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Sprague Energy: Evolving to Meet Customer Needs

Fueling America’s
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Presentation Notes
Founded in Boston in 1870 by Charles Hill Sprague, the company started as a supplier of coal to New England spurred by a thriving economy during the industrial revolution of the late 19th century. 
Around 1800, the company began to develop coal mines in the New River District of West Virginia giving Sprague a steady supply of coal and enabling the coal business to expand globally. In fact, Sprague became a major supplier of coal to America's European allies during World War I. At the time of Pearl Harbor, the company was operating 11 terminals and a fleet of 27 vessels transporting coal throughout the world.
Around 1950, the company slowly made a transition into the oil business. In 1959, the company acquired the Atlantic Terminal Sales Corporation, launching Sprague into the distillate fuels market, focusing on industrial customers and building new terminals.

During the 1970’s the company was sold to Royal Dutch Shell, who later sold it to  Axel Johnson Inc, a member of the Axel Johnson group, Stockholm, Sweden. Today, the company remains a wholly owned subsidiary of AJG .

Today the company supplies the six states of New England, New York, and the mid Atlantic states with over 60 million barrels of transportation and heating fuels. Sprague owns 20 terminals capable of storing several million barrels of oil and over 3 millions tons of bulk material (liquid asphalt, road salt, gypsum, iron oxide, coal newsprint, and bailed wood pulp). We also deliver natural gas behind 33 local distribution companies in 11 states.
 Employ 475 people throughout our terminal network and at our  headquarters in Portsmouth, NH



Our Products and Services

End Users

Home
Heating
Fuels

Natural Gas Fuel Oils Coal Motor Bulk Break Bulk

Risk
Management

Lumber Liquid

Clean fuels Motor fuels
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Resellers: Our customers are resellers of heating Oil and motor fuels

Sprague serves over one thousand heating oil distributors throughout the northeast United States – Bioheat

Sprague serves hundreds of motor fuel distributors in the region capable of delivering millions of gallons of diesel fuel annually - Biodiesel

90 % of business through resellers

60 million barrels of transportation and heating fuels annually

Sprague sells 20% of all heating oil consumed in New England

End Users:

Major airline carriers – several major airline carriers

Industry: Gillette, General Electric, Anheiser Busch, Kodak, Bayer

Municipalities/Government – MBTA, NY Transit Authority, NJ Transit

Material Handling

liquid asphalt, road salt, gypsum, iron oxide, coal newsprint, and bailed wood pulp. 

International Paper

Morton Salt

Georgia Pacific

Dow Chemical






Sprague’s Commitment to the Environment

Industry leader in marketing clean fuels

— Ultra Low Sulfur Diesel

Built the infrastructure for and began
marketing ULSD 6 years ahead of the EPA
mandate

Supplying over 100 million gallons annually to
nearly every major transit authority in the
Northeast

2005 Inaugural EPA Children's Environmental
Health Award recipient

— Biodiesel & Bioheat

First terminal operator/marketer to provide
biodiesel blending capabilities in the
Northeast

First operator to market biofuel specifically for
home heating applications

2005

Children’s Environmental Health

BIO1EE

National Biodiesel Board Member

Industry leader in environmental
preparedness
— Active participant in regional
response cooperative

— Extensive employee training
program

The Friends of Casco Bay
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Safety & Health Council
of Northern New England



Sprague Owned Terminal Network

Sprague’s terminals hold

over 300 million gallons
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Ultra Low Sulfur Diesel Regulations

2004 2006 2007 2010 2012
On-road
Diesel _ 80% 15 ppm, 20% 500 ppm 15 ppm
Non-_road 500 ppm 15 ppm
Diesel
Locpmoti_ve & 500 ppm 15 ppm
Marine Diesel
Home = >
Heating Oil _ 5000/500/15 ppm * 500/15 ppm ~
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ULSD Implementation

Key Dates
 Key Dates: -
— On-Highway

 June 1, 2006 — 80% of refinery output & imports will be 15ppm (excludes
refiners granted hardship provisions)

« September 1, 2006 — terminals that participate in selling ULSD must adhere to
all requirements

» October 15, 2006 — retail outlets and trucking fleets must adhere to all
documentation and tracking requirements

e June 1, 2010 — all on road fuel is 15ppm
— Non-Road, Locomotive & Marine (NRLM)
e June 2007 — NRLM fuel sulfur content reduced to 500ppm
e June 2010 — NR fuel sulfur content reduced to 15ppm
e June 2012 — LM fuel sulfur content reduced to 15ppm

— Jan. 1, 2007 — OEM'’s introduce into marketplace new vehicles with
emission control devices, which will require the use of ULSD
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ULSD Update

e The fear is behind us!

e 2006 transition from LSD to ULSD has gone smoothly
e Proper planning has paid off

* No significant strain on ULSD supply

 The impact to the on road sector has been minimal

« Challenge: supplying those calling for LSD!
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Who is Storing What?

» Limited storage capacity reduces duel fuel capabilities

 The Rule: All major northeast wholesale fuel oil terminal operators
now store 15ppm ULSD

 The Exception: Terminals that store 500ppm LSD

e Conclusion: ULSD is now L
widely available in the
marketplace, with
500ppm being a “niche”
product
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US Distillate Fuel Oil Production, Sulfur Content (PPM)

O Less than 15 PPM
W 15 -500 PPM
B Greater than 500 PPM

13%

70%

Total US Production ~ 4.2 million bbls/day

Source: US Energy Information Administration
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Presentation Notes
Of the 4.2 million barrels we produce domestically in the US, 70% in now ULSD. Sulfur content of imports are weighted about equally. Imports comprised of ~ 350K bbls/day
Does not include Jet fuel at 1.6 million bbls per day  US production


500 PPM Diesel Availability Today

@ 15-500PPM

Less than 15PPM

3

BP, Brooklyn, N

Revere, MA
New Bedford, MA

Providence, RI

Sunoco, Newark, NJ

Northville Holtsville, NY

\//\/

Oceanside, NY
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ULSD Supply Considerations

Contract with experienced, credible, financially responsible supplier

Obtaining consistent high quality product
— meeting/exceeding OEM specifications
— meeting operability standards
— meets federal, state and local regulations
— utilize Quality Assurance Control Program to ensure product integrity

Securing adequate supply
— vendor alternative supply sources
— geographically desirable back-up terminal network supply system
— back-up delivery system
Securing competitively priced product
— posting mechanism options
— firm fixed price opportunity
— bulk purchase opportunity
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ULSD Supply Considerations

e Lubricity
— ULSD is deficient in lubricity characteristics
— Suppliers now required to treat for lubricity at terminals
— Typical ULSD >600 um HFRR testing
— ASTM D975 spec = <520 um wear scar
— Consult with OEM for specific lubricity requirements

— Ask your ULSD supplier for HFRR test results
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Conclusion

EPA mandates now require non road users to burn low sulfur fuels

« Limited supply of LSD will force non road users to burn greater
amounts of ULSD through 2010

e 2010 all non road fuel will be required to be ULSD

* Diesel users should work with OEMs and fuel suppliers in order to
source the proper fuel for their equipment
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