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Part I

Item 1. BUSINESS

Our business consists primarily of marketing of retail motor fuel products and convenience merchandise through a
large chain of 1,203 (as of December 31, 2013) retail stations operated by us, almost all of which are in close
proximity to Walmart stores. Our retail stations are located in 23 states, primarily in the Southwest, Southeast and
Midwest United States. Of these stations, 1,021 are branded Murphy USA and 182 are standalone Murphy Express
locations (as of December 31, 2013). Our retail stations under the brand name Murphy USA® participate in the
Walmart discount program that we offer at most locations. The Walmart discount program offers a cents-off per
gallon purchased for fuel when using specific payment methods as decided by Walmart and us. The amount of the
discount offered can vary based on many factors, including state laws. Our Murphy Express branded stations are not
connected to the Walmart discount program but are otherwise similar to the Murphy USA sites, including the types of
fuel and merchandise offerings available to our customers.

Our business also includes certain product supply and wholesale assets, including product distribution terminals and
pipeline positions. As an independent publicly traded company, we believe we are a low-price, high volume fuel
retailer selling convenience merchandise through low cost kiosks with key strategic relationships and experienced
management.

Murphy USA was incorporated in Delaware on March 1, 2013 and holds, through its subsidiaries, the U.S. retail
marketing business that was separated (the “Separation”) from its former parent company, Murphy Oil Corporation
(“Murphy Oil”), plus certain ethanol production facilities and other assets and liabilities of Murphy Oil that supported
the activities of the U.S. retail marketing operations.  The Separation was approved by the Murphy Oil board of
directors on August 7, 2013, and was completed on August 30, 2013 through the distribution of 100% of the
outstanding capital stock of Murphy USA to holders of Murphy Oil common stock on the record date of August 21,
2013. Murphy Oil stockholders of record received one share of Murphy USA common stock for every four shares of
Murphy Oil common stock. The spin-off was completed in accordance with a separation and distribution agreement
(the “Separation and Distribution Agreement”) entered into between Murphy Oil and Murphy USA. Murphy USA is
now an independent, publicly traded company, and Murphy Oil retains no ownership interest in Murphy USA.

Following the sale of our Hankinson, North Dakota ethanol production facility in December 2013, the operations of
the Company are reported as one reporting segment: Marketing, which refers to our U.S. retail marketing operations
as described above.   All of the Company’s business operations are conducted in the United States.  In addition to the
Marketing reporting segment noted, “Corporate and other assets” activities include interest income, interest expense, and
depreciation on certain assets that are not allocated to the Marketing segment and also include our remaining ethanol
production facility located in Hereford, Texas.  
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Our business is subject to various risks. For a description of these risks, see “Risk Factors” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this Form 10-K.   

Information about our operations, properties and business segments, including revenues by class of products and
financial information by geographic area, are provided on pages 31 through 46, F-13, and F-27 to F-28 of this Annual
Report on Form 10-K. 
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Our Competitive Strengths

Our business foundation is built around five reinforcing strengths which we feel give us a competitive advantage over
our peers. 

Strategic and complementary relationship with Walmart

Of our network of 1,203 retail gasoline stations (as of December 31, 2013), more than 1,000 are situated on prime
locations in close proximity to Walmart stores. We believe our proximity to Walmart stores generates significant
traffic to our retail stations while our competitively priced gasoline and convenience offerings appeal to our shared
customers. We also collaborate with Walmart on a fuel discount program which we believe enhances the customer
value proposition as well as the competitive position of both Murphy USA and Walmart with respect to our peers. We
began our relationship with Walmart in 1996 and in December 2012 we signed an agreement that allows us to build
approximately 200 new sites on Walmart locations, which we expect to complete over the next few years. We believe
Walmart will continue to serve as a strategic partner as we pursue further organic growth opportunities on existing and
new Walmart locations in both our core and adjacent geographies.

Winning proposition with value-oriented consumers

Our competitively priced fuel is a compelling offering for value-oriented consumers. Despite a flat long-term outlook
in overall gasoline demand (vehicle miles traveled in a normal economy essentially offsetting increased fuel
efficiency), we believe value-oriented consumers represent a growing demand segment. In combination with our high
traffic locations, our low gasoline prices drive high fuel volumes and gross profit. In addition, we are an industry
leader in per-site tobacco sales with our low-priced tobacco products and total store sales per square foot as we also
sell a growing assortment of convenience items that complement Walmart’s primary in-store product offering.  We
continually provide value opportunities to our  customers such as our cross promotions with soft drink, candy/snack
and tobacco partners that offer a fuel discount if certain quantities of products are purchased.

Low cost retail operating model

We operate our retail gasoline stations with a strong emphasis on fuel sales complemented by a focused convenience
offering that allows for a smaller store footprint than many of our competitors. A substantial majority of our stations
are standardized 208 or 1,200 square foot formats, which we believe have very low capital expenditure and
maintenance requirements relative to our competitors. In addition, many of our stations require only one or two
attendants to be present during business hours and the majority of our stores are located on Company-owned property
and do not incur any rent expense. The combination of a focused convenience offering and standardized smaller
footprint stores allows us to achieve lower overhead costs, on-site costs and labor costs compared to competitors with
a larger store format. According to the 2012 National Association of Convenience Stores’ State of the Industry Survey,
we operate at approximately 56% of the average monthly operating costs for top quartile performing stores in the
industry. In addition, we operate among the highest industry safety standards and had a Total Recordable Incident
Rate (TRIR) and Days Away from Work (DAW) rate that was substantially lower than the industry averages in 2012
using the most current published data by the Bureau of Labor Statistics. Our focus on safety and cost advantages
translate into a lower fuel breakeven requirement that allows us to weather extended periods of lower fuel margins.

Advantaged fuel supply

We source fuel at very competitive industry benchmark prices due to the diversity of fuel options available to us in the
bulk and rack product markets, our shipper’s status on major pipeline systems, and our access to numerous terminal
locations. In addition, we have a strong distribution system in which we utilize a “Best Buy” method that dispatches
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third-party tanker trucks to the most favorably priced terminal to load products for each Murphy site, further reducing
our fuel product costs. By participating in the broader fuel supply chain, we believe our business model provides
additional upside exposure to opportunities to enhance margins and volume. For example, incremental revenue is
generated by capturing and selling Renewable Identification Numbers (RINs) via our capability to source bulk fuel
and subsequently blend ethanol and bio-diesel at the terminal level.  We can also optimize the supply chain by
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shifting non-contractual wholesale volumes to protect retail fuel supply.  These activities demonstrate our belief that
participating in the broader fuel supply chain provides us with added flexibility to ensure reliable low-cost fuel supply
in various market conditions and especially during periods of significant price volatility.

 Resilient financial profile

Our predominantly fee-simple asset base, ability to generate attractive gross margins through our low-price, high
volume strategy, and our low overhead costs should help us endure prolonged periods of commodity price volatility
and compressed fuel margins. In connection with the Separation, we entered into a new credit facility, borrowed $150
million of term loans thereunder and issued $500 million aggregate principal amount of 6% senior unsecured notes
due 2023. We expect that our strong cash position and availability under our credit facility will continue to provide us
with a significant level of liquidity to help maintain a disciplined growth capital expenditure program through periods
of both high and low fuel margins.

Our Business Strategy

Our business strategies reflect a set of coherent choices that leverage our differentiated strengths and capabilities. 

Grow organically with Walmart

We intend for our relationship with Walmart to be a key driver of our organic growth over the next several years. We
expect to build approximately 200 sites in core markets on or near Walmart locations over the next few years and are
evaluating opportunities for additional growth beyond those locations. Approximately 950 of our locations currently
participate in our fuel discount program with Walmart which reinforces Walmart’s low-price philosophy. In addition,
in the near term, we will seek to rebrand additional Murphy Express sites as Murphy USA and connect these sites to
the fuel discount program. We will continue to work with Walmart on the implementation and improvement of the
fuel discount program as we believe it is an effective promotional tool for maximizing fuel volumes and investment
returns.

Enhance kiosk economics to improve investment returns

We plan to continuously evaluate our kiosk strategy in an effort to maximize our site economics and return on
investment. As part of that strategy, we are continually refining our new 1,200 square foot format design to create a
foundation for increasing higher-margin non-tobacco sales and diversifying our merchandise offerings. For example,
we continue to tailor our product offerings to complement the retail selection within Walmart stores, such as offering
products in a variety of quantities and sizes, or stock keeping units (SKUs), which are more convenience-oriented. By
implementing new merchandising, space management and workforce planning capabilities, we expect to further
optimize merchandise revenue, labor needs and overall site returns.

Improve functional infrastructure to lower overhead costs

We believe that we are better positioned to manage our cost structure, execute a more scalable business model and
implement certain technology and business efficiency initiatives as an independent company. In order to do this
successfully, we will focus heavily on the development of our employees and foster a high performance culture where
incentives are aligned with business performance. We believe that through our planned growth and efficiency
initiatives, we can achieve reductions in overhead costs to support an overall improvement in our site returns.

Focus product supply and wholesale participation
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We plan to continue to focus our product supply and wholesale  efforts on activities that enhance our ability to be a
low-price retail fuel leader, by optimizing our fuel supply contracts to capitalize on market dynamics whenever
possible and minimizing physical product supply and wholesale  asset ownership. We also intend to allocate capital
and human resources only to product supply and wholesale assets that provide a specific retail advantage. In
considering strategic alternatives for product supply and wholesale 
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assets that do not directly benefit our retail operations, such as our remaining ethanol production facility, we intend to
pursue actions that will maximize shareholder value and enhance our ability to execute on our planned retail strategy.

 Focus on long-term investment

We maintain a portfolio of predominantly fee-simple assets and we believe we have an appropriate debt structure that
will allow us to be resilient during times of fuel price and margin volatility. We believe our strong financial position
should allow us to profitably execute on our low-cost, high volume retail strategy and our organic growth strategy
through periods of both high and low fuel margins. Furthermore, we will consider all alternatives for returning excess
earnings or capital with a focus on maximizing shareholder value.

Industry Trends

We operate within the large and growing U.S. retail fueling store industry, which is highly fragmented.  We believe
we will continue to benefit from several key industry trends and characteristics, including:

· Increased sensitivity to gas prices among price conscious consumers, and increasing demand for low-priced fuel
sellers;

· Highly fragmented nature of the industry providing larger chain operators with significant scale advantage; and
· Increasing consumer traffic around supermarkets and large format hypermarkets, supporting complementary

consumer demand at nearby retail fueling and convenience stores.
Corporate Information

Murphy USA was incorporated in Delaware on March 1, 2013 and our business consists of U.S. retail marketing
operations.  Our headquarters are located at 200 Peach Street, El Dorado, Arkansas 71730 and our general telephone
number is (870) 875-7600.  Our Internet website is www.murphyusa.com.  Our website and the information contained
on that site, or connected to that site, are not incorporated by reference into this Annual Report on Form 10-K.  Shares
of Murphy USA common stock are traded on the NYSE under the ticker symbol “MUSA”.

Description of Our Business

We market fueling products through a network of Company retail stations and unbranded wholesale customers.
During 2013, Company stations sold approximately 3.8 billion gallons of motor fuel through our retail outlets.

Below is a table that lists the states where we operate Company-owned stations at December 31, 2013 and the number
of stations in each state.

State No. of stations State No. of stations State No. of stations
Alabama 68 Kansas 1 New Mexico 9
Arkansas 61 Kentucky 39 Ohio 42
Colorado 6 Louisiana 61 Oklahoma 50
Florida 112 Michigan 23 South Carolina 52
Georgia 81 Minnesota 7 Tennessee 82
Iowa 21 Missouri 46 Texas 253
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Illinois 26 Mississippi 50 Virginia 6
Indiana 32 North Carolina 75 Total 1,203
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The following table provides a history of our Company-owned station count during the three-year period ended
December 31, 2013:

Years Ended December 31,
2013 2012 2011

Number at beginning of period 1,165 1,128 1,099 
New construction 39 37 30 
Closed (1)  - (1)
Number at end of period 1,203 1,165 1,128 

In recent years, we have purchased from Walmart the properties underlying 914 of our Company stations. Our
December 21, 2012 agreement with Walmart provides for the potential purchase of approximately 200 additional
sites. In January 2013, we paid approximately $42 million as a first installment on these land purchases.  Our
agreement requires us to obtain Walmart’s approval of our development plans and to indemnify Walmart for certain
environmental liabilities. In addition, Walmart has the right to terminate the agreement with respect to certain
properties located adjacent to Walmart stores if the sale of any such property to us would result in certain claims or
liabilities against Walmart or, in Walmart’s sole discretion, would impair the operation of the related Walmart store.

Each of our owned properties that were purchased from Walmart is also subject to Easements and Covenants with
Restrictions Affecting Land (“ECRs”), which impose customary restrictions on the use of such properties, which
Walmart has the right to enforce. In addition, pursuant to the ECRs, certain transfers involving these properties are
subject to Walmart’s right of first refusal or right of first offer. Also pursuant to the ECRs, we are prohibited from
transferring such properties to a competitor of Walmart.

For risks related to our December 2012 agreement with Walmart, including the ECRs, see “Risk Factors—Risks Relating
to Our Business—Walmart retains certain rights in its agreements with us, which may adversely impact our ability to
conduct our business.”

For the remaining fueling stations located on or adjacent to Walmart property that are not owned, we have a master
lease agreement that allows us to rent land from Walmart. The master lease agreement contains general terms
applicable to all rental sites on Walmart property in the United States. The term of the leases is 10 years at each
station, with us holding four successive five-year extension options at each site. A majority of the leased sites have
over twenty years of term remaining including renewals. The agreement permits Walmart to terminate it in its entirety,
or only as to affected sites, at its option under customary circumstances (including in certain events of bankruptcy or
insolvency), or if we improperly transfer the rights under the agreements to another party. In addition, the master lease
agreement prohibits us from selling all or any portion of a station without first offering to sell all or such portion of the
station to Walmart and provides that if Murphy Oil USA, Inc., our wholly-owned and primary operating subsidiary is
acquired or becomes a party to any merger or consolidation that results in a material change in management of the
stations, Walmart will have the option to purchase the stations at fair market value.

We also have four Murphy USA sites located near Walmart locations where we pay rent to other landowners.

As of December 31, 2013, we have 157 Murphy Express sites where we own the land and 25 locations where we rent
the underlying land.
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We have numerous sources for our retail fuel supply, including nearly all of the major and large oil companies
operating in the U.S. We purchase fuel from oil companies,  independent refiners, and other marketers at rates that
fluctuate with market prices and generally are reset daily, and we sell fuel to our customers at prices that we establish
daily. Most fuel is purchased by the truckload as needed to
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replenish supply at our Company stations. Our inventories of fuel on site turn approximately once daily. By
establishing motor fuel supply relationships with several alternate suppliers for most locations, we believe we are able
to effectively create competition for our purchases among various fuel suppliers. We also believe that purchasing
arrangements with multiple fuel suppliers may help us avoid product outages during times of motor fuel supply
disruptions. At some locations, however, there are limited suppliers for fuel in that market and we may have only one
supplier. Our refined products are distributed through a few product distribution terminals that are wholly-owned and
operated by us and from numerous terminals owned by others. About half of our wholly-owned terminals are supplied
by marine transportation and the rest are supplied by pipeline. We also receive products at terminals owned by others
either in exchange for deliveries from our terminals or by outright purchase.

In addition to the motor fuel sold at our Company stations, our stores carry a broad selection of snacks, beverages,
tobacco products and non-food merchandise. The merchandise we offer includes our private label products, such as an
isotonic drink offered in several flavors and a private label energy drink. In 2013, we purchased more than 80% of our
merchandise from a single vendor, McLane Company, Inc., a wholly-owned subsidiary of Berkshire Hathaway, Inc.

A statistical summary of key operating and financial indicators for each of the five years ended December 31, 2013
are reported below.

As of December 31,
2013 2012 2011 2010 2009

Branded retail outlets:
Murphy USA® 1,021 1,015 1,003 1,001 996 
Murphy Express 182 150 125 98 52 
Other (1)  -  -  - 116 121 
Total 1,203 1,165 1,128 1,215 1,169 

Retail marketing:
Fuel margin per gallon (cpg) (2) 13.0 12.9 15.6 11.4 8.3 
Gallons sold per store month 268,458 277,001 277,715 306,646 312,493 
Merchandise sales revenue per store month $ 152,549 156,429 158,144 153,530 137,623 
Merchandise margin as a percentage of merchandise sales 13.1% 13.5% 12.8% 13.1% 12.5% 

(1)     Represents former Spur locations sold in 2011 as part of the refinery sales recorded as discontinued operations.

(2)     Represents net sales prices for fuel less purchased cost of fuel.

Our business is organized into one reporting segment (Marketing).  The Marketing segment includes our retail
marketing sites and product supply and wholesale assets. Prior to December 2013, we also had an Ethanol segment
which consisted of our ethanol production facilities located in Hankinson, North Dakota and in Hereford, Texas. The
Hankinson facility was sold in December 2013.  After the Hankinson facility was sold in December 2013, we
reassessed our segments and due to not meeting the aggregation criteria, we have included the remainder of the former
Ethanol segment in the prior “Corporate” section which has been renamed “Corporate and other assets”.  Therefore, we
have restated our segments for the current period and all prior periods to reflect one remaining reporting segment,
Marketing.  The Hereford facility began operations in early 2011 and we wrote down the carrying value at this facility
at year end 2012 due to expectations of continued weak margins.  We are currently considering strategic alternatives
for the remaining Hereford ethanol facility. As part of this effort, we are evaluating various factors including the
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appropriate timing and market conditions to maximize value in any potential sale; however, a final decision has not
yet been determined and this remaining ethanol asset does not meet the criteria for “held for sale” presentation at this
time. Therefore, historical financial results for the Hereford plant are included in continuing operations for all periods
presented.
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For operating segment information, see Note 20 “Business Segments” in the accompanying audited consolidated and
combined financial statements for the three-year period ended December 31, 2013.

Competition

The U.S. petroleum business is highly competitive, particularly with regard to accessing and marketing petroleum and
other refined products. We compete with other chains of retail fuel stations for fuel supply and in the retail sale of
refined products to end consumers, primarily on the basis of price, but also on the basis of convenience and consumer
appeal. In addition, we may also face competition from other retail fueling stations that adopt marketing strategies
similar to ours by associating with non-traditional retailers, such as supermarkets, discount club stores and
hypermarkets, particularly in the geographic areas in which we operate. We expect that our industry will continue to
trend toward this model, resulting in increased competition to us over time. Moreover, because we do not produce or
refine any of the petroleum or other refined products that we market and Murphy Oil does not supply us with refined
products, we compete with retail gasoline companies that have ongoing supply relationships with affiliates or former
affiliates that manufacture refined products. We also compete with integrated companies that have their own
production and/or refining operations that are at times able to offset losses from marketing operations with profits
from producing or refining operations, and may be better positioned to withstand periods of depressed retail margins
or supply shortages. In addition, we compete with other retail and wholesale gasoline marketing companies that have
more extensive retail outlets and greater brand name recognition. Some of our competitors have been in existence
longer than we have and have greater financial, marketing and other resources than we do. As a result, these
competitors may have a greater ability to bear the economic risks inherent in all phases of our business and may be
able to respond better to changes in the economy and new opportunities within the industry.

In addition, the retail gasoline industry in the United States is highly competitive due to ease of entry and constant
change in the number and type of retailers offering similar products and services. With respect to merchandise, our
retail sites compete with other convenience store chains, independently owned convenience stores, supermarkets,
drugstores, discount clubs, gasoline service stations, mass merchants, fast food operations and other similar retail
outlets. In recent years, several non-traditional retailers, including supermarkets, discount club stores and mass
merchants, have begun to compete directly with retail gasoline sites. These non-traditional gasoline retailers have
obtained a significant share of the gasoline market, and their market share is expected to grow, and these retailers may
use promotional pricing or discounts, both at the fuel pump and in the convenience store, to encourage in-store
merchandise sales and gasoline sales. In addition, some large retailers and supermarkets are adjusting their store
layouts and product prices in an attempt to appeal to convenience store customers. Major competitive factors include:
location, ease of access, product and service selection, gasoline brands, pricing, customer service, store appearance,
cleanliness and safety.

Market Conditions and Seasonality

Market conditions in the oil and gas industry are cyclical and subject to global economic and political events and new
and changing governmental regulations. Our operating results are affected by price changes in crude oil, natural gas
and refined products, as well as changes in competitive conditions in the markets we serve. In addition, our ethanol
production operations are impacted by the price of corn, which was elevated in connection with the 2012 growing
season and somewhat moderated in 2013 and may be affected by future droughts.

Oil prices, wholesale motor fuel costs, motor fuel sales volumes, motor fuel gross margins and merchandise sales can
be subject to seasonal fluctuations. For example, consumer demand for motor fuel typically increases during the
summer driving season, and typically falls during the winter months. Therefore, our revenues and/or sales volumes are
typically higher in the second and third quarters of our fiscal year. Travel, recreation and construction are typically
higher in these months in the geographic areas in which we operate, increasing the demand for motor fuel and
merchandise that we sell. A significant change in any of these factors, including a significant decrease in consumer
demand (other than typical seasonal variations), could materially affect our motor fuel and merchandise volumes,
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motor fuel gross profit and overall customer traffic, which in turn could have a material adverse effect on our
business, financial condition, results of operations and cash flows.
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Trademarks

We sell gasoline primarily under the Murphy USA® and Murphy Express brands, which are trademarks of Murphy
Oil. The Trademark License Agreement that we entered into with Murphy Oil in connection with the Separation
contained a trademark license granting us the right to continue to use such Murphy Oil-owned trademarks throughout
the term of that agreement subject to the terms and conditions therein.

 In the highly competitive business in which we operate, our trade names, service marks and trademarks are important
to distinguish our products and services from those of our competitors. We are not aware of any facts which would
negatively impact our continuing use of any of the above trade names, service marks or trademarks.

IT Systems and Store Automation

All of our Company stations use a standard hardware and software platform for point-of-sale (“POS”) that facilitates
item level scanning of merchandise for sales and inventory, and the secure acceptance of all major payment methods –
cash, check, credit, debit, fleet and mobile. Our standard approach to large scale and geographically dispersed
deployments reduces total IT cost of ownership for the POS and inherently makes the system easier to use, support,
and replace. This POS technology strategy reflects close alignment with our growth plan.

The store back office systems run on the same platform as the POS which further leverages economies of scale to keep
system costs down. The back office systems are primarily “Intranet” based web applications which are rendered through
a standard web browser. These applications are a combination of software as a service (“SaaS”), commercial off the
shelf software (“COTS”), and custom software applications developed using modern industry standard tools and
methodologies.

Our Company stations use PDI accounting systems to manage fuel and merchandise inventory, place orders, record
deposits and transmit sales to the home office. Our Company stations also use COTS workforce management and task
management systems for managing store associate labor, schedules, and duties. Sophisticated systems are used to
minimize store labor by automating most redundant tasks such as merchandise and fuel pricing on the POS, fuel
dispensers, and price signs.

All Company stations are networked to our central servers in the corporate office. Detailed fuel sales transactions and
inventory levels are processed and recorded locally, then transmitted to the corporate office each 15 to 30 minutes.
The data is then fed into a centralized data warehouse, where it is combined with other sources and used to optimize
fuel pricing, streamline fuel inventory management, facilitate loss prevention and optimize supply chain and
distribution.

Our corporate services utilize JD Edwards, PDI Enterprise, Hyperion, SOLARC and other enterprise systems for
financial reporting, accounts payable, accounts receivable, asset management, payroll, human resources, credit and
risk management and other support functions. These enterprise class systems provide significant flexibility in
managing corporate and store operations, as well as scalability for growth.

The on-boarding process for the entire enterprise is performed through a SaaS provider. All paperwork and associated
workflow is handled electronically which reduces both store and corporate administrative costs.

We invest in disaster recovery, system backups, redundancy, firewall, remote access security and virus and spam
protection to ensure a high level of system security and availability. We have systems, business policies and processes
around access controls, password expirations and file retention to ensure a high level of control within our IT network.

Environmental
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We are subject to numerous federal, state and local environmental laws, regulations and permits. Such environmental
requirements have historically been subject to frequent change and tended to become more stringent over time. While
we strive to comply with these environmental requirements, any
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violation of such requirements can result in litigation or the imposition of significant civil and criminal penalties,
injunctions or other sanctions. Compliance with these environmental requirements affects our overall cost of business,
including capital costs to construct, maintain and upgrade equipment and facilities, and ongoing operating
expenditures. We maintain sophisticated leak detection and remote monitoring systems for underground storage tanks
at the vast majority of our retail fueling stations. We operate above ground bulk petroleum tanks at our terminal
locations and have either replaced or intend to replace underground product lines at our terminals with overhead
pipelines to help mitigate the risk of potential soil and groundwater contamination. We allocate a portion of our capital
expenditure program to comply with environmental laws and regulations, and such capital expenditures are projected
to be $1.6 million in 2014.

We could be subject to joint and several as well as strict liability for environmental contamination. Many of our
current and former properties have been operated by third-parties whose handling and management of hazardous
materials were not under our control, and substantially all of them have or previously had motor fuel or petroleum
product storage tanks. Pursuant to certain environmental laws, we could be responsible for remediating contamination
relating to such sites, including impacts attributable to prior site occupants or other third parties, and for implementing
remedial measures to mitigate the risk of future contamination. We may also have liability for contamination and
violations of environmental laws under contractual arrangements with third parties, such as landlords and former
owners of our sites, including at our sites in close proximity to Walmart stores. Contamination has been identified at
certain of our current and former terminals and retail fueling stations, and we are continuing to conduct investigation
and remediation activities in relation to such properties. The discovery of additional contamination or the imposition
of further cleanup obligations at these or other properties could result in significant costs. In some cases, we may be
eligible to receive money from state “leaking petroleum storage tank” trust funds to help remediate contamination at
certain sites. However, receipt of such payments is subject to stringent eligibility requirements and other limitations
that can significantly reduce the availability of such trust fund payments and may delay or increase the duration of
associated cleanups. We could also be held responsible for contamination relating to third-party sites to which we or
our predecessors have sent hazardous materials for recycling or disposal. We are currently identified as a potentially
responsible party in connection with one such disposal site. Any such contamination, leaks from storage tanks or other
releases of hazardous materials could result in claims against us by governmental authorities and other third parties for
fines or penalties, natural resource damages, personal injury and property damage. From time to time, we are subject
to legal and administrative proceedings governing the remediation of contamination or spills from current and past
operations, including from our terminal operations and leaking petroleum storage tanks. For information regarding our
recorded environmental liabilities, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Critical Accounting Policies—Environmental and Other Loss Contingencies.”

Consumer demand for our products may be adversely impacted by fuel economy standards as well as greenhouse gas
(“GHG”) vehicle emission reduction measures. In 2010, the EPA and the Department of Transportation’s National
Highway Traffic Safety Administration (“NHTSA”) finalized new standards raising the required Corporate Average
Fuel Economy of the nation’s passenger fleet to approximately 35 miles per gallon by 2016 and imposing the first-ever
federal GHG emissions standards on cars and light trucks. In September 2011, the EPA and the Department of
Transportation published first-time standards to reduce GHG emissions and fuel consumption of medium and heavy
duty trucks. In August 2012, the EPA and NHTSA finalized further mandated decreases in passenger vehicle GHG
emissions and increases in fuel economy beginning with 2017 model year vehicles and increasing to the equivalent of
54.5 miles per gallon by 2025. These and any future increases in fuel economy standards or GHG emission reduction
requirements could decrease demand for our products.

GHG and other air emissions from our own facilities are also subject to regulation. For example, certain of our fueling
stations may be required to install and maintain vapor recovery systems to control emissions of volatile organic
compounds to the air during the vehicle fueling process. In addition, we are currently required to report annual GHG
emissions from certain of our operations. Any existing or future GHG or other such air emission measures may result
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Our business is also subject to increasingly stringent laws and regulations governing the content and characteristics of
fuel. For example, the gasoline we sell generally must meet increasingly rigorous sulfur and benzene standards. In
addition, renewable fuel standards generally require refiners and gasoline blenders to meet certain volume quotas or
obtain representative trading credits for renewable fuels that are established as a percentage of their finished product
production. Such fuel requirements and renewable fuel standards may adversely affect our wholesale fuel purchase
costs.

Sale of Regulated Products

In certain areas where our retail sites are located, state or local laws limit the hours of operation for the sale of
alcoholic beverages and restrict the sale of alcoholic beverages and tobacco products to persons younger than a certain
age. State and local regulatory agencies have the authority to approve, revoke, suspend or deny applications for and
renewals of permits and licenses relating to the sale of alcoholic beverages, as well as to issue fines to convenience
stores for the improper sale of alcoholic beverages and tobacco products. Failure to comply with these laws may result
in the loss of necessary licenses and the imposition of fines and penalties on us. Such a loss or imposition could have a
material adverse effect on our business, liquidity and results of operations. In many states, retailers of alcoholic
beverages have been held responsible for damages caused by intoxicated individuals who purchased alcoholic
beverages from them. While the potential exposure for damage claims as a seller of alcoholic beverages and tobacco
products is substantial, we have adopted procedures intended to minimize such exposure.

Federally mandated anti-money laundering regulations, specifically the USA PATRIOT Act, which amends the Bank
Secrecy Act, dictate the rules and documentation requirements we follow for the sales of money orders. In addition,
we are subject to random anti-money laundering compliance audits. We have an anti-money laundering compliance
program and have employees of the Company who review certain money order sales transactions to ensure
compliance with federal regulations.

We also adhere to the rules governing lottery sales as determined by state lottery commissions in each state in which
we make such sales.

Safety

We are subject to the requirements of the federal Occupational Safety and Health Act (“OSHA”) and comparable state
statutes that regulate the protection of the health and safety of workers. In addition, the OSHA hazard communication
standard requires that certain information be maintained about hazardous materials used or produced in our operations
and that this information be provided to employees, state and local government authorities and citizens. We believe
that our operations are currently in substantial compliance with OSHA requirements, including general industry
standards, record-keeping requirements and monitoring of occupational exposure to regulated substances.

Other Regulatory Matters

Our retail sites are also subject to regulation by federal agencies and to licensing and regulations by state and local
health, sanitation, fire and other departments relating to the development and operation of retail sites, including
regulations relating to zoning and building requirements and the preparation and sale of food. Difficulties in obtaining
or failures to obtain the required licenses or approvals could delay or prevent the development of a new retail site in a
particular area.

Our operations are also subject to federal and state laws governing such matters as wage rates, overtime and
citizenship requirements. At the federal level, there are proposals under consideration from time to time to increase
minimum wage rates and periods of protected leaves.  Beginning in August 2014, we are required under current laws
to provide a system of mandated health insurance with associated non-compliance fees applicable commencing
January 2015. These legal requirements could affect our results of operations.

Edgar Filing: Murphy USA Inc. - Form 10-K

23



11

Edgar Filing: Murphy USA Inc. - Form 10-K

24



Employees

At December 31, 2013, we had approximately 8,250 employees, including approximately 1,900 full-time employees
and 6,350 part-time employees.

Properties

Our headquarters of approximately 120,000 square feet is located at 200 Peach Street, El Dorado, Arkansas. Murphy
Oil contributed this building as part of the Separation and currently is a tenant paying rent for its leased space.  We
also own and operate another office building in El Dorado, Arkansas that houses a portion of our operations
personnel.   We have numerous owned and leased properties for our retail fueling stations as described under
“—Description of Our Business,” as well as wholly-owned product distribution terminals and one ethanol production
facility.

Website access to SEC Reports

Interested parties may obtain the Company’s public disclosures filed with the Securities and Exchange Commission
(SEC), including Form 10-K, Form 10-Q, Form 8-K and other documents, by accessing the Investor Relations section
of Murphy USA Inc.’s website at ir.corporate.murphyusa.com.

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and any
amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities and Exchange Act
of 1934 are available on our website, free of charge, as soon as reasonably practicable after such reports are filed with,
or furnished to, the SEC.  Alternatively, you may access these reports at the SEC’s website at http://www.sec.gov.
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Item 1A. RISK FACTORS

You should carefully consider each of the following risks and all of the other information contained in this Annual
Report on Form 10-K. 

Our business, prospects, financial condition, results of operations or cash flows could be materially and adversely
affected by any of these risks, and, as a result, the trading price of our common stock could decline.

Risks Relating to our Company

We have limited history operating as an independent public company. We incurred significant costs to create the
corporate infrastructure necessary to operate as an independent public company, and we may experience increased
ongoing costs in connection with being an independent public company compared to our history prior to the
Separation.

We have historically used Murphy Oil’s corporate infrastructure to support our business functions, including
information technology systems. The expenses related to establishing and maintaining this infrastructure were spread
among all of Murphy Oil’s businesses. Following the Separation and after the expiration of the Transition Services
Agreement between us and Murphy Oil in connection with the Separation, we will no longer have access to Murphy
Oil’s infrastructure, and we will need to establish and maintain our own. While the majority of these costs were
incurred by Murphy Oil prior to the Separation, we have incurred costs since the Separation and expect to continue to
incur some such costs to establish and maintain the remaining necessary infrastructure.

Prior to the Separation, Murphy Oil performed many important corporate functions for us, including some treasury
and payroll, tax administration and compliance, human resources, compensation and benefits, legal and other services.
Following the Separation, Murphy Oil has continued to provide some of these services to us on a transitional basis,
generally for a period of up to 18 months, with a possible extension of 6 months, pursuant to the Transition Services
Agreement. Murphy Oil may not successfully execute all these functions during the transition period or we may have
to expend significant efforts or costs materially in excess of those estimated under the Transition Services Agreement.
Any interruption in these services could have a material adverse effect on our business, financial condition, results of
operation and cash flows. In addition, no later than the end of this transition period, we will need to perform these
functions ourselves or hire third parties to perform these functions on our behalf. The costs associated with performing
or outsourcing these functions may exceed the amounts reflected in our historical consolidated and combined financial
statements or that we have agreed to pay Murphy Oil during the transition period. A significant increase in the costs of
performing or outsourcing these functions could materially and adversely affect our business, financial condition,
results of operations and cash flows.

Since August 30, 2013, we have been directly subject to reporting and other obligations under the Securities Exchange
Act of 1934, as amended (“Exchange Act”), and we expect to be compliant with the applicable requirements of
Section 404 of the Sarbanes-Oxley Act of 2002 for the year ended December 31, 2014.  This will require annual
management assessments of the effectiveness of our internal control over financial reporting and a report by our
independent registered public accounting firm addressing the effectiveness of these controls. These reporting and
other obligations will place significant demands on our management and our administrative and operational resources,
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including accounting resources.

In connection with our Separation from Murphy Oil, Murphy Oil has agreed to indemnify us for certain liabilities and
we have agreed to indemnify Murphy Oil for certain liabilities. If we are required to act under these indemnities to
Murphy Oil, we may need to divert cash to meet those obligations and our financial results could be negatively
impacted. The Murphy Oil indemnity may not be sufficient to insure us against the full amount of liabilities for which
it will be allocated responsibility, and Murphy Oil may not be able to satisfy its indemnification obligations to us in
the future.
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Pursuant to the Separation and Distribution Agreement and certain other agreements with Murphy Oil, Murphy Oil
has agreed to indemnify us for certain liabilities, and we have agreed to indemnify Murphy Oil for certain liabilities.
Indemnities that we may be required to provide Murphy Oil are not subject to any cap, may be significant and could
negatively impact our business, particularly indemnities relating to our actions that could impact the tax-free nature of
the distribution. Third parties could also seek to hold us responsible for any of the liabilities that Murphy Oil has
agreed to retain, and under certain circumstances, we may be subject to continuing contingent liabilities of Murphy
Oil following the Separation. Further, Murphy Oil may not be able to fully satisfy its indemnification obligations.
Moreover, even if we ultimately succeed in recovering from Murphy Oil any amounts for which we are held liable, we
may be temporarily required to bear these losses ourselves. Each of these risks could negatively affect our business,
results of operations and financial condition.

Our operations present hazards and risks, which may not be fully covered by insurance, if insured.  If a significant
accident or event occurs for which we are not adequately insured, our operations and financial results could be
adversely affected. 

The scope and nature of our operations present a variety of operational hazards and risks, including explosions, fires,
toxic emissions, and natural catastrophes that must be managed through continual oversight and control.  These and
other risks are present throughout our operations.  As protection against these hazards and risks, we maintain
insurance against many, but not all, potential losses or liabilities arising from such risks.  Uninsured losses and
liabilities arising from operating risks could reduce the funds available to us for capital and investment spending and
could have a material adverse effect on our financial condition, results of operations and cash flows. 

We have debt obligations that could restrict our business and adversely impact our financial condition, results of
operations or cash flows; our leverage could increase the overall cost of debt funding and decrease the overall debt
capacity and commercial credit available to us in the future.

In connection with the Separation, we borrowed $650 million of new debt, used in part to fund a cash dividend to
Murphy Oil immediately prior to the Separation. This level of debt could have significant consequences to our future
operations, including:

· making it more difficult for us to meet our payment and other obligations under our outstanding debt;
· resulting in an event of default if we fail to comply with the financial and other restrictive covenants contained in

our debt agreements, which event of default could result in all of our debt becoming immediately due and payable;
· reducing the availability of our cash flow to fund working capital, capital expenditures, acquisitions and other

general corporate purposes, and limiting our ability to obtain additional financing for these purposes;
· limiting our flexibility in planning for, or reacting to, and increasing our vulnerability to, changes in our business,

the industry in which we operate and the general economy; and
· placing us at a competitive disadvantage compared to our competitors that have less debt or are less leveraged.
Any of the above-listed factors could have an adverse effect on our business, financial condition and results of
operations.

In addition, our credit facilities and the indenture that governs the notes include restrictive covenants that, subject to
certain exceptions and qualifications, restrict or limit our ability and the ability of our restricted subsidiaries to, among
other things, incur additional indebtedness, pay dividends, make certain investments, sell certain assets and enter into
certain strategic transactions, including mergers and acquisitions. These covenants and restrictions could affect our
ability to operate our business, and may limit our ability to react to market conditions or take advantage of potential
business opportunities as they arise.
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Our leverage may increase the overall cost of debt funding and decrease the overall debt capacity and commercial
credit available to us.  We have below investment-grade ratings from Moody’s and S&P based on our current capital
structure. Our credit ratings could be lowered or withdrawn entirely by a ratings agency if, in its judgment, the
circumstances warrant. If our existing ratings are lowered, or otherwise we do not obtain an investment grade rating in
the future, or if we do and a rating agency were to downgrade us again to below investment grade, our borrowing
costs would increase and our funding sources could decrease. Actual or anticipated changes or downgrades in our
ratings, including any announcement that our ratings are under review for a downgrade, could adversely affect our
business, cash flows, financial condition and operating results.

If the distribution from Murphy Oil, together with certain related transactions, does not qualify as a transaction that is
generally tax-free for U.S. federal income tax purposes, shareholders and Murphy Oil could be subject to significant
tax liability and, in certain circumstances, we could be required to indemnify Murphy Oil for material taxes pursuant
to indemnification obligations under the Tax Matters Agreement entered into in connection with the Separation.

Murphy Oil has received a private letter ruling from the IRS substantially to the effect that, among other things, the
distribution, together with certain related transactions, will qualify as a transaction that is generally tax-free to Murphy
Oil and its stockholders for U.S. federal income tax purposes, and has also received a tax opinion from Davis Polk &
Wardwell LLP, counsel to Murphy Oil, to substantially the same effect. The private letter ruling and the tax opinion
does rely on certain representations, assumptions and undertakings, including those relating to the past and future
conduct of our business, and neither the private letter ruling nor the opinion would be valid if such representations,
assumptions and undertakings were incorrect. Moreover, the private letter ruling does not address all the issues that
are relevant to determining whether the distribution will qualify for tax-free treatment. Notwithstanding the private
letter ruling and the tax opinion, the IRS could determine the distribution should be treated as a taxable transaction for
U.S. federal income tax purposes if it determines any of the representations, assumptions or undertakings that were
included in the request for the private letter ruling are false or have been violated or if it disagrees with the
conclusions in the opinion that are not covered by the IRS ruling.

If the distribution fails to qualify for tax-free treatment, in general, Murphy Oil would be subject to tax as if it had sold
the Murphy USA common stock in a taxable sale for its fair market value, and Murphy Oil stockholders who received
shares of Murphy USA common stock in the distribution would be subject to tax as if they had received a taxable
distribution equal to the fair market value of such shares. In connection with the distribution, we and Murphy Oil
entered into a Tax Matters Agreement that governs our rights and obligations with respect to our respective tax
liabilities. Generally, we and Murphy Oil will indemnify each other for taxes attributable to our respective operations,
and we will indemnify Murphy Oil from the failure of the distribution to qualify as a distribution under Section 355 of
the Code as a result of a breach of certain representations or covenants by us. If we are required to indemnify Murphy
Oil under the circumstances set forth in the Tax Matters Agreement, we may be subject to substantial liabilities.

We may not be able to engage in desirable strategic or capital-raising transactions following the Separation. In
addition, under some circumstances, we could be liable for adverse tax consequences resulting from engaging in
significant strategic or capital-raising transactions.

In the absence of a supplemental private letter ruling from the IRS or an unqualified opinion from a nationally
recognized tax advisor, for the two-year period following the distribution (which was completed on August 30, 2013),
we would be prohibited from carrying out a number of transactions that may otherwise be desirable, including:

· engaging in any transaction involving a merger, consolidation or other reorganization involving shares of our stock;
· entering into transactions which would result in one or more persons acquiring stock representing a 40% or greater

interest in us;
· disposing of assets used in the U.S. marketing business (other than our ethanol assets or other asset sales in the

ordinary course of business);
· discontinuing the U.S. marketing business or dissolving or liquidating; and
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· repurchasing shares of our common stock, other than pursuant to open-market purchases to further legitimate
business purposes.

These restrictions may limit our ability to pursue strategic transactions or engage in new business or other transactions
that may maximize the value of our business.

Risks Relating to Our Business

Volatility in the global prices of oil and petroleum products and general economic conditions that are largely out of
our control, as well as seasonal variations in fuel pricing, can significantly affect our operating results.

Our net income is significantly affected by changes in the margins on retail and wholesale gasoline marketing
operations. Oil and domestic wholesale gasoline markets are volatile. General political conditions, acts of war or
terrorism, instability in oil producing regions, particularly in the Middle East and South America, and the value of
U.S. dollars relative to other foreign currencies, particularly those of oil producing nations, could significantly affect
oil supplies and wholesale gasoline costs. In addition, the supply of gasoline and our wholesale purchase costs could
be adversely affected in the event of a shortage, which could result from, among other things, lack of capacity at oil
refineries, sustained increase in global demand or the fact that our gasoline contracts do not guarantee an
uninterrupted, unlimited supply of gasoline. Our wholesale purchase costs could also be adversely affected by
increasingly stringent regulations regarding the content and characteristics of fuel products. Significant increases and
volatility in wholesale gasoline costs could result in lower gasoline gross margins per gallon. This volatility makes it
extremely difficult to predict the effect that future wholesale cost fluctuations will have on our operating results and
financial condition in future periods.

Except in limited cases, we typically do not seek to hedge any significant portion of our exposure to the effects of
changing prices of crude oil and refined products. Dramatic increases in oil prices reduce retail gasoline gross
margins, because wholesale gasoline costs typically increase faster than retailers are able to pass them along to
customers. We purchase refined products, particularly gasoline, needed to supply our U.S. retail marketing stations.
Therefore, our most significant costs are subject to volatility of prices for these commodities. Our ability to
successfully manage operating costs is important because we have little or no influence on the sales prices or regional
and worldwide consumer demand for oil and gasoline. Furthermore, oil prices, wholesale motor fuel costs, motor fuel
sales volumes, motor fuel gross margins and merchandise sales can be subject to seasonal fluctuations. For example,
consumer demand for motor fuel typically increases during the summer driving season, and typically falls during the
winter months. Travel, recreation and construction are typically higher in these months in the geographic areas in
which we operate, increasing the demand for motor fuel and merchandise that we sell. Therefore, our revenues and/or
sales volumes are typically higher in the second and third quarters of our fiscal year. A significant change in any of
these factors, including a significant decrease in consumer demand (other than typical seasonal variations), could
materially affect our motor fuel and merchandise volumes, motor fuel gross profit and overall customer traffic, which
in turn could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Further, recessionary economic conditions, higher interest rates, higher gasoline and other energy costs, inflation,
increases in commodity prices, higher levels of unemployment, higher consumer debt levels, higher tax rates and other
changes in tax laws or other economic factors may affect consumer spending or buying habits, and could adversely
affect the demand for products we sell at our retail sites. Unfavorable economic conditions, higher gasoline prices and
unemployment levels can affect consumer confidence, spending patterns and miles driven. These factors can lead to
sales declines in both gasoline and general merchandise, and in turn have an adverse impact on our business, financial
condition, results of operations and cash flows.

Our ability to continue to generate revenue and operating income depends on our continued relationship with
Walmart.
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At December 31, 2013, our 1,203 Company stations were almost all in close proximity to Walmart stores. Therefore,
our relationship with Walmart, the continued goodwill of Walmart and the integrity of Walmart’s brand name in the
retail marketplace are all important drivers for our business. Any
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deterioration in our relationship with Walmart could have a material adverse effect on us, including limiting our future
growth. In addition, our competitive posture could be weakened by negative changes at Walmart. Many of our
Company stations benefit from customer traffic generated by Walmart retail stores, and if the customer traffic through
these host stores decreases due to the economy or for any other reason, our sales could be materially and adversely
affected.

In addition, on December 21, 2012, we entered into an agreement with Walmart to purchase approximately 200
properties for the development of additional retail fueling stations, which we expect to complete over the next few
years. As a result, the foregoing risks impact our ability to achieve growth from these additional retail sites. We also
rely upon Walmart’s cooperation with us in order to complete the purchases of these additional sites, and our
agreement with Walmart requires us to obtain their approval of our development plans before we may purchase any
properties from them. See “ – Walmart retains certain rights in its agreements with us, which may adversely impact our
ability to conduct our business” below.  If our relationship with Walmart deteriorates or Walmart experiences a
slowdown in customer traffic or reputational harm, we may not be successful in developing these additional retail
sites, and as a result, our financial condition, results of operations and cash flows could be materially and adversely
affected.

The current level of additional incremental revenue that is generated from RINs may not be sustainable.

Our revenues are impacted by our ability to generate revenues from activities such as blending bulk fuel with ethanol
and bio-diesel to capture and subsequently sell Renewable Identification Numbers ("RINs").  The market price for
RINs fluctuates based on a variety of factors, including but not limited to governmental and regulatory action and
market dynamics.  In recent historical periods, we have benefited by our ability to attain RINs and sell them at
favorable prices in the market; however, during the latter part of 2013, we have observed RIN prices that were
declining in value from values obtained earlier in the year.  A significant decline in revenues from RINs in future
periods could adversely affect our results of operations, and the impact could be material.

We are exposed to risks associated with the interruption of supply and increased costs as a result of our reliance on
third-party supply and transportation of refined products.

We utilize key product supply and wholesale assets, including our pipeline positions and product distribution
terminals, to supply our retail fueling stations. Much of our competitive advantage arises out of these proprietary
arrangements which, if disrupted, could materially and adversely affect us. In addition to our own operational risks
discussed above, we could experience interruptions of supply or increases in costs to deliver refined products to
market if the ability of the pipelines or vessels to transport petroleum or refined products is disrupted because of
weather events, accidents, governmental regulations or third-party actions. Furthermore, at some of our locations there
are very few suppliers for fuel in that market.

 Changes in credit card expenses could reduce our gross margin, especially on gasoline.

A significant portion of our retail sales involve payment using credit cards. We are assessed credit card fees as a
percentage of transaction amounts and not as a fixed dollar amount or percentage of our gross margins. Higher
gasoline prices result in higher credit card expenses, and an increase in credit card use or an increase in credit card
fees would have a similar effect. Therefore, credit card fees charged on gasoline purchases that are more expensive as
a result of higher gasoline prices are not necessarily accompanied by higher gross margins. In fact, such fees may
cause lower gross margins. Lower gross margins on gasoline sales caused by higher credit card fees may decrease our
overall gross margin and could have a material adverse effect on our business, financial condition, results of
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Walmart retains certain rights in its agreements with us, which may adversely impact our ability to conduct our
business.

In recent years, we have purchased from Walmart the properties underlying 914 of our Company stations. Our
December 21, 2012 agreement with Walmart provides for the potential purchase of approximately 200 additional
sites. Our agreement requires us to obtain Walmart’s approval of our development plans and to indemnify Walmart for
certain environmental liabilities. In addition, Walmart has the right to terminate the agreement with respect to certain
properties located adjacent to Walmart stores if the sale of any such property to us would result in certain claims or
liabilities against Walmart or, in Walmart’s sole discretion, would impair the operation of the related Walmart store.
Although we expect to build approximately 200 sites over the next few years, to date, Walmart has terminated the
agreement with respect to a few of the properties under the agreement. If we are unable to obtain Walmart’s approval
or Walmart terminates the agreement with respect to additional properties, or we are unable to obtain site development
permits, we may develop fewer sites than we currently anticipate, and the development of these sites may take longer
than we anticipate or may not occur at all. As a result, we can provide no assurance as to the number of sites
contemplated by the agreement that we will develop. The failure to develop these sites as currently contemplated for
any reason could materially impact our forecasted growth.

In addition, our owned properties that were purchased from Walmart are subject to Easements with Covenants and
Restrictions Affecting Land (the “ECRs”) between us and Walmart. The ECRs impose customary restrictions on the use
of our properties, which Walmart has the right to enforce. The ECRs also provide that if we propose to sell a fueling
station property or any portion thereof (other than in connection with the sale of all or substantially all of our
properties that were purchased from Walmart or in connection with a bona fide financing), Walmart has a right of first
refusal to purchase such property or portion thereof on similar terms. Subject to certain exceptions (including a merger
in which we participate, the transfer of any of our securities or a change in control of us), if we market for sale to a
third party all or substantially all of our properties that were purchased from Walmart, or if we receive an unsolicited
offer to purchase such properties that we intend to accept, we are required to notify Walmart. Walmart then has the
right, within 90 days of receipt of such notice, to make an offer to purchase such properties. If Walmart makes such an
offer, for a period of one year we will generally only be permitted to accept third-party offers where the net
consideration to us would be greater than that offered by Walmart.

The ECRs also prohibit us from transferring all or substantially all of our fueling station properties that were
purchased from Walmart to a “competitor” of Walmart, as reasonably determined by Walmart. The term “competitor” is
generally defined in the ECRs as an entity that owns, operates or controls grocery stores or supermarkets, wholesale
club operations similar to that of a Sam’s Club, discount department stores or other discount retailers similar to any of
the various Walmart store prototypes or pharmacy or drug stores.

Similarly, some of our leased properties are subject to certain rights retained by Walmart. Our master lease agreement
states that if Murphy Oil USA, Inc. is acquired or becomes party to any merger or consolidation that results in a
material change in the management of the stations, Walmart will have the option to purchase the stations at fair
market value. The master lease also prohibits us from selling all or any portion of a station without first offering to sell
all or such portion to Walmart on the same terms and conditions. These provisions may restrict our ability to conduct
our business on the terms and in the manner we consider most favorable and may adversely affect our future growth.

We currently have one principal supplier for over 80% of our merchandise. A disruption in supply could have a
material effect on our business.

Over 80% of our general merchandise, including most tobacco products and grocery items, is currently purchased
from a single wholesale grocer, McLane Company, Inc. (“McLane”). We have a contract with McLane through
September 2015, but we may not be able to renew the contract when it expires, or on similar terms. Alternative
suppliers that we could use may not be immediately available. A disruption in supply could have a material effect on
our business, cost of goods sold, financial condition, results of operations and cash flows.
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We may be unable to protect or maintain our rights in the trademarks we use in our business.

We expect to use the Murphy USA® and Murphy Express trademarks under the Trademark License Agreement that
we entered into with Murphy Oil, which will continue to own those trademarks. Murphy Oil’s actions and our actions
to protect our rights in those trademarks may not be adequate to prevent others from using similar marks or otherwise
violating our rights in those trademarks. Furthermore, our right to use those trademarks is limited to the marketing
business and can be terminated by Murphy Oil upon the occurrence of certain events, such as our uncured material
breach, insolvency or change of control.

Capital financing may not always be available to fund our activities.

We usually must spend and risk a significant amount of capital to fund our activities. Although most capital needs are
funded from operating cash flow, the timing of cash flows from operations and capital funding needs may not always
coincide, and the levels of cash flow may not fully cover capital funding requirements.

From time to time, we may need to supplement our cash generated from operations with proceeds from financing
activities. In connection with the Separation, we entered into a credit facility to provide us with available financing for
working capital and other general corporate purposes. This credit facility is intended to meet any ongoing cash needs
in excess of internally generated cash flows. Uncertainty and illiquidity in financial markets may materially impact the
ability of the participating financial institutions to fund their commitments to us under our credit facility. Accordingly,
we may not be able to obtain the full amount of the funds available under our credit facility to satisfy our cash
requirements, and our failure to do so could have a material adverse effect on our operations and financial position.

We could be adversely affected if we are not able to attract and retain highly qualified senior personnel.

We are dependent on our ability to attract and retain highly qualified senior personnel. If, for any reason, we are not
able to attract and retain qualified senior personnel, our business, financial condition, results of operations and cash
flows could be adversely affected.

We may be unsuccessful in executing any strategic alternatives that we may pursue for our remaining ethanol
production facility.  

To better focus the Company’s operations on its retail fuel business, we are currently considering strategic alternatives
for our Hereford ethanol facility. As part of this effort, we are evaluating various factors, including the appropriate
timing and market conditions. Although we will seek to maximize value in any transaction that we may pursue, we
may be unsuccessful in achieving the financial and/or operational objectives of any such transaction. This risk may be
exacerbated to the extent we pursue a strategic alternative under unfavorable industry and/or market conditions.

Risks Relating to Our Industry

We operate in a highly competitive industry, which could adversely affect us in many ways, including our
profitability, our ability to grow, and our ability to manage our businesses.

We operate in the oil and gas industry and experience intense competition from other independent retail and wholesale
gasoline marketing companies and ethanol producers. The U.S. marketing petroleum business is highly competitive,
particularly with regard to accessing and marketing petroleum and other refined products. We compete with other
chains of retail fuel stations for fuel supply and in the retail sale of refined products to end consumers, primarily on
the basis of price, but also on the basis of convenience and consumer appeal. In addition, we may also face
competition from other retail fueling stations that adopt marketing strategies similar to ours by associating with
non-traditional retailers, such as supermarkets, discount club stores and hypermarkets, particularly in the geographic
areas in which we operate. We expect that our industry will continue to trend toward this model, resulting in increased
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competition to us over time. Moreover, because we do not produce or refine any of the petroleum or other refined
products that we market and Murphy Oil does not supply us with refined products, we compete with retail gasoline
companies that have ongoing supply relationships with affiliates or former affiliates that
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manufacture refined products. We also compete with integrated companies that have their own production and/or
refining operations that are at times able to offset losses from marketing operations with profits from producing or
refining operations, and may be better positioned to withstand periods of depressed retail margins or supply shortages.
In addition, we compete with other retail and wholesale gasoline marketing companies that have more extensive retail
outlets and greater brand name recognition. Some of our competitors have been in existence longer than we have and
have greater financial, marketing and other resources than we do. As a result, these competitors may have a greater
ability to bear the economic risks inherent in all phases of our business and may be able to respond better to changes
in the economy and new opportunities within the industry. Such competition could adversely affect us, including our
profitability, our ability to grow and our ability to manage our business.

In addition, the retail gasoline industry in the United States is highly competitive due to ease of entry and constant
change in the number and type of retailers offering similar products and services. With respect to merchandise, our
retail sites compete with other convenience store chains, independently owned convenience stores, supermarkets,
drugstores, discount clubs, gasoline service stations, mass merchants, fast food operations and other similar retail
outlets. In recent years, several non-traditional retailers, including supermarkets, discount club stores and mass
merchants, have begun to compete directly with retail gasoline sites. These non-traditional gasoline retailers have
obtained a significant share of the gasoline market, and their market share is expected to grow, and these retailers may
use promotional pricing or discounts, both at the fuel pump and in the convenience store, to encourage in-store
merchandise sales and gasoline sales. In addition, some large retailers and supermarkets are adjusting their store
layouts and product prices in an attempt to appeal to convenience store customers. Major competitive factors include:
location, ease of access, product and service selection, gasoline brands, pricing, customer service, store appearance,
cleanliness and safety. Competition from these retailers may reduce our market share and our revenues, and the
resulting impact on our business and results of operations could be materially adverse.

Changes in consumer behavior and travel as a result of changing economic conditions, the development of alternative
energy technologies or otherwise could affect our business.

In the retail gasoline industry, customer traffic is generally driven by consumer preferences and spending trends,
growth rates for commercial truck traffic and trends in travel and weather. Changes in economic conditions generally,
or in the regions in which we operate, could adversely affect consumer spending patterns and travel in our markets. In
particular, weakening economic conditions may result in decreases in miles driven and discretionary consumer
spending and travel, which affect spending on gasoline and convenience items. In addition, changes in the types of
products and services demanded by consumers may adversely affect our merchandise sales and gross margin.
Additionally, negative publicity or perception surrounding gasoline suppliers could adversely affect their reputation
and brand image, which may negatively affect our gasoline sales and gross margin. Our success depends on our ability
to anticipate and respond in a timely manner to changing consumer demands and preferences while continuing to sell
products and services that remain relevant to the consumer and thus will positively impact overall retail gross margin.

Similarly, advanced technology, improved fuel efficiency and increased use of “green” automobiles (e.g., those
automobiles that do not use gasoline or that are powered by hybrid engines) would reduce demand for gasoline.
Developments regarding climate change and the effects of greenhouse gas emissions on climate change and the
environment may lead to increased use of “green” automobiles. Consequently, attitudes toward gasoline and its
relationship to the environment may significantly affect our sales and ability to market our products. Reduced
consumer demand for gasoline could have a material adverse effect on our business, financial condition, results of
operations and cash flows.

Our operations and earnings have been and will continue to be affected by worldwide political developments.

Many governments, including those that are members of the Organization of Petroleum Exporting Countries (“OPEC”),
unilaterally intervene at times in the orderly market of petroleum and natural gas produced in their countries through
such actions as setting prices, determining rates of production, and controlling who may buy and sell the production.
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gas and refined products could be influenced by political unrest and by various governmental policies to restrict or
increase petroleum usage and supply. Other governmental actions that could affect our operations and earnings
include tax changes, royalty increases and regulations concerning: currency fluctuations, protection and remediation
of the environment, concerns over the possibility of global warming being affected by human activity including the
production and use of hydrocarbon energy, restraints and controls on imports and exports, safety, and relationships
between employers and employees. As a retail gasoline marketing company, we are significantly affected by these
factors. Because these and other factors are subject to changes caused by governmental and political considerations
and are often made in response to changing internal and worldwide economic conditions and to actions of other
governments or specific events, it is not practical to attempt to predict the effects of such factors on our future
operations and earnings.

Our business is subject to operational hazards and risks normally associated with the marketing of petroleum products.

We operate in many different locations around the United States. The occurrence of an event, including but not
limited to acts of nature such as hurricanes, floods, earthquakes and other forms of severe weather, and mechanical
equipment failures, industrial accidents, fires, explosions, acts of war and intentional terrorist attacks could result in
damage to our facilities, and the resulting interruption and loss of associated revenues; environmental pollution or
contamination; and personal injury, including death, for which we could be deemed to be liable, and which could
subject us to substantial fines and/or claims for punitive damages.

We store gasoline in storage tanks at our retail sites. Our operations are subject to significant hazards and risks
inherent in storing gasoline. These hazards and risks include, but are not limited to, fires, explosions, spills, discharges
and other releases, any of which could result in distribution difficulties and disruptions, environmental pollution,
governmentally imposed fines or cleanup obligations, personal injury or wrongful death claims and other damage to
our properties and the properties of others. Any such event could have a material adverse effect on our business,
financial condition, results of operations and cash flows.

Certain of our assets such as gasoline terminals and certain retail fueling stations lie near the U.S. coastline and are
vulnerable to hurricane and tropical storm damages, which may result in shutdowns. The U.S. hurricane season runs
from June through November, but the most severe storm activities usually occur in late summer, such as with
Hurricanes Katrina and Rita in 2005. Although we expect to maintain insurance for certain of these risks as described
below, due to policy deductibles and possible coverage limits, weather-related risks are not fully insured.

We are subject to various environmental laws and regulations, which could expose us to significant expenditures,
liabilities or obligations and reduce product demand.

We are subject to stringent federal, state and local environmental laws and regulations governing, among other things,
the generation, storage, handling, use and transportation of petroleum products and hazardous materials; the emission
and discharge of such substances into the environment; the content and characteristics of fuel products; the process
safety of our facilities; and human health and safety. Pursuant to such environmental laws and regulations, we are also
required to obtain permits from governmental authorities for certain of our operations. While we strive to abide by
these requirements, we cannot assure you that we have been or will be at all times in compliance with such laws,
regulations and permits. If we violate or fail to comply with these requirements, we could be subject to litigation, fines
or other sanctions. Environmental requirements, and the enforcement and interpretation thereof, change frequently and
have generally become more stringent over time. Compliance with existing and future environmental laws, regulations
and permits may require significant expenditures. In addition, to the extent fuel content and characteristic standards
increase our wholesale purchase costs, we may be adversely affected if we are unable to recover such costs in our
pricing.

 We could be subject to joint and several as well as strict liability for environmental contamination, without regard to
fault or the legality of our conduct. In particular, we could be liable for contamination relating to properties that we
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leased or operated. Substantially all of these properties have or in the past had storage tanks to store motor fuel or
petroleum products. Leaks from such tanks may impact soil or groundwater and could result in substantial cleanup
costs. We could also be held responsible for contamination relating to third-party sites to which we or our
predecessors have sent hazardous materials. In addition to potentially significant investigation and remediation costs,
any such contamination, leaks from storage tanks or other releases of hazardous materials can give rise to claims from
governmental authorities and other third parties for fines or penalties, natural resource damages, personal injury and
property damage.

Our business is also affected by fuel economy standards and greenhouse gas (“GHG”) vehicle emission reduction
measures. As such fuel economy and GHG reduction requirements become more stringent over time, consumer
demand for our products may be adversely affected. In addition, some of our facilities are subject to GHG regulation.
We are currently required to report annual GHG emissions from certain of our operations, and additional GHG
emission-related requirements that may affect our business have been finalized or are in various phases of discussion
or implementation. Any existing or future GHG emission requirements could result in increased operating costs and
additional compliance expenses.

Our expenditures, liabilities and obligations relating to environmental matters could have a material adverse effect on
our business, product demand, reputation, results of operations and financial condition.

Future tobacco legislation, campaigns to discourage smoking, increases in tobacco taxes and wholesale cost increases
of tobacco products could have a material adverse impact on our retail operating revenues and gross margin.

Sales of tobacco products have historically accounted for an important portion of our total sales of convenience store
merchandise. Significant increases in wholesale cigarette costs and tax increases on tobacco products, as well as future
legislation and national and local campaigns to discourage smoking in the United States, may have an adverse effect
on the demand for tobacco products, and therefore reduce our revenues and profits. Competitive pressures in our
markets can make it difficult to pass price increases on to our customers. These factors could materially and adversely
affect our retail price of cigarettes, cigarette unit volume and sales, merchandise gross margin and overall customer
traffic. Reduced sales of tobacco products or smaller gross margins on the sales we make could have a material
adverse effect on our business, financial condition, results of operations and cash flows.

Currently, major cigarette manufacturers offer substantial rebates to retailers. We include these rebates as a
component of our gross margin. In the event these rebates are no longer offered, or decreased, our profit from cigarette
sales will decrease accordingly. In addition, reduced retail display allowances on cigarettes offered by cigarette
manufacturers would negatively affect gross margins. These factors could materially affect our retail price of
cigarettes, cigarette unit volume and revenues, merchandise gross margin and overall customer traffic, which could in
turn have a material adverse effect on our business, financial condition, results of operations and cash flows.

Our retail operations are subject to extensive government laws and regulations, and the cost of compliance with such
laws and regulations can be material.

Our retail operations are subject to extensive local, state and federal governmental laws and regulations relating to,
among other things, the sale of alcohol, tobacco and money orders, employment conditions, including minimum wage
requirements, and public accessibility requirements. The cost of compliance with these laws and regulations can have
a material adverse effect on our business, financial condition, results of operations and cash flows. In addition, failure
to comply with local, state and federal laws and regulations to which our operations are subject may result in penalties
and costs that could adversely affect our business, financial condition, results of operations and cash flows.

In certain areas where our retail sites are located, state or local laws limit the retail sites’ hours of operation or their sale
of alcoholic beverages, tobacco products, possible inhalants and lottery tickets, in particular to minors. Failure to
comply with these laws could adversely affect our revenues and results of operations because these state and local

Edgar Filing: Murphy USA Inc. - Form 10-K

43



regulatory agencies have the power to revoke, suspend or deny

22

Edgar Filing: Murphy USA Inc. - Form 10-K

44



applications for and renewals of permits and licenses relating to the sale of these products or to seek other remedies,
such as the imposition of fines or other penalties.

 Regulations related to wages also affect our business. Any appreciable increase in the statutory minimum wage would
result in an increase in our labor costs and such cost increase, or the penalties for failing to comply with such statutory
minimums, could adversely affect our business, financial condition, results of operations and cash flows.

Further, although we are still evaluating what effect, if any, U.S. health care reform legislation may have on our
business, a requirement to provide additional health insurance benefits to our employees, or health insurance coverage
to additional employees, would likely increase our costs and expenses, and such increases could be significant enough
to materially affect our business, financial condition, results of operations and cash flows.

Any changes in the laws or regulations described above that are adverse to us and our properties could affect our
operating and financial performance. In addition, new regulations are proposed from time to time which, if adopted,
could have a material adverse effect on our business, financial condition, results of operations and cash flows.

Future consumer or other litigation could adversely affect our business, financial condition, results of operations and
cash flows.

Our retail operations are characterized by a high volume of customer traffic and by transactions involving a wide array
of product selections. These operations carry a higher exposure to consumer litigation risk when compared to the
operations of companies operating in many other industries. Consequently, we have been, and may in the future be
from time to time, involved in lawsuits seeking cash settlements for alleged personal injuries, property damages and
other business-related matters, as well as energy content, off-specification gasoline, products liability and other legal
actions in the ordinary course of our business. While these actions are generally routine in nature and incidental to the
operation of our business, if our assessment of any action or actions should prove inaccurate, our business, financial
condition, results of operations and cash flows could be adversely affected. For more information about our legal
matters, see Note 18 “Contingencies” to the consolidated and combined historical financial statements for the three years
ended December 31, 2013 included in this Form 10-K. Further, adverse publicity about consumer or other litigation
may negatively affect us, regardless of whether the allegations are true, by discouraging customers from purchasing
gasoline or merchandise at our retail sites.

We rely on our IT systems and network infrastructure to manage numerous aspects of our business, and a disruption
of these systems could adversely affect our business.

We depend on our IT systems and network infrastructure to manage numerous aspects of our business and provide
analytical information to management. These systems are an essential component of our business and growth
strategies, and a serious disruption to them could significantly limit our ability to manage and operate our business
efficiently. These systems are vulnerable to, among other things, damage and interruption from power loss or natural
disasters, computer system and network failures, loss of telecommunications services, physical and electronic loss of
data, security breaches and computer viruses, which could result in a loss of sensitive business information, systems
interruption or the disruption of our business operations. To protect against unauthorized access or attacks, we have
implemented infrastructure protection technologies and disaster recovery plans, but there can be no assurance that a
technology systems breach or systems failure, which may occur and go undetected, will not have a material adverse
effect on our financial condition or results of operations.

Our business and our reputation could be adversely affected by the failure to protect sensitive customer, employee or
vendor data or to comply with applicable regulations relating to data security and privacy.

In the normal course of our business as a gasoline and merchandise retailer, we obtain large amounts of personal data,
including credit and debit card information from our customers. While we have invested significant amounts in the
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us, a breakdown or a breach in our systems that results in the unauthorized release of individually identifiable
customer or other sensitive data could nonetheless occur and have a material adverse effect on our reputation,
operating results and financial condition. Such a breakdown or breach could also materially increase the costs we
incur to protect against such risks. Also, a material failure on our part to comply with regulations relating to our
obligation to protect such sensitive data or to the privacy rights of our customers, employees and others could subject
us to fines or other regulatory sanctions and potentially to lawsuits.

 Compliance with and changes in tax laws could adversely affect our performance.

We are subject to extensive tax liabilities imposed by multiple jurisdictions, including income taxes, indirect taxes
(excise/duty, sales/use and gross receipts taxes), payroll taxes, franchise taxes, withholding taxes and ad valorem
taxes. New tax laws and regulations and changes in existing tax laws and regulations are continuously being enacted
or proposed that could result in increased expenditures for tax liabilities in the future. Many of these liabilities are
subject to periodic audits by the respective taxing authority. Subsequent changes to our tax liabilities as a result of
these audits may subject us to interest and penalties.

Risks Relating to Our Common Stock

The price of our common stock may fluctuate significantly and if securities or industry analysts publish unfavorable
research reports about our business or if they downgrade their rating on our common stock, the price of our common
stock could decline.

The price at which our common stock trades may fluctuate significantly.  The trading price of our common stock
could be subject to wide fluctuations in response to a number of factors, including, but not limited to:

· fluctuations in quarterly or annual results of operations, especially if they differ from our previously announced
guidance or forecasts made by analysts;

· announcements by us of anticipated future revenues or operating results, or by others concerning us, our
competitors, our customers, or our industry;

· our ability to execute our business plan;
· competitive environment;
· regulatory developments;
· limited analyst coverage; and
· changes in overall stock market conditions, including the stock prices of our competitors.
Provisions in our Certificate of Incorporation and Bylaws and certain provisions of Delaware law could delay or
prevent a change in control of us.

The existence of some provisions of our Certificate of Incorporation and Bylaws and Delaware law could discourage,
delay or prevent a change in control of us that a stockholder may consider favorable. These include provisions:

· providing for a classified board of directors;
· providing that our directors may be removed by our stockholders only for cause;
· establishing supermajority vote requirements for our shareholders to amend certain provisions of our Certificate of

Incorporation and our Bylaws;

24

Edgar Filing: Murphy USA Inc. - Form 10-K

47



· authorizing a large number of shares of stock that are not yet issued, which would allow our board of directors to
issue shares to persons friendly to current management, thereby protecting the continuity of our management, or
which could be used to dilute the stock ownership of persons seeking to obtain control of us;

· prohibiting stockholders from calling special meetings of stockholders or taking action by written consent; and
· establishing advance notice requirements for nominations of candidates for election to our board of directors or for

proposing matters that can be acted on by stockholders at the annual stockholder meetings.
In addition, we are subject to Section 203 of the Delaware General Corporation Law, which may have an anti-takeover
effect with respect to transactions not approved in advance by our board of directors, including discouraging takeover
attempts that could have resulted in a premium over the market price for shares of our common stock.

These provisions apply even if a takeover offer may be considered beneficial by some stockholders and could delay or
prevent an acquisition that our board of directors determines is not in our and our stockholders’ best interests.

We may issue preferred stock with terms that could dilute the voting power or reduce the value of our common stock.

Our Certificate of Incorporation authorizes us to issue, without the approval of our stockholders, one or more classes
or series of preferred stock having such designations, powers, preferences and relative, participating, optional and
other rights, and such qualifications, limitations or restrictions as our board of directors generally may determine. The
terms of one or more classes or series of preferred stock could dilute the voting power or reduce the value of our
common stock. For example, we could grant holders of preferred stock the right to elect some number of our directors
in all events or on the happening of specified events or the right to veto specified transactions. Similarly, the
repurchase or redemption rights or dividend, distribution or liquidation preferences we could assign to holders of
preferred stock could affect the residual value of the common stock.

Our Bylaws designate a state or federal court located within the State of Delaware as the sole and exclusive forum for
certain types of actions and proceedings that may be initiated by our stockholders, which could limit our stockholders’
ability to obtain a preferred judicial forum for disputes with us or our directors, officers or other employees.

Our Bylaws provide that, unless we consent in writing to the selection of an alternative forum, the sole and exclusive
forum for (i) any derivative action or proceeding brought on our behalf, (ii) any action asserting a claim of breach of a
fiduciary duty owed by any director, officer or other employee to us or our stockholders, (iii) any action asserting a
claim arising pursuant to any provision of Delaware General Corporation Law, our Certificate of Incorporation
(including any certificate of designations for any class or series of our preferred stock) or our Bylaws, in each case, as
amended from time to time, or (iv) any action asserting a claim governed by the internal affairs doctrine shall be a
state or federal court located within the State of Delaware, in all cases subject to the court’s having personal
jurisdiction over the indispensable parties named as defendants. Any person or entity purchasing or otherwise
acquiring any interest in shares of our capital stock is deemed to have received notice of and consented to the
foregoing provision. This forum selection provision may limit a stockholder’s ability to bring a claim in a judicial
forum that it finds favorable or cost-effective for disputes with us or our directors, officers or other employees, which
may discourage such lawsuits against us and our directors, officers and employees.

We may not achieve the intended benefits of having an exclusive forum provision if it is found to be unenforceable.

We have included an exclusive forum provision in our Bylaws as described above. However, the enforceability of
similar exclusive jurisdiction provisions in other companies’ bylaws or certificates of incorporation has been
challenged in legal proceedings, and it is possible that, in connection with any

25

Edgar Filing: Murphy USA Inc. - Form 10-K

48



action, a court could find the exclusive jurisdiction provision contained in our Bylaws to be inapplicable or
unenforceable in such action. Although in June 2013 the Delaware Court of Chancery upheld the statutory and
contractual validity of exclusive forum-selection bylaw provisions, the validity of such provisions is not yet settled
law under the laws of Delaware. Furthermore, the Delaware Court of Chancery emphasized that such provisions may
not be enforceable under circumstances where they are found to operate in an unreasonable or unlawful manner or in a
manner inconsistent with a board’s fiduciary duties. Also, it is uncertain whether non-Delaware courts consistently will
enforce such exclusive forum-selection bylaw provisions. If a court were to find our choice of forum provision
inapplicable to, or unenforceable in respect of, one or more of the specified types of actions or proceedings, we may
incur additional costs associated with resolving such matters in other jurisdictions and we may not obtain the benefits
of limiting jurisdiction to the courts selected.

Item 1B.  UNRESOLVED STAFF COMMENTS

The Company had no unresolved comments from the staff of the U.S. Securities and Exchange Commission as of
December 31, 2013.

Item 2.  PROPERTIES

Descriptions of the Company’s properties are included in Item 1 of this Annual Report on Form 10-K report beginning
on page 2. 

Item 3.  LEGAL PROCEEDINGS

On January 28, 2014, we received a proposed consent agreement from the U.S. Environmental Protection Agency
(“EPA”) that would impose a penalty in excess of $100,000 for the alleged deposition of dredged or fill material into
certain wetlands in connection with the development of a new facility in Walton County, Florida.   On February 26,
2014, we executed a final consent agreement that includes a civil penalty of $150,000, and which is currently pending
public comment.  We do not anticipate that the resolution of this matter will have a material impact on our results of
operations or financial condition.

Murphy USA and its subsidiaries are engaged in a number of legal proceedings, all of which Murphy USA considers
incidental to its business.  See Note 18 “Contingencies” in the accompanying consolidated and combined financial
statements for the three years ended December 31, 2013.  Based on information currently available to the Company,
the ultimate resolution of matters referred to in this item is not expected to have a material adverse effect on the
Company’s net income, financial condition, or liquidity in a future period. 
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Item 4.  MINE SAFETY DISCLOSURES

Not applicable

SUPPLEMENTAL INFORMATION;  Executive Officers of the Registrant

The age at January 1, 2014, present corporate office and length of service in office of each of the Company’s executive
officers are reported in the following listing.  Executive officers are elected annually but may be removed from office
at any time by the Board of Directors.

R. Andrew Clyde – Age 50; President and Chief Executive Officer, Director and Member of the Executive Committee
since August 2013.   Mr. Clyde previously served Booz & Company (and prior to August 2008, Booz Allen
Hamilton), in its global energy practice. He joined the firm in 1993 and was elected partner in 2000 holding leadership
roles as North American Energy Practice Leader and Dallas office Managing Partner and serving on the firm’s board
nominating committee. Mr. Clyde received a master’s degree in Management with Distinction from the Kellogg
Graduate School of Management at Northwestern University. He received a BBA in Accounting and a minor in
Geology from Southern Methodist University.
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Mindy K. West – Age 44; Executive Vice President, Chief Financial Officer and Treasurer since August 2013.  Ms.
West joined Murphy Oil in 1996 and has held positions in Accounting, Employee Benefits, Planning and Investor
Relations. In 2007, she was promoted to Vice President & Treasurer for Murphy Oil. She holds a bachelor’s degree in
Finance from the University of Arkansas and a bachelor’s degree in Accounting from Southern Arkansas University.
She is a Certified Public Accountant and a Certified Treasury Professional. 

John C. Rudolfs – Age 42; Executive Vice President Marketing since August 2013. From 2008 to 2009, Mr. Rudolfs
was President of T-Court Investments in Washington D.C. Mr. Rudolfs joined Murphy Oil in 2010 as Vice President,
Fuel for Murphy USA Marketing Company, a division of Murphy Oil USA, Inc. with over 15 years of experience in
the oil and gas industry. In 2011, he was named Vice President, Real Estate & Business Development and promoted to
Executive Vice President, Marketing in 2012. Mr. Rudolfs obtained a Bachelor of Science degree from the United
States Naval Academy. He graduated from the United States Navy Supply Corps School with emphasis in Supply
Chain Management, Finance, Accounting, and Combat Logistics. He is a retired decorated officer from the United
States Navy.

Jeffery A. Goodwin – Age 55; Senior Vice President, Retail Operations since August 2013. Mr. Goodwin joined
Murphy Oil in 2001 as District Manager in Jacksonville, Florida. In 2002, he was promoted to Maintenance Manager
and transferred to El Dorado. He was promoted to Division Manager in 2003, then to Region Manager in 2006. In
2008, Mr. Goodwin was promoted to Vice President, Retail Operations and to Senior Vice President of Retail
Operations in 2012. Mr. Goodwin holds a bachelor’s degree in Business from Widener University.

Marn K. Cheng – Age 48; Senior Vice President, Retail Operations Support since August 2013. Mr. Cheng joined
Murphy Oil in 2000 as District Manager in Oklahoma City, Oklahoma. He held several positions within Murphy Oil
before being promoted to General Manager, Retail Marketing in 2006. In 2008, he was named Regional Vice
President for Murphy USA Marketing Company, a division of Murphy Oil USA, Inc. before serving as Vice
President, Retail Operations. He was promoted to Vice President, Renewable Energy for Murphy Oil USA, Inc. in
2009. He returned to the retail marketing division in 2011 as Vice President, Fuels for Murphy USA Marketing
Company and was promoted to Senior Vice President of Retail Operations in 2012. Mr. Cheng graduated from Texas
Tech University with a bachelor’s degree in Marketing and also holds an MBA from Texas Tech University.

John A. Moore – Age 46; Senior Vice President, General Counsel, and Secretary since August 2013. Mr. Moore joined
Murphy Oil in 1995 as Associate Attorney in the Law Department. He was promoted to Attorney in 1998 and Senior
Attorney in 2005. He was promoted to Manager, Law and assumed the role of Corporate Secretary for Murphy Oil in
2011. Mr. Moore holds a bachelor’s degree in Philosophy from Ouachita Baptist University and a Law degree from the
University of Arkansas.
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Part II

Item 5.  MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

The Company’s common stock is traded on the New York Stock Exchange using “MUSA” as the trading symbol.  There
were 2,762 stockholders of record as of December 31, 2013.  The following table reflects the high and low sales prices
of our common stock for the quarter starting September 2, 2013, the date on which our stock began trading
"regular-way" on the NYSE.

Stock Price
High Low

2013
Period from September 2, 2013 through December 31, 2013 46.91 36.12 

The declaration and amount of any dividends to holders of our common stock will be at the discretion of our board of
directors and will depend upon many factors, including our financial condition, earnings, cash flows, capital
requirements of our business, covenants associated with our debt obligations, legal requirements, regulatory
constraints, industry practice and other factors the board of directors deems relevant. 

We are a holding company and have no direct operations. As a result, we will be able to pay dividends on our
common stock only from available cash on hand and distributions received from our subsidiaries. There can be no
assurance we will continue to pay any dividend even if we commence the payment of dividends.  We did not declare
any cash dividends on our common stock for the two years ended December 31, 2013 and 2012.

The indenture governing the Senior Notes and the credit agreement governing our credit facilities contain restrictive
covenants that limit, among other things, the ability of Murphy USA and the restricted subsidiaries to make certain
restricted payments, which as defined under both agreements, include the declaration or payment of any dividends of
any sort in respect of its capital stock and repurchase of shares of our common stock.  See “Management's Discussion
and Analysis of Financial Condition and Operating Results—Capital Resources and Liquidity—Debt” and Note 8
“Long-Term Debt” to the accompanying audited consolidated and combined financial statements for the three years
ended December 31, 2013.

Equity Compensation Plan Information

The table below contains information about securities authorized for issuance under equity compensation plans. The
features of these plans are discussed further in Note 11 “Incentive Plans” to our audited consolidated and combined
financial statements.
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Plan category

Number of securities to be
issued upon exercise of
outstanding options,
warrants and rights (1) 

Weighted-average exercise
price of outstanding options,
warrants and rights

Number of securities remaining
available for future issuance under
equity compensation plans (excluding
securities reflected in column (a)) (2)
(3)

(a) (b) (c)
Equity compensation
plans approved by
security holders 996,660 $35.13 9,493,964
Equity compensation
plans not approved by
security holders - - -
Total 996,660 $35.13 9,493,964

(1) Amounts in this column do not take into account outstanding restricted stock units.

(2) Number of shares available for issuance includes 9,022,377 available shares under the 2013 Long-Term Incentive
Plan as of December 31, 2013 plus 471,587 available shares under the 2013 Stock Plan for Non-Employee Directors
as of December 31, 2013.  Assumes each restricted stock unit is equivalent to one share. 

(3) On February 12, 2014, the Board of Directors of the Company amended and restated the 2013 Long-Term
Incentive Plan to make certain changes.  One of these changes reduced the number of available shares for issuance
from 10,000,000 to 5,500,000.  Based on this reduced plan limit, the available remaining shares under this plan would
have been 4,522,377 at December 31, 2013 for a combined total of 4,993,964 remaining under all plans.

SHAREHOLDER RETURN PERFORMANCE PRESENTATION

The following graph presents a comparison of cumulative total shareholder returns (including the reinvestment of
dividends) as if a $100 investment was made on August 21, 2013 (the first date at which MUSA common equity was
traded on the NYSE) for the Company, the Standard and Poor’s 500 Stock Index Fund (S&P 500 Index) and the S&P
400 Midcap Index.  This performance information is “furnished” by the Company and is not considered as “filed” with
this Annual Report on Form 10-K and is not incorporated into any document that incorporates this Annual Report on
Form 10-K by reference. 
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Item 6.  SELECTED FINANCIAL DATA

(Thousands of dollars, except per share
data) 2013 2012 2011 2010 2009
Results of Operations for the Year
Net sales and other operating revenues $ 18,083,335 $ 19,301,308 $ 18,919,216 $ 15,356,057 $ 12,954,868 
Net cash provided by operating
activities $ 356,698 $ 237,427 $ 188,373 $ 355,883 $ 434,377 
Income from continuing operations $ 156,326 $ 86,414 $ 187,853 $ 126,069 $ 36,250 
Net income (loss) $ 235,033 $
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