such as Shell

A Program still needs to be proven on a large scale and on a sustained basis. Sor
negative features
A Loyal fuel retail site customers will not get advertised discounts unless they
shop at the participating hypermart stores
A W200SNA GKI U0 R2yQ{ricimldigadvaniage LJ NI A O
sssssss SV A In low margin environment, 3.5 cpg margin loss is tough to swallofis s,
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U.S. Petroleum Suppipemand

Trends, Outlooks and Insights

C Gasoline consumption has been declining and only recently has showed signs of
stabilization. Longer term, likely to experience continued consumption decline.

C U.S. refining running at 80 percent utilization due to demand destruction. Likely to
continue to decline with additional refinery closures likely. Three refineries have
closed since the fourth quarter 20009.

C A number of U.S. refinery expansion and upgrade projects have been shelved howev
several being completed and/or pursued. MarathegBaryville and MotivaPort Arthur
are the big expansion projects. WRBood River and BRVhiting converting to heavy
crude and completing some light product production expansion

C Foreign supply likely to continue to push into the U.S. market due to new capacity
additions (such as Reliance) and deterioration of foreign markets.

C Inthe short term, excess petroleum productiesupply capacity is growing & creating a

Tl P2N)rofS 0dz22SNQa& YIN] SO [ 2y ASNI S N
the supply chain with resumed dependency on foreign supply and-tuels.
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EAI, Inc. Gasoline Consumption Trends and

(Current Legislation vs Proposed)

U.S. gasoline consumption peaked in 2004 at 9245 MBPD. With current legislation
economic recovery from 2009 to 2012, gasoline consumption forecast to be flat in 201
continued declines in the 0.5 to 1.0 percent per year level. The New Energy Bill being revie

has more stringent CAFE requirements, resulting in gasoline consumption loss of 1.44 MM BBL

2017.
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U.S. Refinery Capacity & Utilization Trends

U.S. refinery utilization continues to decline in response to deterioration of demand. Curre
(December 2009anuary 2010) utilization running at 80 percent
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U.S. Refinery Vulnerability to Closure
FaSR 2y 9! LT LyO®oQa lFaaSaayYSyia 2F S|
transportation costs to each refinery from major crude supply hubs.
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U.S. Petroleum Suppipemand

Implications for Fuel Distribution and Retail Operations

C Crude and Product Prices Forecast to Incred&mduct prices likely to remain high
with continued gains in crude oil pricing making putting more pressure on fuel
purchasing and cash flow

C Pricing Volatility Likely to Subsid&/olatility induced by refinery outages less likely
in the short term (next year or two) due to available open refining capacity in the
system to replace lost gasoline production.

C Downstream Business Opening tMajor oil companies are going through a
transition---+etracting from capital investments in the downstream business. More
presence of supply chain assets and traders. Retailers/marketers can take advanta
of this to improve fuels purchasing and margins.

C Unbranded & Spot Pricing to Remain AggressWwholesale and spot market prices
for gasoline are likely to continue to be aggressive until more refineries close. Large
retailers and/or consortiums of smaller retailers should be able to take advantage of
this by moving purchases upstream.

C Small and Larger Retailers/Marketers Can Improve Supply Costs and Margins:
Whether you develop your own supply chain management and purchasing capabilit
or use a third party---developing an internal knowledge base and tracking system ca
support an internal operation or provide a basis for sharing opportunities with third

party suppliers.
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