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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
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[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2013
OR
[ 1] TRANSITION REPORT PURSUANT TO SECTION 13 dR(d) OF
THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
Commission file numbe01-36011
(Exact name of registrant as specified in its cagrt
Delaware 38-3899432
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)
3010 Briarpark Drive, Houston, Texas 77042
(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area c(@f5) 283-9237
Securities registered pursuant to Section 12(thefAct:
Title of each class Name of each exchange on which registered
Common Units, Representing Limited Partnershiprasts New York Stock Exchange
Securities registered pursuant to Section 12(¢the@fct: None
Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405e0b#turities Act. []1Yes[x] No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®ecl5(d) of the Act. [1Yes [x] No

Indicate by check mark whether the registrant @b tiled all reports required to be filed by Seetid® or 15(d) of the Securities Exchai
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been subject to such filing requirements for thet 88 days. [X] Yes [] No
Indicate by check mark whether the registrant lisnitted electronically and posted on its corpox@tb site, if any, every Interactive

Data File required to be submitted and posted untsio Rule 405 of Regulation S-T during the praogd 2 months (or for such shorter

period that the registrant was required to submit@ost such files). [X] Yes[ ] No
Indicate by check mark if disclosure of delinquilers pursuant to Iltem 405 of Regulation S-K i$ contained herein, and will not be

contained, to the best of the registrant's knowdedygdefinitive proxy or information statementsdnporated by reference in Part Ill of

this Form 10-K or any amendment to this Form 10-K. X]

Indicate by check mark whether the registrantla&rge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting

company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportimgmpany” in Rule 12b-2 of the

Exchange Act.

Large accelerated filer [ ] Accelerated filer [ ] Non-accelerated filer [x] Smaller reportingrguany [ ]
Indicate by check mark whether the registrantdbell company (as defined in Rule 12b-2 of the Act) [1Yes [x] No

The registrant’'s common units were not publiclyled as of the last business day of June 2013etjistrant’'s most recently completed second fisoatigr.
The aggregate market value of the registrant’s comumits held by non-affiliates of the registrastod December 31, 2013, was $708.0 million, basethe
closing price of such units of $37.93 as reportedhe New York Stock Exchange on such date. Thigé excludes common units beneficially owned fey th
directors and executive officers of Phillips 66tRars GP LLC, our general partner, and PhillipsC&®pany. The registrant had 35,217,112 common anids
35,217,112 subordinated units outstanding as ofueep 14, 2014 .
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Unless the context otherwise indicates, all refeesrto "Phillips 66 Partners LP," " the PartnersHips," "our," "we," or similar
expressions for time periods prior to our initiabfic offering (the Offering) refer to Phillips @&artners LP Predecessor, our predect
for accounting purposes. For time periods subseduodahe Offering, these terms refer to the leguitg Phillips 66 Partners LP. This
Annual Report on Form 10-K contains forward-looksigtements including, without limitation, staterisarelating to our plans,
strategies, objectives, expectations and intentibhe words “anticipate,” “estimate,” “believe,” idget,” “continue,” “could,
“may,” “plan,” “potential,” “predict,” “seek,” “shald,” “will,” “would,” “expect,” “objective,” “proj ection,” “forecast,” “goal,”
“guidance,” “outlook,” “effort,” “target” and simér expressions identify forward-looking statemeftse Partnership does not undertak
to update, revise or correct any forward-lookinpimation unless required to do so under the fédereurities laws. Readers are
cautioned that such forward-looking statements lshbe read in conjunction with the Partnership&idisures under the heading
“CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAEMENTS,” beginning on page 55.

” o ”owu;

intend,”

PART |

Items 1 and 2. BUSINESS AND PROPERTIES

ORGANIZATIONAL STRUCTURE

Phillips 66 Partners LP is a Delaware limited parship formed on February 20, 2013, by PhillipgsOg8npany and Phillips 66 Partners
GP LLC, both wholly owned subsidiaries of Phills. A registration statement on Form S-1, as angtitteugh the time of its
effectiveness, was filed by the Partnership withthS. Securities and Exchange Commission (SECyasddeclared effective on

July 22, 2013. On July 23, 2013, Phillips 66 Patreommon units began trading on the New York Stexéhange (NYSE) under the
symbol “PSXP.” On July 26, 2013, the Partnershimpleted its initial public offering (the Offering¥ 18,888,750 common units.

At the completion of the Offering and through Detem31, 2013, Phillips 66, through Phillips 66 Camyp, owned 16,328,362
common units and 35,217,112 subordinated unitsesgmting an aggregate 71.7 percent limited panmerest, as well as a 100 percen
interest in Phillips 66 Partners GP LLC, our gehpaatner. Phillips 66 Partners GP LLC owned 1,433,general partner units,
representing a 2 percent general partner interest.

We are a growth-oriented master limited partner&tiped by Phillips 66 to own, operate, develop aoduire primarily fee-based
crude oil, refined petroleum product and natural liguids (NGL) pipelines and terminals and otliansportation and midstream assets
Our assets consist of crude oil and refined patrolproduct pipeline, terminal and storage systentke Central and Gulf Coast regions
of the United States that are integral to the Bisil66 refining and marketing operations they supMie generate revenue primarily by
charging tariffs and fees for transporting crudeaad refined petroleum products through our pimdiand terminaling and storing cri
oil and refined petroleum products at our termin@le do not take ownership of the crude oil ormefi petroleum products that we
transport, terminal and store, and we do not engatiee trading of any commaodities. In connectidthvthe Offering, we entered into
multiple commercial agreements with Phillips 66tttarrently are the source of substantially albof revenue. These agreements are
long-term, fee-based agreements with minimum volaoramitments and inflation escalators. We beliéesé agreements promote
stable and predictable cash flows. Our operationsist of one reportable segment and are all caadun the United States. See "ltem
8. Financial Statements and Supplementary Datafirfancial information on our operations and asset




Table of Contents
Index to Financial Statements

ASSETS AND OPERATIONS

Our assets consist of the following systems:

« Clifton Ridge crude systerA.crude oil pipeline, terminal and storage systenated in Sulphur, Louisiana, that is the primary
source for delivery of crude oil to Phillips 66'alkke Charles Refinery.

¢ Sweeny to Pasadena products systemefined petroleum product pipeline, terminal atorage system extending from Phillips
66’s Sweeny Refinery in Old Ocean, Texas, to ofinee petroleum product terminal in Pasadena, T,exad ultimately
connecting to the Explorer and Colonial refined@eum product pipeline systems and other thirdypgipeline and terminal
systems. This system is the primary distributiotieddor diesel and gasoline produced at Phillifs&weeny Refinery.

« Hartford Connector products systeA refined petroleum product pipeline, terminal @tdrage system located in Hartford,
lllinois, that distributes diesel and gasoline proed at the Wood River Refinery (a refinery owngdkoint venture between
Phillips 66 and Cenovus Energy Inc.) to third-paoiyeline and terminal systems, including the Exgiloefined petroleum
product pipeline system.

* HEADQUARTERS
@ PRODUCT TERMINAL
@ CRUDE TERMINAL

== PRODUCT PIPELINE
—— CRUDE PIPELINE

sl BARGE DOCK

8o SHIP DOCK

PHILLIPS 66
OPERATED REFINERY

GULF OF MEXICO
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Pipeline Assets

The following table sets forth certain informati@garding our pipeline assets as of December 3113 2@ach of which currently has an

associated commercial agreement with Phillips 66:

Significant
Capacit Third-Party
(Thousand Associate( Pipeline
Diametel Lengtt of Barrels Commodity Phillips 66 Systen
System Name (Inches; (Miles) Daily) Handlec Refinery Connection:
Clifton Ridge Crude System
Clifton Ridge to Lake Charles Shell Houstol
Refinery 20" 10 30C Crude Oil  Lake Charle: to Houme
Pecan Grove to Clifton Ridge 12" 0.€ 84 Crude Oil  Lake Charle: N/A
Shell Houstol
Shell to Clifton Ridge 20" 0.€ 31z Crude Oil  Lake Charle: to Houme
Sweeny to Pasadena Products
System
Refinec
Sweeny Refinery to Pasadena, Petroleun Explorer;
Texas 12" 60 12t Product: Sweeny Colonial
Refinec
Sweeny Refinery to Pasadena, Petroleun
Texas 18" 60 13¢ Product: Sweeny Colonial
Hartford Connector Products
System
Refinec
Wood River Refinery to Hartford, Petroleun
lllinois 12" 3 80 Product: Wood Rivel Explorer
Refinec
Hartford, lllinois to Explorer Petroleun
Pipeline 24" 1 43C Product: Wood Rivel Explorer
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Terminal and Storage Assets

The following table sets forth certain informati@garding our terminal and storage assets as aérbeer 31, 2013 , each of which
currently has an associated commercial agreementRhillips 66:

Tank Shel Active
Storagt Terminaling Significant
Capacit Capacity’ Associate( Third-Party
(Thousands ¢ (Thousands ¢ Commodity Phillips 6€ Pipeline Syster
System Name Barrels Barrels Daily Handlec Refinery Connection:
Clifton Ridge Crude System
Shell Houston t
Clifton Ridge Terminal 3,41( 12 Crude Oil  Lake Charle Houma
Pecan Grove Storage 142 — Crude Oil  Lake Charle N/A
Sweeny to Pasadena Products System
Refinec
Petroleun Explorer;
Pasadena Terminal 3,21( 65 Products Sweeny Colonial
Hartford Connector Products System
Refinec
Petroleun
Hartford Terminal 1,07t 17 Product Wood Rivel Explorer

*Active terminaling capacity represents the amaafrtruck loading and unloading capacity currentlyadlable for use by our customers.

Marine Assets

The following table sets forth certain informati@ygarding our marine assets as of December 31, 284¢h of which currently has an
associated commercial agreement with Phillips 66:

Dock Throughput Capaci Associated Phillips 6
System Name (Thousands of Barrels Hourl Commodity Handle Refinery
Clifton Ridge Crude System
Clifton Ridge Ship Dock 48 Crude Ol Lake Charle
Crude Oil; Lubrican
Pecan Grove Barge Dock 6 Base Stock Lake Charle
Hartford Connector Products System
Dyed Diesel
Naphtha; Lubricar
Hartford Barge Dock 3 Base Stock Wood Rivel
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The following table sets forth (1) the percentafjthe total crude oil volumes supplied to the L&iearles Refinery that were delivered
through our Clifton Ridge crude system, (2) thecpatage of the total diesel and gasoline volumedumred at the Sweeny Refinery that
were distributed on our Sweeny to Pasadena prodystem and (3) the percentage of total diesegasdline volumes produced at the
Wood River Refinery that were distributed on ourtftad Connector products system for each of théogs set forth below:

Percentage of Volumes Transported

Year Ended December 31

201: 2012 2011
Lake Charles Refinery
Clifton Ridge Crude Pipelines 93% 90 92
Sweeny Refinery
Sweeny to Pasadena Pipelines 98% 100 100
Wood River Refinery
Hartford Connector Pipelines 18% 17 11

ASSET PORTFOLIO

Clifton Ridge Crude System
Our Clifton Ridge crude system is strategicallyiposed to support flexible crude oil supply optiofor Phillips 66’s Lake Charles
Refinery in Westlake, Louisiana. Our Clifton Ridgeide system is comprised of the following pipediaad terminals:

» Clifton Ridge terminalOur Clifton Ridge terminal is located on the CaleasRiver approximately ten miles from the Lake
Charles Refinery. The facility consists of a sinéth ship dock with an average ship delivery 1i2 800 barrels at a flow rate
of 48,000 barrels per hour, 12 above-ground storagles with approximately 3.4 million barrels ofdbstorage capacity and a
truck offloading facility. The Clifton Ridge termahreceives crude oil by pipeline, barge, tankad tauck; stores crude oil in i
storage tanks; and delivers crude oil to the Lakar{és Refinery through our Clifton Ridge to Lakeatles refinery pipeline.

» Pecan Grove terminaOur Pecan Grove terminal is located on the CalodRieer adjacent to our Clifton Ridge terminal. The
facility consists of a single-berth barge dock vathaverage barge delivery of 33,000 barrels Evatfate of 3,500 to 6,000
barrels per hour and three above-ground storadss taith 142,000 barrels of total storage capaditye Pecan Grove terminal
receives crude oil and lubricant base stocks delivéo the terminal by barge, and delivers crutleodhe Lake Charles
Refinery through our Clifton Ridge terminal and fignt base stocks to Phillips 66’s lubricant biegdacility located adjacent
to the terminal.

« Clifton Ridge to Lake Charles refinery pipeli@ur Clifton Ridge to Lake Charles refinery crudepipeline consists of
approximately 10 miles of 20-inch pipeline thatidets crude oil from the Clifton Ridge terminalttee Lake Charles Refinery.
The pipeline has a total capacity of 300,000 banel day.

» Pecan Grove to Clifton Ridge pipelirOur Pecan Grove to Clifton Ridge crude oil pipelomasists of approximately 0.6 miles
of 12-inch pipeline that delivers crude oil bi-dite@nally between the Pecan Grove terminal andCifeon Ridge terminal. The
pipeline has a total capacity of 84,000 barrelsdas.

» Shell to Clifton Ridge pipelin@ur Shell to Clifton Ridge crude oil pipeline castsiof approximately 0.6 miles of 20-inch
pipeline that delivers crude oil from the Shell ldtman to Houma crude oil pipeline to the Clifton gedterminal. The Shell to
Clifton Ridge crude oil pipeline has a total capacoif 312,000 barrels per day.
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Sweeny to Pasadena Products System

Our Sweeny to Pasadena products system is straliggiositioned to transport refined petroleum prag from Phillips 66's Sweeny
Refinery in Old Ocean, Texas, to major third-pamntgrstate pipeline systems, including the Explamed Colonial refined petroleum
product pipeline systems. The Explorer and Colopiéline systems are two major interstate pipediygtems that transport refined
petroleum products from the Gulf Coast to marketergninals throughout the Midwestern, SoutheasaedhNortheastern regions of the
United States.

Our Sweeny to Pasadena products system is commrigbd following pipelines and terminal:

* Sweeny to Pasadena pipelin€air Sweeny to Pasadena pipelines consist of appeigly 60 miles of 12-inch pipeline that
delivers gasoline and approximately 60 miles ofrid@ pipeline that delivers diesel from the SweBw®finery to our Pasadena
terminal, as well as a pump station located aSiveeny Refinery. The 12-inch pipeline has a taglacity of 156,000 barrels
per day. The 18-inch pipeline has a total capaifit}68,000 barrels per day. Pumping restrictiorrseruly limit the capacity of
the 12-inch pipeline and the 18-inch pipeline t&,000 barrels per day and 138,000 barrels perrdapectively.

« Pasadena terminaOur Pasadena terminal is located in Pasadena, Ta&xd<€onsists of a five-bay truck rack with 65,000
barrels per day of active terminaling capacityab®ve-ground storage tanks with approximately 3lkom barrels of total
storage capacity and a vapor combustion unit. @aihal delivers refined petroleum products, inghgddistillate and gasolin:
to third-party pipeline systems, including the Eogr, Colonial, Enterprise, Chevron, Magellan Midatm and Kinder Morgan
refined petroleum product pipeline systems, as aglbcal terminals.

Hartford Connector Products System

Our Hartford Connector products system is stratlyipositioned to transport refined petroleum pretg that are produced at Phillips
66’s jointly owned Wood River Refinery in Roxanbinbis, to major third-party interstate pipelingstems, including the Explorer
refined petroleum product pipeline system. We a¢seive refined petroleum products into our Hadf@onnector products system for
delivery to marketing outlets through third-paripgdine systems.

Our Hartford Connector products system is comprifetie following pipelines and terminal:

* Wood River to Hartford pipelin®©ur Wood River to Hartford pipeline consists of epfimately three miles of 12-inch pipeline
that delivers diesel and gasoline produced at tbed\River Refinery to our Hartford terminal. Theib2h pipeline has a total
capacity of 80,000 barrels per day.

» Hartford terminal.Our Hartford terminal is located in Hartford, Ikis approximately three miles from the Wood River
Refinery. The facility consists of a two-bay dieseck rack with an active capacity of 17,000 bisrper day and 13 above-
ground storage tanks with a total storage capa€iapproximately 1.1 million barrels. In Januaryl20we activated a third bay
to the diesel truck rack and increased the actyacity to 25,000 barrels per day. The Hartforchieal delivers diesel, gasoli
and jet fuel to the Explorer refined petroleum prachipeline system through a direct pipeline catioa to Explorer pipeline
and delivers diesel, gasoline and naphtha to, eceives lubricant base stocks from, barges througlinterconnecting
pipelines to our Hartford barge dock.

» Hartford to Explorer pipelineOur Hartford to Explorer pipeline consists of appneately one mile of 24-inch pipeline that
delivers refined petroleum products from the Hadfterminal to the Explorer refined petroleum prodpipeline system. The
pipeline has a total capacity of 430,000 barretsdag.

» Hartford barge dockOur Hartford barge dock is located on the MissisisRiver approximately one mile from our Hartford
terminal. Our Hartford barge dock consists of glk&rberth barge loading facility with an averagegaloading of 13,000
barrels at an average flow rate of 3,000 barrel$par, approximately 0.8 miles of 8-inch pipelthat transports lubricant base
stocks and diesel, and approximately 0.8 milesdeinth pipeline that delivers diesel and naphtbaifour Hartford terminal to
the Hartford barge dock for delivery to third-pavissels.
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COMMERCIAL AND OTHER AGREEMENTS WITH PHILLIPS 66 AN D RELATED PARTIES

Our assets are physically connected to, and intégthe operation of, Phillips 66’s wholly ownedie Charles and Sweeny Refineries
and its jointly owned Wood River Refinery. In costien with the Offering, we entered into multiplenrsmercial agreements with
Phillips 66, and amended an existing commerciaagent with Phillips 66, which include minimum vwle commitments and inflatic
escalators. Currently, those agreements are threesofisubstantially all of our revenue. Under thimg-term, fee-based agreements,
we provide transportation, terminaling and storsgivices to Phillips 66, and Phillips 66 commitptovide us with minimum quarterly
volumes of crude oil and refined petroleum products

The following table sets forth minimum quarterlylwme information regarding our commercial agreemevith Phillips 66 as of
December 31, 2013 .

Phillips 6¢
Minimum Phillips 6¢
Volume Capacit
Commitmen Reservatio
(Thousands ¢ (Thousands ¢
Agreement Barrels Daily Barrels Daily

Transportation Services Agreements
Clifton Ridge Transportation Services Agreement
Clifton Ridge to Lake Charles refinery pipeline 19C —
Pecan Grove to Clifton Ridge pipelitie — —
Shell to Clifton Ridge pipelinél) — —

Sweeny to Pasadena Transportation Services Agrdemen
Sweeny to Pasadena pipelin@s 20C —

Hartford Connector Throughput and Deficiency Agreain
Wood River refinery to Hartford pipeline 43 12.2
Hartford to Explorer pipeline 16 39.2

Terminal Services Agreements
Clifton Ridge Terminal Services Agreement
Clifton Ridge terminal storag@) 19C —
Clifton Ridge ship dock / Pecan Grove barge détk 15C —

Hartford and Pasadena Terminal Services Agreement
Pasadena terminéd) 13¢E —
Pasadena and Hartford terminal truck ra€ks 55 —

Hartford barge dock) = —

(1) This asset does not have a minimum volume domemti or capacity reservation from Phillips 66 unttee applicable commercial agreement.

(2) Represents Phillips 66’s aggregate minimummawcommitment for transportation services on ounfil@ 12-inch and 18-inch Sweeny to Pasadena pipeli
(3) Represents Phillips 66’s minimum volume comeritrfor storage services.

(4) Represents Phillips 66's aggregate minimum wawcommitment for ship and barge offloading sesvice

(5) Represents Phillips 66’s minimum volume comaritrfor pump-over services.

(6) Represents Phillips 66's aggregate minimumwawommitment for truck-rack throughput.

See the "Commercial Agreements," "Operational $es/Agreement,” "Omnibus Agreement" and "Tax Slgafigreement” sections of
Note 1t—Related Party Transactions , in the Notes to Cladeted Financial Statements, for summaries ot¢nms of these and other
agreements with Phillips 66 and related parties.
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COMPETITION

As a result of our contractual relationship withHliggs 66 under our commercial agreements and @a@cticonnections to three of
Phillips 66’s owned or jointly owned refineries, Wwelieve that our crude oil and refined petroleuodpct pipelines, terminals and
storage facilities will not face significant comipiein from other pipelines, terminals and storageilities for Phillips 66’s crude oil or
refined petroleum products transportation requimetshieo and from the refineries we support. If Bb&l66’s customers were to reduce
their purchases of refined petroleum products fRimilips 66, Phillips 66 might only ship the minimwolumes through our pipelines
(or pay the shortfall payment if it does not ship tninimum volumes), which would cause a decreaseli revenue. Phillips 66
competes with integrated petroleum companies, whiacke their own crude oil supplies and distributmo marketing systems, as well
as with independent refiners, many of which alseehtheir own distribution and marketing systemsdllipk 66 also competes with other
suppliers that purchase refined petroleum prodiactsesale. Competition in any particular geograprea is affected significantly by
the volume of products produced by refineries at #irea and by the availability of products anddbst of transportation to that area
from distant refineries.

RATES AND OTHER REGULATIONS

Our common carrier pipeline systems are subjerggalation by various federal, state and local agen The Federal Energy
Regulatory Commission (FERC) regulates interstatiesportation on our common carrier pipeline systemder the Interstate
Commerce Act (ICA), the Energy Policy Act of 19PAct 1992) and the rules and regulations promatyjanhder those laws. FERC
regulations require that rates for interstate serpipelines that transport crude oil and refinetiggeum products (collectively referred
to as “petroleum pipelines”) and certain other iigube just and reasonable and must not be undsdyimhinatory or confer any undue
preference upon any shipper. FERC regulationsralgoire interstate common carrier petroleum pigslito file with FERC and public
post tariffs stating their interstate transportatiates and terms and conditions of service. UtldelCA, FERC or interested persons
may challenge existing or changed rates or servikEERC is authorized to investigate such chargdssey suspend the effectiveness o
a new rate for up to seven months. A successfalaiallenge could result in a common carrier pay@fignds together with interest for
the period that the rate was in effect. FERC mayg alder a pipeline to change its rates, and n@yineea common carrier to pay
shippers reparations for damages sustained foriadpgp to two years prior to the filing of a corapit. EPAct 1992 deemed certain
interstate petroleum pipeline rates then in effedie just and reasonable under the ICA. These emtecommonly referred to as
“grandfathered rates.” Our rates in effect at threetof the passage of EPAct 1992 for interstatespartation service were deemed just
and reasonable and therefore are grandfatheredrétes have since been established after EPAct fo®@2rtain pipeline systems.
FERC may change grandfathered rates upon complaintafter it is shown that:

» A substantial change has occurred since enattimeither the economic circumstances or the eatfithe services that were a
basis for the rate.

* The complainant was contractually barred froralleimging the rate prior to enactment of EPAct 1884 filed the complaint
within 30 days of the expiration of the contractbat.

« A provision of the tariff is unduly discriminatoor preferentia

EPAct 1992 required FERC to establish a simpliied generally applicable methodology to adjustfteates for inflation for interstate
petroleum pipelines. As a result, FERC adopteddaxing rate methodology which, as currently ireeff allows common carriers to
change their rates within prescribed ceiling leviets are tied to changes in the Producer PricexitBPIl). FERC's indexing
methodology is subject to review every five ye&@rsring the five-year period commencing July 1, 20drid ending June 30, 20186,
common carriers charging indexed rates are permntitt@djust their indexed ceilings annually by PRk 2.65 percent. The indexing
methodology is applicable to existing rates, inglgdyrandfathered rates, with the exclusion of matlased rates. A pipeline is not
required to raise its rates up to the index cejlmg it is permitted to do so and rate increasadarunder the index are presumed to be
just and reasonable unless a protesting party earodstrate that the portion of the rate increaselting from application of the index
substantially in excess of the pipeligéhcrease in costs. Under the indexing rate metloggl, in any year in which the index is negat
pipelines must file to lower their rates if thosgées would otherwise be above the rate ceiling.

8
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While common carriers often use the indexing medthagly to change their rates, common carriers magtéb support proposed rates
using other methodologies such as cost-of-sergtEmaking, market-based rates, and settlemerst ratgipeline can follow a cost-of-
service approach when seeking to increase its afiege the rate ceiling (or when seeking to avowgering rates to the reduced rate
ceiling). A common carrier can charge markased rates if it establishes that it lacks sigaift market power in the affected market:
addition, a common carrier can establish rates usetiement if agreed upon by all current shippéfe have used indexed rates and
settlement rates for our different pipeline systelinwe used cost-of-service rate making to esshbdir support our rates, the issue of the
proper allowance for federal and state income tawesd arise. In 2005, FERC issued a policy statgrsgting that it would permit
common carriers, among others, to include an incaxallowance in cost-of-service rates to reftual or potential tax liability
attributable to a regulated entity’s operating meg regardless of the form of ownership. Under FERGIlicy, a tax pass-through entity
seeking such an income tax allowance must estathlégtits partners or members have an actual engiat income tax liability on the
regulated entity’s income. Whether a pipeline’s everhave such actual or potential income tax ligh8 subject to review by FERC on
a case-by-case basis. Although this policy is gdhefavorable for common carriers that are orgadias pass-through entities, it still
entails rate risk due to the FERC'’s case-by-cageweapproach. The application of this policy, adlvas any decision by FERC
regarding our cost of service, may also be subgertview in the courts. Intrastate services preglitly certain of our pipeline systems
are subject to regulation by state regulatory aitike, such as the lllinois Commerce Commissiohic regulates our Hartford
Connector products system, the Texas Railroad Cessiami, which regulates our Sweeny to Pasadena giodystem and the Louisiana
Public Service Commission, which regulates ourt@fifRidge crude system. These state commissiona asmplaint-based system of
regulation, both as to matters involving rates pridrity of access. State regulatory commissiondddmit our ability to increase our
rates or to set rates based on our costs or osderneduce our rates and require the paymentfwfds to shippers. FERC and state
regulatory commissions generally have not investidaates, unless the rates are the subject aftagbror a complaint. Phillips 66 has
agreed not to contest our tariff rates applicabteofir transportation services agreements entetedri connection with the Offering for
the term of those agreements. However, FERC ata sbmmission could investigate our rates onvits imitiative or at the urging of a
third party, and this could lead to a refund ofviasly collected revenue.

Pipeline Safety

Our assets are subject to increasingly strict gddeis and regulations. The transportation andag@iof crude oil and refined petroleum
products involves a risk that hazardous liquids fpayeleased into the environment, potentially itegusarm to the public or the
environment. In turn, such incidents may resulubstantial expenditures for response actionsifgignt government penalties, liabili
to government agencies for natural resources dasnage significant business interruption. The Depant of Transportation (DOT)
has adopted safety regulations with respect taléséyn, construction, operation, maintenance, ctspeand management of our assets
These regulations contain requirements for the [dpwgent and implementation of pipeline integritymagement programs, which
include the inspection and testing of pipelines aadessary maintenance or repairs. These regudadiea require that pipeline operat
and maintenance personnel meet certain qualificai@md that pipeline operators develop comprehersgill response plans. We are
subject to regulation by the DOT under the Hazasddquid Pipeline Safety Act of 1979 (the HLPSAheTHLPSA delegated to DOT
the authority to develop, prescribe, and enforc@immim federal safety standards for the transpotatf hazardous liquids by pipeline.
Congress also enacted the Pipeline Safety Act 82 1the PSA), which added the environment to thieoli statutory factors that must
considered in establishing safety standards foaruaus liquid pipelines, required regulations Iseiégl to define the term “gathering
line” and establish safety standards for certaggtitated gathering linesghd mandated that regulations be issued to edtatlieria for
operators to use in identifying and inspecting |i@s located in High Consequence Areas (HCAs)nddfas those areas that are
unusually sensitive to environmental damage, tr@sca navigable waterway, or that have a high latipn density. In 1996, Congress
enacted the Accountable Pipeline Safety and PatiieAct (the APSPA), which limited the operatoeidification requirement mandz
to pipelines that cross a waterway where a subataikelihood of commercial navigation exists, uéeed that certain areas where a
pipeline rupture would likely cause permanent oigikterm environmental damage be considered in mi@térg whether an area is
unusually sensitive to environmental damage, antdated that regulations be issued for the qualiioeand testing of certain pipeline
personnel. In the Pipeline Inspection, Protectiemforcement, and Safety Act of 2006 (the PIPES Actngress required mandatory
inspections for certain U.S. crude oil and natgesd transmission pipelines in HCAs and mandateddgalations be issued for low-
stress hazardous liquid pipelines and pipelinercbnbom management. We are also subject to theliRgpSafety, Regulatory Certainty
and Job Creation Act of 2011, which reauthorizetifog for federal pipeline safety programs thro@@gi5, increased penalties for
safety violations, established additional safetjureements for
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newly constructed pipelines, and required studieedain safety issues that could result in thepsion of new regulatory requirements
for existing pipelines.

The Pipeline and Hazardous Materials Safety Adrtration (PHMSA) administers compliance with thessiiges and has promulgated
comprehensive safety standards and regulatiorthéaransportation of hazardous liquid by pipelinejuding regulations for the desi
and construction of new pipeline systems or thhaetiave been relocated, replaced, or otherwisegelth pressure testing of new
pipelines; operation and maintenance of pipelirgesys, including inspecting and reburying pipelimethe Gulf of Mexico and its
inlets, establishing programs for public awarersgsdamage prevention, managing the integrity pélpies in HCAs, and managing
the operation of pipeline control rooms; protectatgel pipelines from the adverse effects of irdeamd external corrosion; and integi
management (IM) requirements for pipelines in HClAsaddition, on October 18, 2010, PHMSA issuecdwance notice of proposed
rulemaking on a range of topics relating to thesabf crude oil and other hazardous liquids pipedi Among other items, the advance
notice of proposed rulemaking requested commenmtt@ther to extend regulation to certain pipelinesently exempt from federal
safety regulations; whether to extend integrity agement regulations to additional pipelines beyd@d\s; and whether to require leak
detection beyond HCAs. PHMSA has not yet takerh&mraction on the issues raised in the advanceenofiproposed rulemaking. We
do not anticipate that we would be impacted byefregulatory initiatives to any greater degree thidwer similarly situated competitors.
In addition, PHMSA recently published an advisoyidtin providing guidance on verification of redsrrelated to pipeline maximum
operating pressure. PHMSA is considering a rulengkin this topic referred to as the Integrity Viedfion Process. We have perforr
hydro tests of our facilities to confirm the maximwperating pressure and do not expect that amy filemaking by PHMSA regardit
verification of maximum operating pressure wouldenially affect our operations or revenue.

We monitor the structural integrity of our pipelgniairough a program of periodic internal assesssngsihg high resolution internal
inspection tools, as well as hydrostatic testing dinect assessment that conforms to federal stdad@/e accompany these assessmer
with a review of the data and repair anomaliesegsired, to ensure the integrity of the pipelMé&e then utilize sophisticated risk
algorithms and a comprehensive data integratiartef ensure that the highest-risk pipelines neeéie highest priority for scheduling
subsequent integrity assessments. We use exteraiithgs and impressed current cathodic proteciistems to protect against external
corrosion. We conduct all cathodic protection wisriaccordance with National Association of CorrosiEngineers standards. We
continually monitor, test, and record the effeatigss of these corrosion inhibiting systems.

Product Quality Standards

Refined petroleum products that we transport areggly sold by our customers for use by the pulgrious federal, state and local
agencies have the authority to prescribe produalityispecifications for products. Changes in prdjuality specifications or blending
requirements could reduce our throughput volumeggjire us to incur additional handling costs ouiegcapital expenditures. For
example, different product specifications for diffiet markets affect the fungibility of the produittur system and could require the
construction of additional storage. If we are ueablrecover these costs through increased revenueash flows and ability to pay
cash distributions could be adversely affecte@ddition, changes in the product quality of theduis we receive on our product
pipeline systems could reduce or eliminate ouiitghid blend products.

Security

We are also subject to Department of Homeland $gdbhemical Facility Anti-Terrorism Standards, whiare designed to regulate the
security of high-risk chemical facilities, and tetTransportation Security Administration’s Pipeli®ecurity Guidelines. We have an
internal program of inspection designed to morgtod provide for compliance with all of these requients. We believe that we are in
material compliance with all applicable laws andulations regarding the security of our facilities.

While we are not currently subject to governmestahdards for the protection of computer-basedesysiand technology from cyber
threats and attacks, proposals to establish saddatds are being considered in the U.S. CongrekbyaU.S. Executive Branch
departments and agencies, including the Departofddbmeland Security, and we may become subjestith standards in the future.
We currently are implementing our own cyber segysibgrams and protocols; however, we cannot gteeaheir effectiveness. A
significant cyber attack could have a material &ffin operations and those of our customers.
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ENVIRONMENTAL REGULATIONS

General

Our operations are subject to extensive and frejuehanging federal, state and local laws, regotest and ordinances relating to the
protection of the environment. Among other thirthgse laws and regulations govern the emissiotisohdrge of pollutants into or onto
the land, air and water, the handling and dispofablid and hazardous wastes and the remediafioardamination. As with the
industry generally, compliance with existing andicipated environmental laws and regulations inseseour overall cost of business,
including our capital costs to construct, maintaiperate and upgrade equipment and facilities. &\thiése laws and regulations affect
our maintenance capital expenditures and net incaradelieve they do not affect our competitiveifiois, as the operations of our
competitors are similarly affected. We believe fagilities are in substantial compliance with apgble environmental laws and
regulations. However, these laws and regulatioesabject to changes, or to changes in the intatpra of such laws and regulations,
by regulatory authorities, and continued and futiapliance with such laws and regulations may irequs to incur significant
expenditures. Additionally, violation of environmehlaws, regulations, and permits can result eithposition of significant
administrative, civil and criminal penalties, ingiions limiting our operations, investigatory onredial liabilities or construction bans
delays in the construction of additional facilit@sequipment. Additionally, a release of hydrocarb or hazardous substances into the
environment could, to the extent the event is nstiied, subject us to substantial expenses, imgudbists to comply with applicable
laws and regulations and to resolve claims by tharies for personal injury or property damagehythe U.S. federal government or
state governments for natural resources damageseTimpacts could directly and indirectly affect business and have an adverse
impact on our financial position, results of openas and liquidity. We cannot currently determihe amounts of such future impacts.

Capitalized environmental costs were $2.4 millio2013and are expected to be approximately $2.5 millio2014 and $2.6 million in
2015. These amounts do not include capital expereditmade for other purposes that have an indiesfit on environmental
compliance.

Air Emissions and Climate Change

Our operations are subject to the Clean Air Act fAnd its regulations and comparable state anal ktatutes and regulations in
connection with air emissions from our operatiasisder these laws, permits may be required befonstaaction can commence on a
new source of potentially significant air emissioasd operating permits may be required for soutttaisare already constructed. These
permits may require controls on our air emissiamrses, and we may become subject to more strimggntations requiring the
installation of additional emission control techogies.

Future expenditures may be required to comply wighCAA and other federal, state and local requéneis for our various sites,
including our pipeline and storage facilities. Timpact of future legislative and regulatory develgmts, if enacted or adopted, could
result in increased compliance costs and additiopafating restrictions on our business, all ofchlgould have an adverse impact on
our financial position, results of operations, #igdidity.

These air emissions requirements also affect paib’s domestic refineries from which we receivbstantially all of our revenue.
Phillips 66 has been required in the past, andlikély be required in the future, to incur sigoéint capital expenditures to comply with
new legislative and regulatory requirements retptmits operations. To the extent these capitpéagitures have a material effect on
Phillips 66, they could have a material effect an lousiness and results of operations.

In December 2007, Congress passed the Energy Indepee and Security Act (EISA) that created a st&enewable Fuels Standard
(RFS2). This standard requires the total volumenéwable transportation fuels (including ethamal advanced biofuels) sold or
introduced annually in the U.S. to rise to 36 billigallons by 2022. The requirements could redutted demand for petroleum prodt
and thereby have an indirect effect on certain @spa our business. For compliance year 2014Utle Environmental Protection
Agency (EPA) proposed to reduce the statutory vekiof advanced and total renewable fuels usingatittgranted to it under the
EISA. We do not know whether this reduction willfirealized as proposed and/or whether the EPAwtilize its authority to reduce
statutory volumes in future compliance years.

Currently, various legislative and regulatory measuo address greenhouse gas (GHG) emissionadingl carbon dioxide, methane
and other gases) are in various phases of disecussionplementation. These include requirements
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effective in January 2010 to report emissions 0fG3Ho the EPA beginning in 2011, and proposed &ddegislation and regulation as
well as state actions to develop statewide or rediprograms, each of which require or could regjtéductions in our GHG emissions
or those of Phillips 66. Requiring reductions in Gldmissions could result in increased costs totyate and maintain our facilities,
(2) install new emission controls at our faciliteasd (3) administer and manage any GHG emissiagrams, including acquiring
emission credits or allotments. These requiremeaip also impact Phillips 66's domestic refinery @tiens and may have an indirect
effect on our business, financial condition andiltssof operations. None of our facilities are ety subject to the federal GHG
reporting rule or the GHG *“tailoring” rule, whichulsjects certain facilities to additional permittiogligations under the New Source
Review/Prevention of Significant Deterioration (NBBD) and Title V programs of the CAA based ondlifg's GHG emissions.

In addition, the EPA has proposed and may adogti¢uregulations under the CAA addressing GHGwHih some of our facilities
may become subject. Congress continues to consigistation on GHG emissions, which may includestad in the implementation of
GHG regulations by the EPA or a limitation on tHeAEs authority to regulate GHGs, although the ustiemadoption and form of any
federal legislation cannot presently be predictddw impact of future regulatory and legislative elepments, if adopted or enacted,
including any cap-and-trade program, is likelyesult in increased compliance costs, increaseityutdsts, additional operating
restrictions on our business, and an increaseeicdist of products generally. Although such costy impact our business directly or
indirectly by impacting Phillips 66’s facilities aperations, the extent and magnitude of that imgacnot be reliably or accurately
estimated due to the present uncertainty regattimgdditional measures and how they will be imgeted.

In September 2006, California’s governor signed latv Assembly Bill (AB) 32, known as the “CalifaenGlobal Warming Solutions
Act of 2006,” which establishes a statewide cafidtGs that is intended to reduce the State’'s GHGsions to 1990 levels by 2020
and authorizes the California Air Resources Bo&ARB) to establish a cap-and-trade program. In Bat@011, the CARB adopted
final cap-and-trade regulations, including a defathe start of the cap-and-trade rule’s compliapigigations until 2013. On November
14, 2012, the CARB held the initial auction for BB allowances. The auction included a current anaif 2013 vintage allowances &
an advanced auction of 2015 vintage allowancesaszroil refinery operations emit GHGs, PhillipssGperations in California are
subject to regulations issued under AB 32. Thegelations may increase Phillips 66’s costs for ¢hogerations and may adversely
affect its operating results. To the extent AB 82exsely affects Phillips 66, it may have an indiredverse effect on our business.

Waste Management and Related Liabilities

To a large extent, the environmental laws and agurls affecting our operations relate to the sdeaf hazardous substances or solid
wastes into soils, groundwater, and surface watet,include measures to control pollution of theimmment. These laws generally
regulate the generation, storage, treatment, toategon, and disposal of solid and hazardous wdstey also require corrective action,
including investigation and remediation, at a fificivhere such waste may have been released cos#sp

The Comprehensive Environmental Response, Compensahd Liability Act (CERCLA), which is also knawas Superfund, and
comparable state laws impose liability, withoutaejto fault or to the legality of the original crct, on certain classes of persons that
contributed to the release of a “hazardous substanto the environment. These persons includdédhmaer and present owner or
operator of the site where the release occurredranttansporters and generators of the hazarddostasices found at the site. Under
CERCLA, these persons may be subject to joint avdral liability for the costs of cleaning up thezhrdous substances that have beel
released into the environment, for damages to abtaesources, and for the costs of certain healifiess. CERCLA also authorizes the
EPA and, in some instances, third parties to antsponse to threats to the public health or thve@mment and to seek to recover from
the responsible classes of persons the costsrhay:. ilt is not uncommon for neighboring landowrens other third parties to file
claims for personal injury and property damagegaithy caused by hazardous substances or othetgrabueleased into the
environment. In the course of our ordinary operetjave generate waste that falls within CERCLA'8rdiéon of a “hazardous
substance” and, as a result, may be jointly andrsdly liable under CERCLA for all or part of theats required to clean up sites.
Pursuant to our omnibus agreement, Phillips 66nmdées us and will fund all of the costs of reqdrremedial action for our known
historical and legacy spills and releases andgestilp an aggregate deductible of $0.1 million,dipitls and releases, if any, existing but
unknown at the time of closing of the Offering i@ textent such existing but unknown spills andasds are identified within five years
after closing of the Offering.
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We also generate solid wastes, including hazardasses, that are subject to the requirements dRésource Conservation and
Recovery Act (RCRA) and comparable state statiesn time to time, the EPA considers the adoptiostricter disposal standards for
non-hazardous wastes. Hazardous wastes are stdjaore rigorous and costly disposal requiremdrds tare non-hazardous wastes.
Any changes in the regulations could increase aintanance capital expenditures and operating esgsee continue to seek metr
to minimize the generation of hazardous wastesiiroperations.

We currently own and lease, and Phillips 66 hakénpast owned and leased, properties where hydraes are being or for many years
have been handled. Although we have utilized opegand disposal practices that were standardenntiustry at the time,
hydrocarbons or other waste may have been disprfsmdreleased on or under the properties ownddased by us or on or under other
locations where these wastes have been takendposhl. In addition, many of these properties Hmen operated by third parties
whose treatment and disposal or release of hydsooaror other wastes were not under our contr@s&lproperties and wastes disp:
thereon may be subject to CERCLA, RCRA, and analsgbate laws. Under these laws, we could be redjtir remove or remediate
previously disposed wastes (including wastes dispa$ or released by prior owners or operatorsglégan up contaminated property
(including contaminated groundwater), or to perfaamedial operations to prevent further contamamati

Water

Our operations can result in the discharge of patits, including crude oil and products. Regulationder the Water Pollution Control
Act of 1972 (Clean Water Act), Oil Pollution Act &8990 (OPA 90) and comparable state laws imposdatayy burdens on our
operations. Spill Prevention Control and Countesuea (SPCC) requirements of federal laws and soate kws require containment
to mitigate or prevent contamination of navigabkavs in the event of an oil overflow, rupture]eak. For example, the Clean Water
Act requires us to maintain SPCC plans at manyuofacilities. We maintain numerous discharge p&mas required under the Natio
Pollutant Discharge Elimination System programhef €lean Water Act and have implemented systerogdrsee our compliance
efforts.

In addition, the transportation and storage of erailland products over and adjacent to water ire@tisk and subjects us to the
provisions of OPA 90 and related state requiremeéxtsong other requirements, OPA 90 requires theeswn operator of a tank vessel
or a facility to maintain an emergency plan to mgpto releases of oil or hazardous substances, Wsase of any such release, OPA
90 requires the responsible company to pay regutémoval costs and damages. OPA 90 also provadesviil penalties and imposes
criminal sanctions for violations of its provisiolWe operate facilities at which releases of od aazardous substances could occur.
have implemented emergency oil response plandlfof aur components and facilities covered by ORand we have established
SPCC plans for facilities subject to Clean Watet 8BCC requirements. Construction or maintenanceiopipelines, terminals and
storage facilities may impact wetlands, which dse aegulated under the Clean Water Act by the BRé the United States Army Co
of Engineers. Regulatory requirements governindamels (including associated mitigation projectsymesult in the delay of our
pipeline projects while we obtain necessary perarid may increase the cost of new projects andtarance activities.

Indemnification

Under our omnibus agreement, Phillips 66 will inaéinus for certain environmental liabilities, thabilities, and litigation and other
matters attributable to the ownership or operatibour assets prior to the closing of the Offerilmglemnification for any unknown
environmental liabilities is limited to liabilitiedue to occurrences prior to the closing of thee@fiy and that are identified before the
fifth anniversary of the closing of the Offeringylgect to an aggregate deductible of $0.1 milliefobe we are entitled to
indemnification. Indemnification for litigation natrs (other than currently pending legal actioasubject to an aggregate deductible o
$0.2 million before we are entitled to indemnificat Phillips 66 will also indemnify us for failute obtain certain consents, licenses
and permits necessary to conduct our businessidimg) the cost of curing any such condition, infeaase that is identified prior to the
fifth anniversary of the closing of the Offeringitgect to an aggregate deductible of $0.2 milliefobe we are entitled to
indemnification. We have agreed to indemnify Ppdli66 for events and conditions associated witlotgership or operation of our
assets that occur on or after the closing of tHerffy and for certain environmental liabilitiedated to our assets to the extent Phillips
66 is not required to indemnify us.
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Employee Safety

We are subject to the requirements of the OccupatiBafety and Health Act (OSHA) and comparableesttatutes that regulate the
protection of the health and safety of workersadidition, the OSHA hazard communication standagdires that information be
maintained about hazardous materials used or peadincoperations and that this information be piedito employees, state and local
government authorities and citizens. We believe da operations are in substantial compliance WiISHA requirements, including
general industry standards, record keeping req@nesn and monitoring of occupational exposure ¢lie@ed substances.

Endangered Species Act

The Endangered Species Act restricts activitiesrttay affect endangered species or their habifélsle some of our facilities are in
areas that may be designated as habitats for eadahgpecies, we believe that we are in substariapliance with the Endangered
Species Act. However, the discovery of previouslidentified endangered species could cause ustw additional costs or become
subject to operating restrictions or bans in thectéd area.

Hazardous Materials Transportation Requirements

The DOT regulations affecting pipeline safety reguiipeline operators to implement measures dedignesduce the environmental
impact of crude oil and product discharge from amelcrude oil and product pipelines. These reguiatrequire operators to maintain
comprehensive spill response plans, including exterspill response training for pipeline personfrebddition, the DOT regulations
contain detailed specifications for pipeline operm&and maintenance. We believe our operationiasabstantial compliance with the
regulations. The DOT also has a pipeline integrignagement rule, with which we are in substantaigiance.

GENERAL

Major Customer
Crude oil and refined petroleum product pipeliregportation, terminaling and storage servicedilipps 66 accounted for 97 percent ,
97 percent and 98 percent of our total revenudéisdaryears ended December 31, 2013, 2012 and 28ddectively.

Seasonality

The crude oil and refined petroleum products trartsg in our pipelines and stored in our termirgald storage assets are directly
affected by the level of supply and demand for erai and refined petroleum products in the marketsed directly or indirectly by o
assets. However, many effects of seasonality omexgamue will be substantially mitigated through ttse of our fee-based commercial
agreements with Phillips 66 that include minimuniuvnee commitments.

Pipeline Control Operations

Our pipeline systems are operated from a centratabroom owned and operated by Phillips 66, ledah Bartlesville, Oklahoma. The
control center operates with a supervisory corgtnal data acquisition (SCADA) system equipped witlnputer systems designed to
continuously monitor operational data. Monitoretbdacludes pressures, temperatures, gravities, fdes and alarm conditions. The
control center operates remote pumps, motors, alvéy associated with the receipt and deliveryrode oil and refined products, and
provides for the remote-controlled shutdown of pustagions on the pipeline system. A fully functibback-up operations center is also
maintained and routinely operated throughout the y@ ensure safe and reliable operations.

Employees

We are managed and operated by the Board of Diseatad executive officers of Phillips 66 Partne1G& C, our general partner.
Neither we nor our subsidiaries have any employ@es.general partner has the sole responsibilitypfoviding the employees and ot
personnel necessary to conduct our operation©fAlie employees that conduct our business aresmgplby affiliates of our general
partner. Our general partner and its affiliatesehapproximately 50 employees who spend a signifisamount of their time performing
services for our operations. We believe that omega partner and its affiliates have a satisfactelationship with those employees.
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Website Access to SEC Reports
Our Internet website addresshigp://www.phillips66partners.cominformation contained on our Internet websitaas part of this
Annual Report on Form 10-K.

Our Annual Reports on Form 10-K, quarterly reporis=orm 10-Q and current reports on Form 8-K, déageany amendments and
exhibits to these reports, filed or furnished parguo Section 13(a) or 15(d) of the SecuritiesHaxge Act of 1934 are available on our
website, free of charge, as soon as reasonabljigable after such reports are filed with, or feiréd to, the SEC. Alternatively, you
may access these reports at the SEC's webditgpatwww.sec.govWe also post our beneficial ownership reporedfiby officers,
directors, and principal security holders undernti®acl6(a) of the Securities Exchange Act of 193#porate governance guidelines,
audit and conflicts committee charters, code ofrimss ethics and conduct, code of ethics for sdimancial officers, and information

on how to communicate directly with our Board ofdaitors on our website.
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Item 1A. RISK FACTORS

You should carefully consider the risks describebbt with all of the other information includedtimis Annual Report on Form 10-K.
Each of these risk factors could adversely affecttusiness, operating results and financial candigs well as adversely affect the
value of an investment in our common units.

Risks Related to Our Business

Phillips 66 accounts for substantially all of ourewvenue. If Phillips 66 changes its business strateig unable for any reasor
including financial or other limitations, to satisf its obligations under our commercial agreementssignificantly reduces the
volumes transported through our pipelines or ternails or stored at our storage assets, our revenueldaecline and our financial
condition, results of operations, cash flows, anbility to make distributions to our unitholders wddi be materially and adversely
affected.

For the years ended December 31, 2013, 2012 artd P®illips 66 accounted for 97 percent , 97 petraed 98 percentrespectively, ¢
our revenue. As we expect to initially derive sabsially all of our revenue from multiple commeltdagreements with Phillips 66, any
event, whether in our areas of operation or elsesylibat materially and adversely affects Philbgss financial condition, results of
operations or cash flows may adversely affect dilityto sustain or increase cash distributionstio unitholders. Accordingly, we are
indirectly subject to the operational and busirregss of Phillips 66, the most significant of whititlude the following:

» The effects of changing commodity prices and rafjrind petrochemical margi

» The ability to obtain credit and financing orceptable terms in light of current uncertainty dhiguidity in credit and capital
markets, which could also adversely affect therfaial strength of business partners.

» A deterioration in Phillips 66's credit profimuld increase Phillips 66’s costs of borrowing eypand limit Phillips 66 acces
to the capital markets and commercial credit, wiighld also trigger co-venturer rights under Pbsll66’s joint venture
arrangements.

» The substantial capital expenditures and opegatdsts required to comply with existing and fatanvironmental laws and
regulations, which could also impact or limit Pipdl 66’s current business plans and reduce prathroand.

* The effects of domestic and worldwide politieald economic developments could materially redugkis 66’s profitability
and cash flows.

» Large capital projects can take many years ioptete, and market conditions could deteriorataifizantly between the project
approval date and the project startup date, negjgtimpacting project returns.

* Investments in joint ventures decrease PhiBi's ability to manage risk and may adversely dffee distributions that Phillips
66 receives from the joint ventures.

« Significant losses resulting from the hazards asks of operations may not be fully covered tsuirance, and could adversely
affect Phillips 66’s operations and financial reésul

* Interruptions of supply and increased costs @gsalt of Phillips 66’s reliance on third-partatisportation of crude oil and
refined products.

» Increased regulation of hydraulic fracturing lcbresult in reductions or delays in domestic piitiun of crude oil and natural
gas, which could adversely impact Phillips 66’wutesof operations.

»  Competitors that produce their own supply ofifgecks, have more extensive retail outlets, oelgreater financial resources
may have a competitive advantage over Phillips 66.
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» Potential losses from Phillips 66’s forward-aaat and derivative transactions may have an advergact on its results of
operations and financial condition.
« Asignificant interruption in one or more of Ripis 66’s facilities could adversely affect busin

* Any decision by Phillips 66 to temporarily orrpenently curtail or shut down operations at onenore of its domestic
refineries or other facilities and reduce or teraténits obligations under our commercial agreements

» Phillips 66’s performance depends on the uniofged operation of its refineries and other féie#i, which are becoming
increasingly dependent on information technologgtems.

« Potential indemnification of ConocoPhillips bigilips 66 for various matters related to Phill's separation may have an
adverse impact on its results of operations arahfifal condition.

Phillips 66 is not obligated to use our servicethwespect to volumes of crude oil or productsxocess of the minimum volume
commitments under its commercial agreements witlPlesase see "ltems 1 and 2. Business and Prapei@emmercial and Other
Agreements with Phillips 66 and Related Parties;'af description of each of these commercial agesdsn

We may not generate sufficient distributable casbvf to support the payment of the minimum quartedystribution to our
unitholders.

In order to support the payment of the minimum tprér distribution of $0.2125 per unit per quarter$0.85 per unit on an annualized
basis, we must generate distributable cash floappfoximately $15.3 million per quarter, or approately $61.1 million per year,
based on the number of common units and subordinatiés and the general partner interest outstgnanof December 31, 2013. We
may not generate sufficient distributable cash feagh quarter to support the payment of the minimuarterly distribution. The
amount of cash we can distribute on our units [paity depends upon the amount of cash we genéxateour operations, which will
fluctuate from quarter to quarter based on, amdahgrdhings:

* The volume of crude oil and refined petroleum picdwe transpol

» The tariff rates with respect to volumes that veagpor

» Changes in revenue we realize under the loswalice provisions of our regulated tariffs resgjtirom changes in underlying
commaodity prices.

In addition, the actual amount of distributabletciew we generate will also depend on other fagteome of which are beyond our
control, including:

* The amount of our operating expenses and gearthhdministrative expenses, including reimbursesi® Phillips 66, which
are not subject to any caps or other limits, ipees$ of those expenses.

* The application by Phillips 66 of any remainicrgdit amounts to any volumes handled by our asdetsthe expiration or
termination of our commercial agreement.

» The application by Phillips 66 of credit amouatsler our Hartford Connector throughput and deficy agreement, which may
be applied towards deficiency payments in futuneopis.

* The level of capital expenditures we m:
« The cost of acquisitions, if ar
* Our debt service requirements and other liabill

» Fluctuations in our working capital nee
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e Our ability to borrow funds and access capital rats

* Restrictions contained in our revolving credit fiagiand other debt service requireme
* The amount of cash reserves established by ourggreetnel

« Changes in commodity prici

» Other business risks affecting our cash le

Phillips 66 may suspend, reduce or terminate itdigations under our commercial agreements, and meoid making deficienc
payments under our Hartford Connector throughput drdeficiency agreement, in certain circumstancesieh could have a materie
adverse effect on our financial condition, resulté operations, cash flows and ability to make dibtrtions to our unitholders.

Our commercial agreements and operational sereige=ement with Phillips 66 include provisions thatmit Phillips 66 to suspend,
reduce or terminate its obligations under the apple agreement if certain events occur, such Bli§pBI66’s determination to suspend
refining operations at one of its refineries in @hany of our assets are integrated, either pemtigna indefinitely for a period that w
continue for at least twelve months. Under our camuial agreements, Phillips 66’s minimum volume aatments will cover less than
100 percent of the operating capacity of our asgetg such reduction, suspension or terminatioRluflips 66's obligations would hav
a material adverse effect on our financial conditi@sults of operations, cash flows and abilitynake distributions to our unitholders.
Please see Note 16—Related Party Transactionbe iNotes to Consolidated Financial Statementsa fdetailed description of each of
these commercial agreements.

Certain components of our revenue have exposuréitect commodity price risk, and our exposure taetit commodity price risk
may increase in the future.

We have exposure to direct commodity price risktigh the loss allowance provisions of our reguléaeiffs and the commodity
imbalance provisions of our commercial agreemeity. future losses due to our commodity price rigsg@sure could materially and
adversely affect our results of operations andnfiieel condition and our ability in the future to keadistributions to our unitholders.
Please see "ltem 7A. Quantitative and QualitatiiseIldsures About Market Risk," for more informatidn addition, we may acquire or
develop additional assets in the future that hageeater exposure to fluctuations in commodity gsithan our current operations.
Although we intend to continue to contractually miize our exposure to direct commaodity price riskhe future, our efforts to
negotiate such contracts may not be successfubdsed exposure to the volatility of oil and refirroduct prices in the future could
have a material adverse effect on our revenue asid ftow and our ability to make distributions tar anitholders.

Our operations and Phillips 66's refining operatignare subject to many risks and operational hazarsisme of which may result in
business interruptions and shutdowns of our or Pipk 66's facilities and damages for which we magtrbe fully covered by
insurance. If a significant accident or event occthat results in a business interruption or shutaao for which we are not
adequately insured, our operations and financialsudts could be materially and adversely affected.

Our operations are subject to all of the risks @peérational hazards inherent in transporting, teafing and storing crude oil and refir
petroleum products, including:

» Damages to pipelines, terminals and facilittetated equipment and surrounding properties calbge@rthquakes, tornados,
hurricanes, floods, fires, severe weather, expfasand other natural disasters and acts of temoris

* Maintenance, repairs, mechanical or structwiflifes at our or Phillips 66’s facilities or atrthparty facilities on which our or
Phillips 66’s operations are dependent, includilegteical shortages, power disruptions and powig fgilures.
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« Damages to and loss of availability of interceating third-party pipelines, terminals and otherams of delivering crude oil,
feedstocks and refined petroleum products.

« Disruption or failure of information technology sgms and network infrastructure due to various esusicluding unauthorize
access or attack.

« Curtailments of operations due to severe seasopaths!

* Riots, strikes, lockouts or other industrial dis@mces

* Inadvertent damage to pipelines from constructianm and utility equipmer
»  Other hazard

These risks could result in substantial lossestdyersonal injury and/or loss of life, severe dgento and destruction of property and
equipment and pollution or other environmental dgeas well as business interruptions or shutdafosir facilities. Any such event
or unplanned shutdown could have a material adwaffeet on our business, financial condition argltes of operations. In addition,
Phillips 66’s refining operations, on which our ogiions are substantially dependent, are subjesitidar operational hazards and risks
inherent in refining crude oil. A serious accidahbur facilities or at Phillips 66’s facilities glol result in serious injury or death to our
employees or contractors or those of Phillips 6@soaffiliates and could expose us to significkarbility for personal injury claims and
reputational risk. We have no control over the afiens at Phillips 66's refineries and their asated facilities.

We do not maintain insurance coverage againsoddinial losses and could suffer losses for ungigleror uninsured risks or in
amounts in excess of existing insurance coveragecaity separate policies for certain property dgmbausiness interruption and third-
party liabilities, which includes pollution liakiies, and are also insured under certain of PRilli§'s liability policies and are subject to
Phillips 66’ policy limits under these policies. The occureentan event that is not fully covered by insuencfailure by one or mo
insurers to honor its coverage commitments fonaared event could have a material adverse effeouo business, financial condition
and results of operations.

A material decrease in the refining margins at Pliils 6€ s refineries could cause Phillips 66 to reduce telume of crude oil refine
in its refineries which, in turn, could materiallyeduce the volumes of crude oil and refined petnate products that we transport and
store for Phillips 66, which could materially anddxersely affect our financial condition, results afperations and ability to mak
cash distributions to our unitholders.

The volumes of crude oil and refined petroleum putsl that we transport and store depend substgrdgiaPhillips 66’s refining
margins. Refining margins are dependent both uperptice of crude oil or other refinery feedstoaksl the price of refined petroleum
products. These prices are affected by numerotsri&abeyond our or Phillips 66’s control, includitige global supply and demand for
crude oil, gasoline and other refined petroleundpots, competition from alternative energy souared the impact of new and more
stringent regulations and standards affecting éfieing industry. In order to maintain or incregseduction levels at Phillips 66’s
refineries, Phillips 66 must continually contraat iew crude oil supplies or consider connectinglternative sources of crude oil.
Adverse developments in major oil producing regiarmund the world could have a significantly greatgact on our financial
condition, results of operations and cash flowsabee of our lack of industry and geographic divgrsnd substantial reliance on
Phillips 66 as a customer.

If we are unable to make acquisitions on economigaicceptable terms from Phillips 66 or third paes, our future growth would b
limited, and any acquisitions we may make may redukather than increase, our cash flows and abilitymake distributions to
unitholders.

A portion of our strategy to grow our business arlease distributions to unitholders is dependenbur ability to make acquisitions

that result in an increase in distributable castvfber unit. The acquisition component of our giostrategy is based, in large part, on
our expectation of ongoing divestitures of tranggiion and storage assets by industry participamtgjding Phillips 66.
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If we are unable to make acquisitions from Phill@sor third parties, because (1) there is a nmedtdecrease in divestitures of
transportation and storage assets, (2) we are etaldentify attractive acquisition candidatesiegotiate acceptable purchase contr.
(3) we are unable to obtain financing for theseusitions on economically acceptable terms, (4)aneeoutbid by competitors or (5) for
any other reason, our future growth and abilitintrease distributions will be limited. Furthermoesen if we do consummate
acquisitions that we believe will be accretive ytineay in fact result in a decrease in distributataleh flow per unit as a result of
incorrect assumptions in our evaluation of suctuatijons or unforeseen consequences or otherreadtevents beyond our control. If
we consummate any future acquisitions, unitholdélisnot have the opportunity to evaluate the ecoit financial and other relevant
information that we will consider in evaluating asyych acquisitions.

Any reduction in volumes transported for Phillips66on interconnecting, thir-party pipelines could cause a reduction of volumes
transported on our pipelines.

At times, Phillips 66 is dependent upon connectionthird-party pipelines to receive and delivexd® oil and refined petroleum
products for transportation on our pipelines. Aegiuction of capacities of these interconnectinglpies due to testing, line repair,
reduced operating pressures or other causes aesltt m reduced volumes of crude oil and refinettgdeum products transported on
our pipelines. In addition, it is possible that dagrorationing on third-party interconnecting gipes, the allocations to Phillips 66 and
other existing shippers on these pipelines coulcedaced, which could also reduce volumes tranegarh our pipelines. Any
significant reduction in volumes available for sanrtation on our pipelines would materially angexdely affect our revenue and cash
flows and our ability to make distributions to auritholders.

Our expansion of existing assets and constructidmew assets may not result in revenue increased wafill be subject to regulatory,
environmental, political, legal and economic riskahich could adversely affect our operations anddncial condition.

In order to optimize our existing asset base, wenid to evaluate and capitalize on organic oppditsfor expansion projects in order
to increase revenue on our pipeline, terminal aoxhge systems. The expansion of an existing pipeterminal or storage facility, such
as by adding horsepower, pump stations or loadings; or the construction of a new pipeline, teahor storage asset, involves
numerous regulatory, environmental, political asgill uncertainties, most of which are beyond outrod. If we undertake these
projects, they may not be completed on schedulbeadbudgeted cost, or at all. Moreover, we mayreceive sufficient long-term
contractual commitments from customers to provigerevenue needed to support such projects andayéeunable to negotiate
acceptable interconnection agreements with tharty pipelines to provide destinations for inceghthroughput. Even if we receive s
commitments or make such interconnections, we nodyealize an increase in revenue for an exteneeidg of time. As a result, new
facilities may not be able to attract enough thiqug to achieve our expected investment return¢hivbould materially and adversely
affect our results of operations and financial ¢toxd and our ability in the future to make distritbns to our unitholders.

We do not own all of the land on which our pipeliaare located, which could result in disruptions ¢air operations.

We do not own all of the land on which our pipe$irege located, and we are, therefore, subjecetpdissibility of more onerous terms
and increased costs to retain necessary land wsedb not have valid leases or rights-of-way @ui€h rights-ofway lapse or terminat
We obtain the rights to construct and operate qelines on land owned by third parties and governtal agencies, and some of our
agreements may grant us those rights for only eiip@eriod of time. Our loss of these rights,ahgh our inability to renew right-of-
way contracts or otherwise, could have a matedatese effect on our business, results of operstiimancial condition and ability to
make cash distributions to our unitholders.
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Restrictions in our revolving credit facility coulddversely affect our business, financial conditioresults of operations, ability t
make cash distributions to our unitholders and thalue of our units.

We will be dependent upon the earnings and cas¥sfligenerated by our operations in order to meetlaby service obligations and to
allow us to make cash distributions to our unitleesd The operating and financial restrictions amekeaants in our revolving credit
facility and any future financing agreements cawistrict our ability to finance our future operaisoor capital needs or to expand or
pursue our business activities, which may, in tlimit our ability to make cash distributions torawnitholders.

The provisions of our revolving credit facility dduaffect our ability to obtain future financingdpursue attractive business
opportunities and our flexibility in planning fand reacting to, changes in business conditionaddlition, a failure to comply with the
provisions of our revolving credit facility coul@sult in an event of default which would enable leaders to declare the outstanding
principal of that debt, together with accrued iatty to be immediately due and payable. If the gatrof our debt is accelerated,
defaults under our other debt instruments, if angy be triggered, and our assets may be insuffitéerepay such debt in full, and the
holders of our units could experience a partigbtal loss of their investment. Please see “ltefld@nagement’s Discussion and
Analysis of Financial Condition and Results of Giiems—Capital Resources and Liquidity,” for adalial information about our
revolving credit facility.

Our assets and operations (including our pipelingst¢ems) are subject to federal, state and localdamd regulations relating to
environmental protection and safety, including sigil releases, and pipeline integrity, any of whicbuld require us to make
substantial expenditures

Our assets and operations involve the transpontaticrude oil and refined petroleum products, hace subject to increasingly
stringent federal, state and local laws and remuiatrelated to protection of the environment. Bhegyulations have raised operating
costs for the crude oil and refined petroleum potslindustry and compliance with such laws and legguns may cause us and Phillips
66 to incur potentially material capital expendisir

Transportation of crude oil and refined petrolewoduoicts involves inherent risks of spills and reksafrom our facilities, and can
subject us to various federal and state laws gavgspills and releases, including reporting andediation obligations. The costs
associated with such obligations can be substaasatan costs associated with related enforcematters, including possible fines and
penalties. Transportation of such products oveemat proximate to navigable water bodies involiverent risks (including risks of
spills) and could subject us to the provisionshef ©il Pollution Act of 1990 and similar state eovimental laws should a spill occur
from our pipelines. We and Phillips 66 have contdavith various spill response service companigbé areas in which we transport
or store crude oil and refined petroleum produntsyever, these companies may not be able to addyguantain a “worst case
discharge” in all instances, and we cannot en$atall of their services would be available at given time. In these and other cases,
we may be subject to liability in connection wittetdischarge of crude oil or products into navigatshters. We could incur potentially
significant additional expenses should we deterrttiagany of our assets are not in compliance aihlicable laws and regulations. (
failure to comply with these or any other enviromtaé, safety or pipeline-related regulations cagsult in the assessment of
administrative, civil, or criminal penalties, thraposition of investigatory and remedial liabilitiesd the issuance of injunctions that
may subject us to additional operational constsaiaty such penalties or liability could have a eni@ll adverse effect on our business,
financial condition, or results of operations. Wil tse subject to an aggregate deductible of $0illian before we are entitled to
indemnification from Phillips 66 for certain envinmental liabilities under our omnibus agreementerkEN we are insured or indemnifi
against such risks, we may be responsible for argtenalties to the extent our insurers or indéonsido not fulfill their obligations to
us. Please see “Items 1 and 2. Business and PiespefEnvironmental Regulations” and “Items 1 an8@siness and Properties—Rates
and Other Regulations—Pipeline Safety,” for addiéibinformation.

Evolving environmental laws and regulations on clate change could adversely affect our financial famance.

Potential additional regulations regarding climettange could affect our operations. Currently,ousiU.S. legislative and regulatory
agencies and bodies are considering various mesasuregard to GHG emissions. These measures im&®h programs to control
GHG emissions and state actions to develop stage@ridegional programs, each of which could impeskictions in GHG emissions.
These actions could result in increased (1) costgpérate and
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maintain our facilities, (2) capital expendituredristall new emission controls on our facilitieslg3) costs to administer and manage
any potential GHG emissions regulations or carlpading or tax programs. These actions could alse bha indirect adverse effect on
our business if Phillips 66’s refinery operatioms adversely affected due to increased regulatidthilips 66’s facilities or reduced
demand for crude oil, refined petroleum products HGL, and a direct adverse effect on our busifress increased regulation of our
facilities. Please see “ltems 1 and 2. BusinessPangerties—Environmental Regulations—Air Emissiand Climate Change,” for
additional information.

We may be unable to obtain or renew permits neceg$ar our operations, which could inhibit our abity to do business.

Our facilities operate under a number of federal state permits, licenses and approvals with temasconditions containing a
significant number of prescriptive limits and perfance standards in order to operate. All of thpesenits, licenses, approval limits and
standards require a significant amount of monigprirecord keeping and reporting in order to dematstcompliance with the
underlying permit, license, approval limit or standl Noncompliance or incomplete documentationusfammpliance status may result
in the imposition of fines, penalties and injunetielief. A decision by a government agency to dengelay issuing a new or renewed
material permit or approval, or to revoke or subt#ly modify an existing permit or approval, cddlave a material adverse effect on
our ability to continue operations and on our ficiahcondition, results of operations and cash flow

Evolving environmental laws and regulations on hyalilic fracturing could have an indirect effect onu financial performance.

Hydraulic fracturing is an important and commongpice that is used to stimulate production of crade@nd/or natural gas from dense
subsurface rock formations, and is primarily prélgaregulated by state agencies. However, Condrassn the past and may in the
future consider legislation to regulate hydrautacturing by federal agencies. Many states hawadir adopted laws and/or regulations
that require disclosure of the chemicals used ardnylic fracturing, and are considering legal regmients that could impose more
stringent permitting, disclosure and well constiartrequirements on oil and/or natural gas drillawivities. The EPA is also moving
forward with various regulations requiring, amorigey matters, “green completions” of hydraulicdhgctured wells by 2015 and
certain emission requirements for some midstreampetent. We do not believe these new regulatiotishaize a direct effect on our
operations, but because oil and/or natural gasystazh using hydraulic fracturing is growing rapidh the United States, if new or mi
stringent federal, state or local legal restricsioelating to such drilling activities or to thedmgulic fracturing process are adopted in
areas where our shippers’ producer suppliers opetaise producers could incur potentially sigaificadded costs to comply with such
requirements and experience delays or curtailmretiitd pursuit of production or development actdatiwhich could reduce demand for
our transportation and midstream services.

New and proposed regulations governing fuel effisgy and renewable fuels could have an indirect boaterial adverse effect on ot
business.

Increases in fuel mileage standards and the inedease of renewable fuels could also decrease dkfoanefined petroleum products,
which could have an indirect, but material, advexi§ect on our business, financial condition argliies of operations. For example, in
2007, Congress passed the EISA, which, among tihregs, sets a target of 35 miles per gallon feracbmbined fleet of cars and light
trucks in the United States by model year 2020,@mdains RFS2. In December 2011, the EPA and #iehal Highway Traffic Safet
Administration jointly proposed regulations thatwla establish average industry fleet fuel econotapdards as high as 49.6 miles per
gallon by model year 2025. RFS2 presents produetiwhlogistics challenges for both the renewabdtsfand petroleum refining
industries. RFS2 has required, and may in the éutontinue to require, additional capital expendor expenses by Phillips 66 to
accommodate increased renewable fuels use. Plélipsay experience a decrease in demand for refiagdleum products due to an
increase in combined fleet mileage or due to refipetroleum products being replaced by renewaldks fu
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Many of our assets have been in service for mangrgeand require significant expenditures to maintaithem. As a result, ou
maintenance or repair costs may increase in theuid.

Our pipelines, terminals and storage assets arergi@nlong-lived assets, and many of them havenleservice for many years. The
age and condition of our assets could result irem®ed maintenance or repair expenditures in thesfuAny significant increase in the
expenditures could adversely affect our resultspafrations, financial position or cash flows, adl &g our ability to make cash
distributions to our unitholders.

Terrorist attacks and threats, cyber attacks, ocaktion of military activity in response to thesgtacks, could have a material adve
effect on our business, financial condition or reks of operations.

Terrorist attacks and threats, cyber attacks, calason of military activity in response to thedéacks, may have significant effects on
general economic conditions, fluctuations in consunonfidence and spending and market liquiditgheaf which could materially and
adversely affect our business. Strategic targats) as energy-related assets and transportatietsagsay be at greater risk of future
terrorist or cyber attacks than other targets enWinited States. We do not maintain specializedrarsce for possible liability or loss
resulting from a cyber attack on our assets that shat down all or part of our business. It is jgiesthat any of these occurrences, or &
combination of them, could have a material adveffct on our business, financial condition andiltssof operations.

We may incur greater than anticipated costs andiiilities in order to comply with safety regulatioincluding pipeline integrity
management program testing and related repairs.

The DOT, through its PHMSA, has adopted regulatieggliring, among other things, pipeline operatordevelop integrity
management programs for transmission pipelinesddoahere a leak or rupture could harm HCAs. Tlgeilsions require operators,
including us, to, among other matters, perform amgassessments of pipeline integrity; repair ardediate pipelines as necessary;
implement preventive and mitigating actions. PHMiSA&onsidering whether to revise the integrity nggemaent requirements or to
include additional pipelines in HCAs, which coulaMe a material adverse effect on our operationscast$ of transportation services.

Although some of our facilities fall within a claggt is currently not subject to these requirement may incur significant costs and
liabilities associated with repair, remediatioreyentative or mitigation measures associated witmonexempt pipelines. We have r
estimated the costs for any repair, remediatioeygmtative or mitigating actions that may be deteedhto be necessary as a result o
testing program, which could be substantial, or lasy cash flows resulting from shutting down oipghines during the pendency of
such repairs. Additionally, should we fail to complith the DOT or comparable state regulationscaeld be subject to penalties and
fines.

The tariff rates of our regulated assets are sulijez review and possible adjustment by federal atate regulators, which could
adversely affect our revenue and our ability to nea#listributions to our unitholders.

Our Clifton Ridge to Lake Charles refinery pipelitgaveeny to Pasadena pipelines, Wood River to étdrffipeline and Hartford to
Explorer pipeline provide interstate service tisagubject to regulation by FERC. FERC uses presdniaite methodologies for
developing regulated tariff rates for interstatieanid product pipelines. Our tariff rates approbgd=ERC may not recover all of our
costs of providing services. In addition, thesehudblogies and changes to FERC's approved rateaudelbgies, or challenges to our
application of an approved methodology, could aldeersely affect our rates.

Shippers may protest (and FERC may investigatelatiikilness of new or changed tariff rates. FERG siaspend those tariff rates for
up to seven months and can also require refundmofints collected pursuant to rates that are uigin&ound to be unlawful and
prescribe new rates prospectively. FERC and intedgsarties can also challenge tariff rates thaetheecome final and effective. Under
our existing commercial agreements, Phillips 66dgeed not to challenge, or to cause others tiecig@g or assist others in
challenging, our tariff rates in effect during tieem of the agreements, except to the extent clsatiogihe base tariff rate are inconsisten
with FERC's indexing methodology or other rate afiag methodologies. This agreement does not presthet shippers or interested
persons from challenging our tariffs, including ¢aniff rates and proration rules. Due to the cawijty of rate making, the lawfulness
any rate is never assured. A successful challehgeraates could adversely affect our revenuesamdbility to make distributions to
our unitholders.
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Our pipelines are common carriers and, as a coeseguwe may be required to provide service tooonsts with credit and other
performance characteristics with whom we would &eooot to do business if permitted to do so.

Certain of our pipelines provide intrastate sentf@ is subject to regulation by the lllinois Coenmte Commission, the Texas Railroad
Commission and the Louisiana Public Service Comionsd he Illinois Commerce Commission, the Texa#rBad Commission and tl
Louisiana Public Service Commission could limit ability to increase our rates or to set rates db@aseour costs or could order us to
reduce our rates and could require the paymergfohds to shippers. Such regulation or a succesbéllenge to our intrastate pipeline
rates could adversely affect our financial positicesh flows or results of operations. Please kem$ 1 and 2. Business and
Properties—Rates and Other Regulations,” for aofukiti information.

Phillips 6€'s level of indebtedness, the terms of its borrogsrmand its credit ratings could adversely affectr@lbility to grow our
business and our ability to make cash distributiot@sour unitholders. Our ability to obtain credinithe future may also be adversely
affected by Phillips 66’s credit rating.

Phillips 66 must devote a portion of its cash fldvesn operating activities to service its indebtests, and therefore cash flows may not
be available for use in pursuing its growth stratégurthermore, a higher level of indebtednesshitips 66 in the future would increase
the risk that it may default on its obligationau®under our transportation services agreementscbenants contained in the
agreements governing Phillips 66’s outstandingfaide indebtedness may limit its ability to borradditional funds for development
and make certain investments and may directly diréctly impact our operations in a similar manrarthermore, if Phillips 66 were
default under certain of its debt obligations, ¢hisra risk that Phillips 66’s creditors would atf# to assert claims against our assets
during the litigation of their claims against Pipdl 66. The defense of any such claims could b#ycasd could materially impact our
financial condition, even absent any adverse detextion. If these claims were successful, our gbith meet our obligations to our
creditors, make distributions and finance our of@na could be materially and adversely affected.

Phillips 66’s long-term credit ratings are currgnitivestment grade. If these ratings are lowerdtiénfuture, the interest rate and fees
Phillips 66 pays on its credit facilities may inase. In addition, although we do not currently hawg indebtedness rated by any credit
rating agency, we may have rated debt in the futDredit rating agencies will likely consider Pipll 66's debt ratings when assigning
ours because of Phillips 66's ownership interestsnthe significant commercial relationships betwv@hillips 66 and us, and our
reliance on commercial agreements with Phillipgd@&ubstantially all of our revenue. If one or maredit rating agencies were to
downgrade the outstanding indebtedness of Phiilgsve could experience an increase in our borrgwosts or difficulty accessing t
capital markets. Such a development could adveedtdgt our ability to grow our business and to maksh distributions to our
unitholders.
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Risks Inherent in an Investment in Us

Our general partner and its affiliates, including illips 66, have conflicts of interest with us arhited fiduciary duties to us and o1
unitholders, and they may favor their own interestsour detriment and that of our unitholders. Aditbnally, we have no control ove
the business decisions and operations of Phillig é&nd Phillips 66 is under no obligation to adoatbusiness strategy that favors us.

As of December 31, 2013, Phillips 66 owned a 2 gmtrgeneral partner interest and a 71.7 perceitelinpartner interest in us and
owned and controlled our general partner. Additign&hillips 66 continues to own a 50 percent ¢gjinterest in DCP Midstream, LL
(DCP Midstream), and a 50 percent equity intere&hevron Phillips Chemical Company LLC (CPChenijhdugh our general partn
has a duty to manage us in a manner that is ibekeinterests of our partnership and our unithrsldée directors and officers of our
general partner also have a duty to manage ouraguertner in a manner that is in the best interekits owner, Phillips 66. Conflicts
of interest may arise between Phillips 66 andffiades, including our general partner, on theedrand, and us and our unitholders, on
the other hand. In resolving these conflicts, theegal partner may favor its own interests andrttexests of its affiliates, including
Phillips 66, over the interests of our common wlitlers. These conflicts include, among othersfdiewing situations:

* Neither our partnership agreement nor any othezeagent requires Phillips 66 to pursue a busineategly that favors us «
utilizes our assets, which could involve decisibpshillips 66 to increase or decrease refinerglpetion, shut down or
reconfigure a refinery, pursue and grow particalarkets, or undertake acquisition opportunitiegtialf. Phillips 66’s
directors and officers have a fiduciary duty to m#tkese decisions in the best interests of th&istdders of Phillips 66.

» Phillips 66, as our primary customer, has amentc incentive to cause us to not seek higheif taies, even if such higher
rates or fees would reflect rates and fees thdtldmeiobtained in arm’s-length, third-party trartgacs.

» Phillips 66 may be constrained by the termgtiebt instruments from taking actions, or refragrfrom taking actions, that
may be in our best interests.

» Our partnership agreement replaces the fidudaties that would otherwise be owed by our gengaetner with contractual
standards governing its duties, limiting our gehpeatner’s liabilities and restricting the remeslavailable to our unitholders
for actions that, without the limitations, mightnstitute breaches of fiduciary duty.

» Exceptin limited circumstances, our generatrparhas the power and authority to conduct ouiniess without unitholder
approval.

»  Our general partner will determine the amount timing of asset purchases and sales, borrowisgisance of additional
partnership securities and the creation, reduaidncrease of cash reserves, each of which cactafie amount of cash that is
distributed to our unitholders.

*  Our general partner will determine the amourmt timing of many of our cash expenditures and wéethcash expenditure is
classified as an expansion capital expenditurechvivould not reduce operating surplus, or a maantea capital expenditure,
which would reduce our operating surplus. This heiieation can affect the amount of available casimfoperating surplus tr
is distributed to our unitholders and to our gehpaatner, the amount of adjusted operating surglrerated in any given
period and the ability of the subordinated unitsdavert into common units.

»  Our general partner will determine which costs imed by it are reimbursable by
» Our general partner may cause us to borrow fimdsder to permit the payment of cash distribogioeven if the purpose or

effect of the borrowing is to make a distributiamtbe subordinated units, to make incentive distriims or to accelerate
expiration of the subordination period.
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» Our partnership agreement permits us to clasgifo $60.0 million as operating surplus, evehif generated from asset sales,
non-working capital borrowings or other sourceg thauld otherwise constitute capital surplus. T¢ash may be used to fund
distributions on our subordinated units or to oemeral partner in respect of the general partrterést or the incentive
distribution rights.

* Our partnership agreement does not restricgeneral partner from causing us to pay it or ifdi@kes for any services rendered
to us or entering into additional contractual agements with any of these entities on our behalf.

» Our general partner intends to limit its liabiliggarding our contractual and other obligati

* Our general partner may exercise its right tbarad purchase all of the common units not owngit bnd its affiliates if it and
its affiliates own more than 80 percent of the camnnits.

» Our general partner controls the enforcememtbtifjations owed to us by our general partner #gndffiliates, including our
commercial agreements with Phillips 66.

» Our general partner decides whether to retain agpabunsel, accountants or others to performces\or us

» Our general partner may elect to cause us teisemmon units to it in connection with a resettifi the target distribution
levels related to our general partsericentive distribution rights without the apprbehthe conflicts committee of the Board
Directors of our general partner, which we refeasoour conflicts committee, or our unitholdersisTélection may result in
lower distributions to our common unitholders imta@ situations.

Under the terms of our partnership agreement, tlotride of corporate opportunity, or any analogdastrine, does not apply to our
general partner or any of its affiliates, includitgyexecutive officers, directors and owners. Angh person or entity that becomes
aware of a potential transaction, agreement, aeraegt or other matter that may be an opportunityowill not have any duty to
communicate or offer such opportunity to us. Angtsperson or entity will not be liable to us ormtwy limited partner for breach of any
fiduciary duty or other duty by reason of the féet such person or entity pursues or acquires gppbrtunity for itself, directs such
opportunity to another person or entity or doesaoohmunicate such opportunity or information to Tisis may create actual and
potential conflicts of interest between us andiaffis of our general partner and result in leas tlavorable treatment of us and our
unitholders.

Our partnership agreement requires that we distrtlbuall of our available cash, which could limit owability to grow and make
acquisitions.

Our partnership agreement requires that we digtribli of our available cash to our unitholders.ad®sult, we expect to rely primarily
upon external financing sources, including comnadgank borrowings and the issuance of debt andyesecurities, to fund our
acquisitions and expansion capital expendituresrdfore, to the extent we are unable to financegoanvth externally, our cash
distribution policy will significantly impair ourlality to grow. In addition, because we will didtute all of our available cash, our
growth may not be as fast as that of businessesdimwvest their available cash to expand ongojpgrations. To the extent we issue
additional units in connection with any acquisi8ar expansion capital expenditures, the paymedistrfibutions on those additional
units may increase the risk that we will be unablmaintain or increase our per unit distributiexdl. There are no limitations in our
partnership agreement on our ability to issue @it units, including units ranking senior to @ammon units as to distributions or in
liquidation or that have special voting rights atlder rights, and our unitholders will have no pnpé&ve or other rights (solely as a
result of their status as unitholders) to purctergesuch additional units. The incurrence of addal commercial borrowings or other
debt to finance our growth strategy would resuihireased interest expense, which, in turn, mdyae the amount of cash that we
available to distribute to our unitholders.
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Our partnership agreement replaces our general paat’'s fiduciary duties to holders of our common usiwith contractual standards
governing its duties

Delaware law provides that Delaware limited parshgys may, in their partnership agreements, expasttict or eliminate the fiducia
duties otherwise owed by the general partner tddarpartners and the partnership, provided theahpeship agreements may not
eliminate the implied contractual covenant of géaith and fair dealing. This implied covenant igdicial doctrine utilized by Delawa
courts in connection with interpreting ambiguitiegpartnership agreements and other contractsdaes not form the basis of any
separate or independent fiduciary duty in additmthe express contractual duties set forth inpauitnership agreement. Under the
implied contractual covenant of good faith and é@aling, a court will enforce the reasonable etqims of the partners where the
language in the partnership agreement does noidarder a clear course of action. As permitted tdware law, our partnership
agreement contains provisions that eliminate ttheciiary standards to which our general partner drottherwise be held by state
fiduciary duty law and replaces those duties withesal different contractual standards. For exanale partnership agreement permits
our general partner to make a number of decisioiits individual capacity, as opposed to in itsaxdty as our general partner, free of
any duties to us and our unitholders other tharrnipdied contractual covenant of good faith and fsaling. This provision entitles our
general partner to consider only the interestsfaairs that it desires and relieves it of any dutgbligation to give any consideration
to any interest of, or factors affecting, us, offitiates or our limited partners. By purchasing@nmon unit, a unitholder is treated as
having consented to the provisions in our partripragreement, including the provisions discussex/ab

Our partnership agreement restricts the remediesidable to holders of our common and subordinatedits for actions taken by our
general partner that might otherwise constitute laghes of fiduciary duty

Our partnership agreement contains provisionsrtstict the remedies available to unitholdersafciions taken by our general partner
that might otherwise constitute breaches of fidycduty under state fiduciary duty law. For exampler partnership agreement:

» Provides that whenever our general partner maldetermination or takes, or declines to take,@hgr action in its capacity as
our general partner, our general partner is requvenake such determination, or take or declinake such other action, in
good faith, meaning that it subjectively believbdttthe determination or the decision to take afide to take such action was
in the best interests of our partnership, and matl be subject to any other or different standamdased by our partnership
agreement, Delaware law, or any other law, ruleegulation, or at equity.

* Provides that our general partner will not have laatyility to us or our unitholders for decisionsde in its capacity as a gene
partner so long as it acted in good faith.

» Provides that our general partner and its offi@nd directors will not be liable for monetaryr@dages to us or our limited
partners resulting from any act or omission unteese has been a final and non-appealable judgemgated by a court of
competent jurisdiction determining that our gengiatner or its officers and directors, as the casag be, acted in bad faith or
engaged in fraud or willful misconduct or, in these of a criminal matter, acted with knowledge thatconduct was criminal.

» Provides that our general partner will not béiieach of its obligations under our partnershigament or its fiduciary duties to
us or our limited partners if a transaction withadfiliate or the resolution of a conflict of intest is approved in accordance
with, or otherwise meets the standards set fortbun partnership agreement.

In connection with a situation involving a transactwith an affiliate or a conflict of interest, opartnership agreement provides that
determination by our general partner must be mad@od faith, and that our conflicts committee #melBoard of Directors of our
general partner are entitled to a presumptionttiet acted in good faith. In any proceeding broumhor on behalf of any limited
partner or the partnership, the person bringingrosecuting such proceeding will have the burdesvefcoming such presumption.
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If you are not both a citizenship eligible holdend a rate eligible holder, your common units may bebject to redemptior

In order to avoid (1) any material adverse effecttee maximum applicable rates that can be cha@edstomers by our subsidiaries on
assets that are subject to rate regulation by F&Ray analogous regulatory body, and (2) any sultist risk of cancellation or
forfeiture of any property, including any governrta@mpermit, endorsement or other authorizatiorwlitich we have an interest, we have
adopted certain requirements regarding those iok@8tho may own our common units. Citizenship bligholders are individuals or
entities whose nationality, citizenship or othdared status does not create a substantial riskrmdellation or forfeiture of any property,
including any governmental permit, endorsementutharization, in which we have an interest, and géinerally include individuals

and entities who are U.S. citizens. Rate eligildkelérs are individuals or entities subject to UeSleral income taxation on the income
generated by us or entities not subject to U.Sr@dncome taxation on the income generated bgaigyng as all of the entity’s owners
are subject to such taxation. If you are not agrersho meets the requirements to be a citizendlyible holder and a rate eligible
holder, you run the risk of having your units retiee by us at the market price as of the date thage before the date the notice of
redemption is mailed. The redemption price willdaéd in cash or by delivery of a promissory notedatermined by our general part

In addition, if you are not a person who meetsréggliirements to be a citizenship eligible holdeny will not be entitled to voting right

Cost reimbursements, which will be determined inr@eneral partner’s sole discretion, and fees dwedur general partner and its
affiliates for services provided will be substartend will reduce the amount of cash we have avaik for distribution to our
unitholders.

Under our partnership agreement, we are requireglitcdourse our general partner and its affiliatesall costs and expenses that they
incur on our behalf for managing and controlling business and operations. Except to the exterifsgggunder our omnibus
agreement, operational services agreement andhéaing agreement, our general partner determireeartiount of these expenses.
Under the terms of the omnibus agreement we witielggiired to reimburse Phillips 66 for the prowvisif certain operational and
administrative support services to us. Under o@rafonal services agreement, we will be requicectimburse Phillips 66 for the
provision of certain maintenance, operating, adstiative and construction services in support eofaperations. Under our tax sharing
agreement, we will reimburse Phillips 66 for ouaighof state and local income and other taxes iadusy Phillips 66 as a result of our
results of operations being included in a combioedonsolidated tax return filed by Phillips 66.r@eneral partner and its affiliates ¢
may provide us other services for which we willdharged fees as determined by our general paithercosts and expenses for which
we are required to reimburse our general partnéitaraffiliates are not subject to any caps oeothmits. Payments to our general
partner and its affiliates will be substantial avitl reduce the amount of cash we have availabiistribute to unitholders.

Unitholders have very limited voting rights and,avif they are dissatisfied, they cannot remove general partner without its
consent.

Unlike the holders of common stock in a corporatiamtholders have only limited voting rights ontteas affecting our business and,
therefore, limited ability to influence managemerdecisions regarding our business. For examplikeumolders of stock in a public
corporation, unitholders will not have “say-on-padvisory voting rights. Unitholders did not electr general partner or the Board of
Directors of our general partner and will have ightrto elect our general partner or the Board iné€ors of our general partner on an
annual or other continuing basis. The Board of @oes of our general partner is chosen by the memwifbeur general partner, which i
wholly owned subsidiary of Phillips 66. Furthermaifehe unitholders are dissatisfied with the peniance of our general partner, they
have little ability to remove our general partn®s.a result of these limitations, the price at vishdzir common units trade could be
diminished because of the absence or reductiortakeover premium in the trading price.

The unitholders are unable initially to remove ganeral partner without its consent because ougrgépartner and its affiliates own
sufficient units to be able to prevent its remoWdie vote of the holders of at least 66 2/3 perogall outstanding common units and
subordinated units voting together as a singlesdlsequired to remove our general partner. Oneg® partner and its affiliates own
approximately 73 percent of our total outstandiogmmon units and subordinated units on an aggrdmeis. Also, if our general partr
is removed without cause during the subordinatiemnog and common units and subordinated units yelodur general partner and its
affiliates are not voted in favor of that remowall,remaining subordinated units will automaticdd converted into common units, and
any existing
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arrearages on the common units will be extinguisAe@moval of our general partner under theseuairstances would adversely affect
the common units by prematurely eliminating théstribution and liquidation preference over the@ulinated units, which would
otherwise have continued until we had met certatridution and performance tests.

Furthermore, unitholders’ voting rights are furthestricted by the partnership agreement provipiawiding that any units held by a
person that owns 20 percent or more of any clasmité then outstanding, other than our generahparits affiliates, their transferees,
and persons who acquired such units with the p@roval of the Board of Directors of our geneiaitper, cannot vote on any matter.

Our partnership agreement also contains providionisng the ability of unitholders to call meetisa@r to acquire information about our
operations, as well as other provisions limiting tmitholders’ ability to influence the manner @medtion of management.

Our general partner units or the control of our gemnal partner may be transferred to a third partytwout unitholder consent.
Our general partner may transfer its general pattnis to a third party in a merger or in a sdlalbor substantially all of its assets
without the consent of the unitholders. Furthermtrere is no restriction in our partnership agreenon the ability of Phillips 66 to
transfer its membership interest in our generaingaro a third party. The new owner of our genpeatner would then be in a position
to replace the Board of Directors and officers wf general partner with its own choices.
We may issue additional units without unitholder ppoval, which would dilute unitholder interests.
At any time, we may issue an unlimited number afegal partner interests or limited partner intesedtany type without the approval
our unitholders and our unitholders will have negmptive or other rights (solely as a result ofrteatus as unitholders) to purchase
any such general partner interests or limited arimerests. Further, there are no limitationsun partnership agreement on our ability
to issue equity securities that rank equal or saniour common units as to distributions or irul@gtion or that have special voting
rights and other rights. The issuance by us oftamidil common units or other equity securitiesgdi@ or senior rank will have the
following effects:

*  Our unitholdersproportionate ownership interest in us will decee

» The amount of cash we have available to distributeach unit may decres

» Because a lower percentage of total outstandiiriig will be subordinated units, the risk thaharfall in the payment of the
minimum quarterly distribution will be borne by ccwmmmon unitholders will increase.

» The ratio of taxable income to distributions magréase
» The relative voting strength of each previouslystariding unit may be diminish
» The market price of our common units may dec

The issuance by us of additional general partrierésts may have the following effects, among athiésuch general partner interests
are issued to a person who is not an affiliatetollips 66:

* Management of our business may no longer residdysaith our current general partr

» Affiliates of the newly admitted general partmeay compete with us, and neither that generahpartor such affiliates will
have any obligation to present business opporasit us.
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Phillips 66 may sell units in the public or privat@arkets, and such sales could have an adverse thpa the trading price of the
common units.

Phillips 66 holds 16,328,362 common units and 3B,212 subordinated units. All of the subordinatadsuwill convert into common
units at the end of the subordination period angl owamvert earlier under certain circumstances. faldaally, we have agreed to provide
Phillips 66 with certain registration rights undgplicable securities laws. The sale of these umitise public or private markets could
have an adverse impact on the price of the commdas ar on any trading market that may develop.

Our general partner’s discretion in establishing sh reserves may reduce the amount of cash we haedable to distribute to
unitholders.

Our partnership agreement requires our generahgraid deduct from operating surplus the cash vesdhat it determines are neces:
to fund our future operating expenditures. In ddditthe partnership agreement permits the geparaher to reduce available cash by
establishing cash reserves for the proper condumirdbusiness, to comply with applicable law oresgments to which we are a party
to provide funds for future distributions to pamnelhese cash reserves will affect the amounasii eve have available to distribute to
unitholders.

Affiliates of our general partner, including Phillbs 66, DCP Midstream and CPChem, may compete withand neither our genere
partner nor its affiliates have any obligation tar@sent business opportunities to t

Neither our partnership agreement nor our omnilgneeanent prohibits Phillips 66 or any other aftédimof our general partne
including DCP Midstream and CPChem, from owningetssr engaging in businesses that compete directhdirectly with us. Under
the terms of our partnership agreement, the dactifrcorporate opportunity, or any analogous doetrdoes not apply to our general
partner or any of its affiliates, including Philis6, DCP Midstream and CPChem. Any such entityltheomes aware of a potential
transaction, agreement, arrangement or other ntagiemay be an opportunity for us does not hayedartly to communicate or offer
such opportunity to us. Consequently, Phillips 68 ather affiliates of our general partner, inchgiDCP Midstream and CPChem, n
acquire, construct or dispose of additional midstreassets in the future without any obligationfteraus the opportunity to purchase
any of those assets. As a result, competition fRdniflips 66 and other affiliates of our generaltpar, including DCP Midstream and
CPChem, could materially and adversely impact esults of operations and distributable cash flow.

Our general partner has a limited call right that ay require you to sell your common units at an ursit@ble time or price.

If at any time our general partner and its affdmbwn more than 80 percent of our then-outstanctingmon units, our general partner
will have the right, but not the obligation, whithmay assign to any of its affiliates or to usatmuire all, but not less than all, of the
common units held by unaffiliated persons at agoriot less than their then-current market priceaAssult, you may be required to sell
your common units at an undesirable time or priwray not receive any return on your investment ¥ay also incur a tax liability
upon a sale of your units. Our general partneri@naffiliates own approximately 46 percent of gommon units. At the end of the
subordination period, assuming no additional issaarof common units by us (other than upon the exion of the subordinated unit
our general partner and its affiliates will own eppmately 73 percent of our outstanding commorisuand therefore would not be able
to exercise the call right at that time.
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Unitholders may have to repay distributions that rgenvrongfully distributed to them.

Under certain circumstances, unitholders may havepay amounts wrongfully distributed to them. Bn8ection 17-607 of the
Delaware Revised Uniform Limited Partnership Acg may not make a distribution to you if the disitibn would cause our liabilities
to exceed the fair value of our assets. Delawarepl@vides that for a period of three years from diate of the impermissible
distribution, limited partners who received thetidmition and who knew at the time of the distribatthat it violated Delaware law will
be liable to the limited partnership for the distion amount. Transferees of common units arddi&dy the obligations of the transferor
to make contributions to the partnership that ax@¥n to the transferee at the time of the traraifel for unknown obligations if the
liabilities could be determined from our partnepshgreement. Liabilities to partners on accourtheir partnership interest and
liabilities that are non-recourse to the partngrstie not counted for purposes of determining wdredhdistribution is permitted.

Our general partner, or any transferee holding ingtve distribution rights, may elect to cause usissue common units and general
partner units to it in connection with a resettingf the target distribution levels related to itsdantive distribution rights, without th
approval of our conflicts committee or the holder§ our common units. This could result in lower di#butions to holders of our
common units.

Our general partner has the right, at any time wthere are no subordinated units outstanding anasitreceived distributions on its
incentive distribution rights at the highest let@lvhich it is entitled (48 percent, in additiondistributions paid on its 2 percent general
partner interest) for each of the prior four congize fiscal quarters, to reset the initial tardistribution levels at higher levels based on
our distributions at the time of the exercise @& thset election. Following a reset election, theimum quarterly distribution will be
adjusted to equal the reset minimum quarterly ithistion, and the target distribution levels will teset to correspondingly higher levels
based on percentage increases above the resetumrgumarterly distribution. If our general partnérats to reset the target distribution
levels, it will be entitled to receive a numbercoimmon units and general partner units. The numbeommon units to be issued to our
general partner will be equal to that number of smn units that would have entitled their holdeatoaverage aggregate quarterly casl
distribution in the prior two quarters equal to theerage of the distributions to our general partmethe incentive distribution rights in
such two quarters. Our general partner will alsisbaed the number of general partner units negetsanaintain our general partner’s
interest in us at the level that existed immedjapeior to the reset election. We anticipate that general partner would exercise this
reset right in order to facilitate acquisitionsimernal growth projects that would not be suffitlg accretive to cash distributions per
common unit without such conversion. It is possiblewever, that our general partner could exeftisereset election at a time when it
is experiencing, or expects to experience, deciiméise cash distributions it receives relatedddricentive distribution rights and may,
therefore, desire to be issued common units rakizer retain the right to receive distributions lohse the initial target distribution
levels. This risk could be elevated if our inceatdistribution rights have been transferred toira tharty. As a result, a reset election
may cause our common unitholders to experiencdwction in the amount of cash distributions thaytlwould have otherwise received
had we not issued new common units and generaigranhits in connection with resetting the targstribution levels. Additionally, ot
general partner has the right to transfer all grortion of our incentive distribution rights atyatime, and such transferee shall have
same rights as the general partner relative tdtnegearget distributions if our general partnencurs that the tests for resetting target
distributions have been fulfilled.

The NYSE does not require a publicly traded limitpdrtnership like us to comply with certain of itorporate governance
requirements.

We currently list our common units on the NYSE unithe symbol "PSXP." Because we are a publiclyaddimited partnership, the
NYSE does not require us to have a majority of pedelent directors on our general par's Board of Directors or to establish a
compensation committee or a nominating and corp@avernance committee. Additionally, any futusauance of additional common
units or other securities, including to affiliat@sll not be subject to the NYSE’s shareholder appi rules that apply to a corporation.
Accordingly, unitholders do not have the same mtidas afforded to certain corporations that afgest to all of the NYSE corporate
governance requirements. Please see “ltem 10. i &Executive Officers and Corporate Governaniog,additional information.
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Tax Risks

Our tax treatment depends on our status as a parsiép for federal income tax purposes. If the Inteal Revenue Service (IRS) were
to treat us as a corporation for federal income tpurposes, which would subject us to entity-lewtdtion, or if we were otherwise
subjected to a material amount of additional en-level taxation, then our distributable cash flow bur unitholders would be
substantially reducec

The anticipated after-tax economic benefit of aregtment in the common units depends largely orbeing treated as a partnership fol
federal income tax purposes. We have not requestaling from the IRS on this or any other tax reatffecting us.

Despite the fact that we are a limited partnersiniger Delaware law, it is possible in certain anstances for a partnership such as out
to be treated as a corporation for federal inccameptirposes. A change in our business or a changgrient law could cause us to be
treated as a corporation for federal income tayppses or otherwise subject us to taxation as aty.ent

If we were treated as a corporation for federabine tax purposes, we would pay federal income teaus taxable income at the
corporate tax rate, which is currently a maximun3®fpercent, and would likely pay state and loeabme tax at varying rates.
Distributions would generally be taxed again apoaaite dividends (to the extent of our current accmulated earnings and profits),
and no income, gains, losses, deductions, or sreditild flow through to unitholders. Because avaxild be imposed upon us as a
corporation, our distributable cash flow would bstantially reduced. In addition, changes in qurgtate law may subject us to
additional entity-level taxation by individual stat Because of widespread state budget deficitotued reasons, several states are
evaluating ways to subject partnerships to enétsel taxation through the imposition of state inegfinanchise and other forms of
taxation. Imposition of any such taxes may subghytreduce the cash available for distributiorutotholders. Therefore, if we were
treated as a corporation for federal income tayp@ses or otherwise subjected to a material amdumitiy-level taxation, there would
be material reduction in the anticipated cash ffowl aftertax return to our unitholders, likely causing astabtial reduction in the vall
of our common units.

Our partnership agreement provides that, if a eniacted or existing law is modified or interpdeitea manner that subjects us to
taxation as a corporation or otherwise subject® @ntity-level taxation for federal, state or Ibwecome tax purposes, the minimum
quarterly distribution amount and the target disttion levels may be adjusted to reflect the impdi¢hat law on us.

The present federal income tax treatment of pubtielded partnerships, including us, or an investireour common units may be
modified by administrative, legislative or judiciaterpretation at any time. For example, from titméime, members of Congress
propose and consider substantive changes to thérexfederal income tax laws that affect publichded partnerships. Any
modification to the federal income tax laws aneiptetations thereof may or may not be retroacgtiaplplied and could make it more
difficult or impossible to meet the exception farto be treated as a partnership for federal indam@urposes. We are unable to pre
whether any such changes will ultimately be enadt#edvever, it is possible that a change in law daffect us, and any such changes
could negatively impact the value of an investnmier@ur common units.

If the IRS contests the federal income tax positowe take, the market for our common units may liversely impacted and the cc
of any IRS contest will reduce our distributable sfaflow to our unitholders.

We have not requested a ruling from the IRS witipeet to our treatment as a partnership for fedecame tax purposes or any other
matter affecting us. The IRS may adopt positios tliffer from the positions we take, and the IRgsitions may ultimately be
sustained. It may be necessary to resort to adtratiigee or court proceedings to sustain some oofale positions we take and such
positions may not ultimately be sustained. A coualy not agree with some or all of the positionstake. Any contest with the IRS, and
the outcome of any IRS contest, may have a mdieddlerse impact on the market for our commonsusiitd the price at which they
trade. In addition, our costs of any contest whith RS will be borne indirectly by our unitholdensd our general partner because the
costs will reduce our distributable cash flow.
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We treat each purchaser of common units as havihg same tax benefits without regard to the actuahtmon units purchased. The
IRS may challenge this treatment, which could adsely affect the value of the common uni

Because we cannot match transferors and transfefeesnmon units and because of other reasonsdwet @epreciation and
amortization positions that may not conform toaalpects of existing Treasury Regulations. A suégeB®S challenge to those positic
could adversely affect the amount of tax benefitslable to unitholders. It also could affect tivaihg of these tax benefits or the
amount of gain from sale of common units and ctalde a negative impact on the value of our commmits wr result in audit
adjustments to our unitholders' tax returns.

We prorate our items of income, gain, loss and detion for federal income tax purposes between triersrs and transferees of our
units each month based upon the ownership of ouritsron the first day of each month, instead of dretbasis of the date a particul:
unit is transferred. The IRS may challenge this &nent, which could change the allocation of iteraincome, gain, loss and
deduction among our unitholders.

We prorate our items of income, gain, loss and deadlu for federal income tax purposes between fesnoss and transferees of our units
each month based upon the ownership of our unite@first day of each month, instead of on thesbakthe date a particular unit is
transferred. The use of this proration method nybe permitted under existing Treasury Regulati®ecently, the U.S. Treasury
Department issued proposed regulations that pravisife harbor pursuant to which publicly tradedrgaships may use a similar
monthly simplifying convention to allocate tax iteramong transferor and transferee unitholders. teless, the proposed regulations
do not specifically authorize the use of the prioratnethod we have adopted. If the IRS were tolehgk this method or new Treasury
Regulations were issued, we may be required togehlre allocation of items of income, gain, losd daduction among our unitholde

We have adopted certain valuation methodologies amahthly conventions for federal income tax purpasénhat may result in a shift
of income, gain, loss and deduction between our gt partner and our unitholders. The IRS may chalige this treatment, which
could adversely affect the value of the common gnit

When we issue additional units or engage in ced#ier transactions, we will determine the fair kedvalue of our assets and allocate
any unrealized gain or loss attributable to ouets® the capital accounts of our unitholders @ndgeneral partner. Our methodology
may be viewed as understating the value of outtasisethat case, there may be a shift of incora@),doss and deduction between
certain unitholders and our general partner, whiely be unfavorable to such unitholders. Moreovedeu our valuation methods,
subsequent purchasers of common units may haveagegiportion of their Internal Revenue Code Saci#3(b) adjustment allocated
our tangible assets and a lesser portion allodatedr intangible assets. The IRS may challengevaluration methods, or our allocation
of the Section 743(b) adjustment attributable totangible and intangible assets, and allocatidrtax@ble income, gain, loss and
deduction between our general partner and cerfasarounitholders.

A successful IRS challenge to these methods ocatilons could adversely affect the amount of taxaiitome or loss being allocated to
our unitholders. It also could affect the amountaxfable gain from our unitholders’ sale of comnomiits and could have a negative
impact on the value of the common units or resudiudit adjustments to our unitholders’ tax retusithout the benefit of additional
deductions.

The sale or exchange of 50 percent or more of oapital and profits interests during any twelve-mdnperiod will result in the
termination of our partnership for federal incomeak purposes.

We will be considered to have technically termidaterr partnership for federal income tax purpotéseire is a sale or exchange of 50
percent or more of the total interests in our @jgihd profits within a twelve-month period. Forpases of determining whether the 50
percent threshold has been met, multiple salelseo§ame interest will be counted only once. Oumnial termination would, among
other things, result in the closing of our taxagdar for all unitholders, which would result infilsng two tax returns (and our
unitholders could receive two Schedules K-1 ifaklvas not available, as described below) for @gswaf year and could result in a
deferral of depreciation deductions allowable impating our taxable income. In the case of a ulidigroreporting on a taxable year
other than a fiscal year ending December 31, th&iraj of our taxable year may also result in mbhemttwelve months of our taxable
income or loss being includable in his taxable medor the year of termination. Our terminationreutly would not affect our
classification as a partnership for federal incaenepurposes, but instead we would be treatednasvgpartnership for federal income
tax purposes. If treated as a new partnership, us& make new tax elections, including a
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new election under Section 754 of the Internal ReeeCode and could be subject to penalties if waiaable to determine that a
termination occurred. The IRS has announced a @ulifaded partnership technical termination retissgram whereby, if a publicly
traded partnership that technically terminated estgipublicly traded partnership technical termamatelief and such relief is granted
the IRS, among other things, the partnership wiljydhave to provide one Schedule K-1 to unitholderghe year notwithstanding two
partnership tax years.

Item 1B. UNRESOLVED STAFF COMMENTS

None.

Item 3. LEGAL PROCEEDINGS

Although we may, from time to time, be involvediigation and claims arising out of our operatianghe normal course of business,
we are not a party to any litigation or governméatather proceeding that we believe will have aenial adverse impact on our
consolidated financial condition or results of ggiEms. In addition, under our omnibus agreememtlips 66 indemnifies us for
liabilities relating to litigation and environmehtaatters attributable to the ownership or operatibthe assets contributed to us prior tc
the closing of the Offering.

Item 4. MINE SAFETY DISCLOSURES

Not applicable
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PART Il

ltem 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Quarterly Common Unit Prices and Cash DistributionsPer Unit

On July 23, 2013, our common units began tradintherNew York Stock Exchange (NYSE) under the syimiB8XP." On July 26,
2013, we completed the initial public offering (tBéfering) of 18,888,750 common units to the publi@ price of $23.00 per unit,
which included a 2,463,750 common unit over-allatinaption that was fully exercised by the underarst

The following table reflects intraday high and Isales prices per common unit and cash distributieetared to unitholders for each
quarter starting July 23, 2013, the date on whizshocommon units began trading on the NYSE:

Common Unit Price Quarterly Cas
High Low Distribution Per Unit

2013
Third Quarter $ 35.92 28.1( .154¢
Fourth Quarter 38.9¢ 29.0: .224¢

*Represents cash distribution attributable to theder and declared and paid within 45 days of deeend pursuant to our partnership agreement. qinrterly cash
distribution per unit for the third quarter of 201@as pro-rated for the period from July 26, 2018ptigh September 30, 2013.

Closing Common Unit Price at December 31, 2013 $ 37.9¢
Closing Common Unit Price at January 31, 2014 $ 37.4:
Number of Unitholders of Record at January 31, 2014 6

Distributions of Available Cash
Our partnership agreement requires that, withid@gs after the end of each quarter, beginning thithquarter ending September 30,
2013, we distribute all of our available cash t@hwiders of record on the applicable record date.

Definition of Available CashAvailable cash is defined in our partnership agresimAvailable cash generally means, for any quaate
cash and cash equivalents on hand at the endtajubéeter:

less, the amount of cash reserves established by margkpartner to:

» Provide for the proper conduct of our businésslifding reserves for our future capital expendig future acquisitions,
anticipated future debt service requirements afuhds of collected rates reasonably likely to Hamded as a result of a
settlement or hearing related to Federal EnergyRégy Commission (FERC) rate proceedings or pabeeedings under
applicable law subsequent to that quarter).

«  Comply with applicable law, any of our or oubsidiaries’debt instruments or other agreeme

» Provide funds for distributions to our unithalg@nd to our general partner for any one or mbtheonext four quarters
(provided that our general partner may not estatdésh reserves for distributions if the effecthaf establishment of such
reserves will prevent us from distributing the miaim quarterly distribution on all common units amy cumulative arrearag
on such common units for the current quarter).

plus, if our general partner so determines, all or postion of the cash on hand on the date of detetitin of available cash for tl
quarter resulting from working capital borrowingsde subsequent to the end of such quarter.
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Intent to Distribute the Minimum Quarterly Distrition. Under our current cash distribution policy, we imdgo make a minimum
quarterly distribution to the holders of our commanits and subordinated units of $0.2125 per ami$0.85 per unit on an annualized
basis, to the extent we have sufficient availabkhcafter the establishment of cash reserves anpktyment of costs and expenses,
including reimbursements of expenses to our gempeardher. However, there is no guarantee that vieoay the minimum quarterly
distribution on our units in any quarter. The antoefrdistributions paid under our cash distributplicy and the decision to make any
distribution will be determined by our general part taking into consideration the terms of outpenship agreement. Please see “lten
7. Management’s Discussion and Analysis of Findr@@andition and Results of Operations—Capital Resesiand Liquidity—
Revolving Credit Facility, for a discussion of the restrictions included im mvolving credit facility that may restrict oubiéity to make
distributions.

General Partner Interest and Incentive DistribufRights.Currently, our general partner is entitled to 2cpet of all quarterly
distributions that we make prior to our liquidatidrhis general partner interest is currently repnésd by 1,437,433 general partner
units. Our general partner has the right, but hetabligation, to contribute a proportionate amafrdapital to us to maintain its current
general partner interest. The general partnert&lirfl percent interest in these distributions Ww#él reduced if we issue additional units in
the future and our general partner does not caritih proportionate amount of capital to us to tad@inits 2 percent general partner
interest.

Our general partner also currently holds incentiigtribution rights that entitle it to receive ieasing percentages, up to a maximum of
48 percent, of the available cash we distributenfoperating surplus (as defined in our partneragigement) in excess of $0.244375
per unit per quarter. The maximum distribution 8fpkercent does not include any distributions thaitgeneral partner or its affiliates
may receive on common, subordinated or generah@atnits that they own.

Percentage Allocations of Available CaSlhe following table illustrates the percentage@dtions of available cash from operating
surplus between the unitholders and our generéhg@abased on the specified target distributiorllein the partnership agreement. The
amounts set forth under “Marginal Percentage IstdreDistributions” are the percentage intere$tsus general partner and the
unitholders in any available cash from operatingkis we distribute up to and including the cormeggting amount in the column “Total
Quarterly Distribution Per Unit Target Amount.” Thercentage interests shown for our unitholderscamayeneral partner for the
minimum quarterly distribution are also applicatdeguarterly distribution amounts that are lessitthee minimum quarterly distributio
The percentage interests set forth below for onegd partner include its 2 percent general paititerest and assume that our general
partner has contributed any additional capital asagy to maintain its 2 percent general partner@st, our general partner has not
transferred its incentive distribution rights ahére are no arrearages on commaon units.

Marginal Percentage Interest in

Total Quarterly Distribution Per Unit Target Distributions
Amount Unitholder: General Partn
Minimum Quarterly Distribution $ 0.212¢ 98% 2%
First Target Distribution Above $0.212 up to $0.24437 98% 2%
Second Target Distribution Above $0.24437 up to $0.26562 85% 15%
Third Target Distribution Above $0.26562 up to $0.31875 75% 25%
Thereafter Above $0.31875 50% 50%

Subordination Period

Our partnership agreement provides that, duringtimmrdination period (as defined below), the commoits will have the right to
receive distributions of available cash from opegasurplus each quarter in an amount equal tol®% »er common unit, which amol
is defined in our partnership agreement as themini quarterly distribution, plus any arrearageth@payment of the minimum
quarterly distribution on the common units fromoprguarters, before any distributions of availaddeh from operating surplus may be
made on the subordinated units. These units amekkésubordinated” because for a period of timigrred to as the subordination
period, the subordinated units will not be entiledeceive any distributions until the common siiave received the minimum
quarterly distribution plus any
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arrearages in the payment of the minimum quartsidiyibution on the common units from prior quastéfurthermore, no arrearages
accrue or be payable on the subordinated unitspTdaical effect of the subordinated units isrtoréase the likelihood that, during the
subordination period, there will be available ctsbe distributed on the common units.

Definition of Subordination Perio&Except as described below, the subordination pdyéggn on the closing date of the Offering and
extends until the first business day following thgtribution of available cash in respect of angpier beginning after September 30,
2016, that each of the following tests are met:

« Distributions of available cash from operatingm@us on each of the outstanding common unitspislibated units and general
partner units equaled or exceeded $0.85 (the amedahinimum quarterly distribution), for each bé&tthree consecutive, non-
overlapping four-quarter periods immediately precgdhat date.

* The adjusted operating surplus (as definedemtrtnership agreement) generated during eadtedhtee consecutive, non-
overlapping four-quarter periods immediately précgdhat date equaled or exceeded the sum of §th8nnualized
minimum quarterly distribution) on all of the owtatling common units, subordinated units and geiparaher units during
those periods on a fully diluted basis.

* There are no arrearages in payment of the minimuanterly distribution on the common un
Early Termination of the Subordination Peritthtwithstanding the foregoing, the subordinationqubwill automatically terminate on

the first business day following the distributiohawailable cash in respect of any quarter, begipmiith the quarter ending September
30, 2014, that each of the following tests are met:

» Distributions of available cash from operating@us on each of the outstanding common unitspslibated units and general
partner units equaled or exceeded $1.275 (150 peot¢he annualized minimum quarterly distribudioplus the related
distributions on the incentive distribution righttst the four-quarter period immediately precedinat date.

* The adjusted operating surplus generated ddhi@dgour-quarter period immediately preceding thete equaled or exceeded the
sum of (1) $1.275 (150 percent of the annualizegimmim quarterly distribution) on all of the outstifmg common units,
subordinated units and general partner units dutiagperiod on a fully diluted basis and (2) tberesponding distributions on
the incentive distribution rights.

* There are no arrearages in payment of the minimuanterly distributions on the common ur
Expiration of the Subordination Peridthen the subordination period ends, each outstgralibordinated unit will convert into one

common unit and will thereafter participate praraith the other common units in distributions vaidable cash. In addition, if the
unitholders remove our general partner other tbacduse:

* The subordinated units held by any person withiediately and automatically convert into commoitsuon a one-foene basis
provided (1) neither such person nor any of itgiafés voted any of its units in favor of the remaband (2) such person is not
an affiliate of the successor general partner.

» If all of the subordinated units convert pursuarthe foregoing, all cumulative common unit ansges on the common units
will be extinguished and the subordination periall @end.

»  Our general partner will have the right to canws general partner interest and its incentigrihution rights into common
units or to receive cash in exchange for thoseésts.
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Item 6. SELECTED FINANCIAL DATA

For periods prior to the Offering, the followindeeted financial data consisted of the combinedatpmns of Phillips 66 Partners LP
Predecessor (our Predecessor). All financial infirom presented for periods after the Offering egpnts the consolidated results of
operations, financial position and cash flows oflipls 66 Partners LP. Accordingly:

* The selected income statement data for thegm@ded December 31, 2013, consists of the consetidasults of Phillips 66
Partners for the period from July 26, 2013, throbgltember 31, 2013, and of the combined resulbsipPredecessor for the
period from January 1, 2013, through July 25, 201®# selected income statement data for the yealesdeDecember 31, 2012
and 2011, consist entirely of the combined resaflsur Predecessor.

» The selected balance sheet data at Decemb2033, consists of the consolidated balances ofi$ht6 Partners, while the
selected balance sheet data at December 31, 2012044, consists of the combined balances of cedd®essor.

To ensure full understanding, you should read éhected financial data presented below in conjenciith "ltem 7. Management's
Discussion and Analysis of Financial Condition &webults of Operations" and the consolidated firelrstatements and accompanying
notes included elsewhere in this Annual Report om10-K.

Millions of Dollars
Except Per Unit Amounts

201z 201z 2011
Transportation and terminaling services revenueatedl parties $ 106.4 79.% 75.€
Transportation and terminaling services revenuereparties 0.2 0.4 04
Net income 60.7 41.1 38.t
Net income subsequent to initial public offering 28.¢ ** *
Limited partners' interest in net income subseqteititial public offering 28.< ** *
Net income subsequent to initial public offering peited partner unit (basic and diluted)
*
Common units 0.4C *x **
Subordinated units 0.4C *x **
Total assets 584.z 144 ¢ 134.%
Cash distributions declared per unit 0.154¢ ** *x

*See Note 8—Net Income Per Limited Partner Unitthie Notes to Consolidated Financial Statements.
**Information is not applicable for the periods prito the Offering.
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Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS

Unless the context otherwise indicates, all refeesto "Phillips 66 Partners LP," " the PartnersHifus," "our," "we," or similar
expressions for time periods prior to the initiallghic offering (the Offering) refer to Phillips @artners LP Predecessor, our
predecessor for accounting purposes. For time pirigubsequent to the Offering, these terms reféretétegal entity Phillips 6
Partners LP.

Managemer's Discussion and Analysis is the Partnership’slgs of its financial performance, financial cotidn, and significant
trends that may affect future performance. It sHdag read in conjunction with the consolidated ficial statements and notes thereto
included elsewhere in this Annual Report on ForrK1@t contains forward-looking statements incluglinvithout limitation, statements
relating to the Partnership’s plans, strategiesjealtives, expectations and intentions. The wordgitgpate,” “estimate,” “believe,”
“budget,” “continue,” “could,” “intend,” “may,” “pl an,” “potential,” “predict,” “seek,” “should,” “wil 1,” “would,” “expect,”
“objective,” “projection,” “forecast,” “goal,” “gui dance,” “outlook,” “effort,” “target” and similar e xpressions identify forward-
looking statements. The Partnership does not uallerto update, revise or correct any of the forwimmaking information unless
required to do so under the federal securities laRsaders are cautioned that such forward-lookitagesnents should be read in
conjunction with the Partnership’s disclosures unite headi ng: “CAUTIONARY STATEMENT REGARDING ROARD-LOOKING
STATEMENTS,” beginning on pa§s.

BUSINESS ENVIRONMENT AND EXECUTIVE OVERVIEW

Partnership Overview

Phillips 66 Partners LP (the Partnership) is a gneariented master limited partnership formed billipk 66 to own, operate, develop
and acquire primarily fee-based crude oil, refipettoleum product and natural gas liquids (NGL)epies and terminals and other
transportation and midstream assets. On July 23 2the Partnership’s common units began tradinthe New York Stock Exchange
under the symbol “PSXP.” On July 26, 2013, theraship completed its initial public offering (tkdfering) of 18,888,750 common
units representing limited partner interests. RisI66 Partners LP Predecessor (our Predecessbrji@s the assets, liabilities and res
of operations of certain crude oil and refined pletsm product pipeline systems and associated tatrand storage assets, previously
operated and owned by Phillips 66, prior to theimtcbution to the Partnership in connection whk Offering (as described in more
detail below).

On April 30, 2012, ConocoPhillips completed theaagion of its downstream businesses into Phib@sAccordingly, prior to April 3(
2012, the parent company of our Predecessor wasdo@hillips, and subsequent to April 30, 2012,gheent company of our
Predecessor has been Phillips 66. For ease oereferwe refer to Phillips 66 as our Predecesparent for the periods prior to April
30, 2012. For purposes of related party transagtiGonocoPhillips is not considered a related plartyperiods after April 30, 2012.

Our assets consist of:

» Clifton Ridge crude systerA.crude oil pipeline, terminal and storage systenated in Sulphur, Louisiana, that is a primary
source for delivery of crude oil to Phillips 66'ake Charles Refinery.

* Sweeny to Pasadena products systémefined petroleum product pipeline, terminal atdrage system extending from Phil
66's Sweeny Refinery in Old Ocean, Texas, to dimed petroleum product terminal in Pasadena, T.exag ultimately
connecting to the Explorer and Colonial refined@eum product pipeline systems and other thirdypgipeline and terminal
systems. This system is the primary distributiotieddor diesel and gasoline produced at Phillifs Gweeny Refinery.

» Hartford Connector products syste. A refined petroleum product pipeline, terminatlatorage system located in Hartford,

lllinois, that distributes diesel and gasoline proed at the Wood River Refinery (a refinery owngdhoint venture between
Phillips 66 and Cenovus Energy Inc.) to third-pauigeline and terminal systems, including the Exgigipeline system.
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In connection with the Offering, we entered intoltiple commercial agreements with Phillips 66, @mdended an existing commercial
agreement with Phillips 66. Under these long-tdea;based agreements, we provide transportationjrtaling and storage services to
Phillips 66, and Phillips 66 commits to providewith minimum quarterly throughput volumes of crugleand refined petroleum
products. We also entered into storage and steigpfservices agreements with Phillips 66 and WRBrRey LP, and an omnibus
agreement, an operational services agreement tdsaaring agreement with Phillips 66. See Note-R@lated Party Transactions , in
the Notes to Consolidated Financial Statements firmmary of the terms of these agreements.

Basis of Presentation

For the periods prior to the closing of the Offgrion July 26, 2013 , the financial statements ietlin this Annual Report on Form 10-
K were derived from the financial statements armbanting records of Phillips 66. These financiataments reflect the combined
historical results of operations, financial positend cash flows of our assets as if such busiadsstbeen combined for all periods
presented. All intercompany transactions and adsowithin our Predecessor have been eliminated.aBkets and liabilities in these
financial statements have been reflected on ariéstacost basis, because immediately prior toQffering, all of the assets and
liabilities presented were wholly owned by Phillip® and were transferred within the Phillips 66smwigated group. The statement of
income also includes expense allocations for aeftaictions historically performed by Phillips 66danot allocated to our assets,
including allocations of general corporate expemskged to executive oversight, accounting, treggax, legal, information technoloi
and procurement; and operational support serviecels as engineering and logistics. These allocatimre based on relative values of
net properties, plants and equipment (PP&E) andyemethod investments, or pipeline miles. Our nggmaent believes the
assumptions underlying the allocation of expensms Phillips 66 were reasonable. Neverthelessfitlaacial statements for periods
prior to the Offering may not include all of thet@al expenses that would have been incurred hadeee a stand-alone publicly traded
partnership during the periods presented, and roayeflect our actual results of operations, firiahposition and cash flows had we
been a stand-alone publicly traded partnershiphdutie periods prior to the Offering. All financiaformation presented for the periods
after the Offering represents the consolidatedlt®sfi operations, financial position and cash #oef Phillips 66 Partners LP.

Executive Overview

On July 26, 2013, we completed the Offering of 88,850 common units to the public at a price of.8@%er unit. This raised net
proceeds of $404.4 million, after deducting undémg discounts and commissions, structuring fees @her offering costs of $30.0
million. These proceeds are being retained to fxpghnsion capital expenditures, potential futuggitions, and other general
partnership purposes.

We reported net income of $60.7 million and gereztatash from operations of $60.3 million in 2018jak we used to fund capital
expenditures of $6.6 million , make distributiorfsp@5.0 million to Phillips 66 prior to the Offedn and make cash distributions to our
unitholders and general partner totaling $11.liamlsubsequent to the Offering. As of December2B13 , we had cash and cash
equivalents of $425.1 million and a $250 milliorused revolving credit facility, with the flexibilitto expand it by up to an additional
$250 million. In the first quarter of 2014, we da@d our fourth quarter cash distribution of $02pér unit (payable in the first quarter
of 2014), representing an increase of 5.8 perceait ihe minimum quarterly distribution of $0.212&r pinit.

We continue to focus on the following strategicaate

» Maintain safe and reliable operatiokge are committed to maintaining and improving tafety, reliability and efficiency of o
operations, which we believe to be key componentenerating stable cash flows. We strive for oji@mal excellence by
utilizing Phillips 66’s existing programs to intege health, occupational safety, process safetyeangonmental principles
throughout our business with a commitment to carttirs improvement. We continue to employ Phillips&jorous training,
integrity and audit programs to drive ongoing imgments in both personal and process safety asriwe fr zero incidents.

» Focus on fedased businesses supported by contracts with mmiwalume commitments and inflation escalatdve are
focused on generating stable and predictable d¢agls by providing fee-based transportation and tnéden services to Phillips
66 and third parties. In connection with the Offigriwe entered into multiple long-term, fee-basahmercial agreements with
Phillips 66 that include minimum volume commitmeatsl
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inflation escalators. We believe these agreemeititsubstantially mitigate volatility in our castofvs by reducing our direct
exposure to commodity price fluctuations.

* Grow through strategic acquisitioMde plan to pursue strategic acquisitions of adsems Phillips 66 as well as third parties.
We believe Phillips 66 will offer us opportunitiess purchase additional transportation and midstrassets that it may acquire
or develop in the future or that it currently owlge also may have opportunities to pursue the att@n or development of
additional assets jointly with Phillips 66.

* Optimize existing assets and pursue organic tr@pportunitiesWe will seek to enhance the profitability of outisting assets
by pursuing opportunities to increase throughpdtstorage volumes, as well as by managing costénamaving operating
efficiencies. We also intend to consider opporiesito increase revenue on our pipeline, termindlsiorage systems by
evaluating and capitalizing on organic expansiajgats that may arise in the markets we serve.

How We Evaluate Our Operations

Our management uses a variety of financial andatipgr metrics to analyze our performance, includ{iig) volumes (including pipeline
throughput and storage terminal volumes); (2) djpggaand maintenance expenses; (3) net income) (tefere income taxes, net intel
expense, depreciation and amortization (EBITDAY &) distributable cash flow.

Volumes

The amount of revenue we generate primarily dependbe volumes of crude oil and refined petrolearoducts that we handle in our
pipeline and terminal assets. These volumes amegpity affected by the supply of, and demand foude oil and refined petroleum
products in the markets served directly or indiyeby our assets, as well as the operational stattlse refineries served by our assets.
Phillips 66 has committed to minimum volumes unoi@r commercial agreements.

Operating and Maintenance Expenses

Our management seeks to maximize the profitalulityur operations by effectively managing operatimgl maintenance expenses.
These expenses are comprised primarily of laboeresgs (including contractor services), utility spsind repairs and maintenance
expenses. These expenses generally remain rejasitaddle across broad ranges of throughput volumes;an fluctuate from period to
period depending on the mix of activities, part&rly maintenance activities, performed during teriod. Although we seek to manage
our maintenance expenditures on our pipelines,italsiand storage facilities to avoid significaatiability in our quarterly cash flows,
we balance this approach with our high standardsfefty and environmental stewardship, such tligtarmaintenance is performed
regularly.

Our operating and maintenance expenses are atsdedfby volumetric gain/loss resulting from vades in meter readings and other
measurement methods, as well as volume fluctuataego pressure and temperature changes. Undainceommercial agreements
with Phillips 66, the value of any crude oil orirefd petroleum product volumetric gain/loss is deteed by reference to the monthly
average reference price for the applicable commiodity gains and losses under these provisionsedseror increase, respectively, oul
operating and maintenance expenses in the periatiich they are realized. These contractual voluimgain/loss provisions could
increase variability in our operating and mainter@expenses.

EBITDA and Distributable Cash Flow

We define EBITDA as net income (loss) before incdenes, net interest expense, depreciation andtesaion. Distributable cash flo
is generally defined as EBITDA less net interestl paaintenance capital expenditures and incomestaaid, plus adjustments for
deferred revenue from minimum volume commitments @rtain non-cash items. Distributable cash flegdnot reflect changes in
working capital balances. Distributable cash flowd &BITDA are not presentations made in accordaitteaccounting principles
generally accepted in the United States of Ameg@AAP). EBITDA and distributable cash flow are nGAAP supplemental financial
measures that management and external users ihancial statements, such as industry analystgsitors, lenders and rating agenc
may find useful to assess:

» Our operating performance as compared to otheiigiylibladed partnerships in the midstream energyétry, without regard t
historical cost basis or, in the case of EBITDAaficing methods.
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» The ability of our business to generate sufficieagh to support our decision to make distributtonsur unitholder:
» Our ability to incur and service debt and fund ta@xpenditure

» The viability of acquisitions and other capiaipenditure projects and the returns on investroewdrious investment
opportunities.

The GAAP measures most directly comparable to EB{HDd distributable cash flow are net income artdcash provided by operati
activities. EBITDA and distributable cash flow stwuot be considered as alternatives to GAAP naidrme or net cash provided by
operating activities. EBITDA and distributable cdlstw have important limitations as analytical tetlecause they exclude some but
all items that affect net income and net cash pleiby operating activities. EBITDA and distribuabash flow should not be
considered in isolation or as substitutes for asialgf our results as reported under GAAP. Adddibyn because EBITDA and
distributable cash flow may be defined differeriyother companies in our industry, our definiti@i€BITDA and distributable cash
flow may not be comparable to similarly titled mees of other companies, thereby diminishing tb#lity.

Factors Affecting the Comparability of Our Financial Results
Our results of operations subsequent to the Offemiay not be comparable to our Predecessor's i&toesults of operations for the
reasons described below:

Revenues

Subsequent to the Offering, most of our revenueganerated from the commercial agreements thatntezed into with Phillips 66 in
connection with the Offering and under which Pp8li66 agrees to pay us tariffs for transportinglerail and refined petroleum prodt
on our pipeline systems and fees for providing tealing and storage services at our terminals amhge facilities. These contracts
contain minimum volume commitments and, in manyesatariffs and fees that are higher than our Rext®r's historical rates.
Accordingly, revenue increased during 2013 comparigtd our Predecessor's historical revenues asudtref these new agreements.

Expenses
Prior to the Offering, our Predecessor's operadimg) maintenance and general and administrativensggancluded direct charges for

the management and operation of our assets ararcevterhead and shared services expenses alldoatelillips 66, as well as certain
overhead expenses allocated by ConocoPhillips gitr@dypril 30, 2012. Allocations for operating andinmanance services included s!
items as engineering and logistics support. Alliocet for general and administrative services inetlduch items as information
technology, legal, human resources and other finhand administrative services. These expenses wr@arged or allocated to our
Predecessor based on the nature of the expensesiapbportionate share of (1) net PP&E and equigthod investments, or (2)
pipeline miles. Subsequent to the Offering, undegramnibus agreement and operational services agme Phillips 66 continues to
charge us a combination of fixed and reimbursabges for administrative and operational servieddéch are projected to be
comparable in the near term to those charged b2 20/e also incur incremental general and admatise expenses as a result of be
a stand-alone publicly traded partnership, as aglhcremental insurance costs.

Financing

There are differences in the way we finance ouratmns as compared to the way our Predecessarcibour operations. Historically,
our Predecessor’s operations were financed a®opRHillips 66’s (and, prior to April 30, 2012, CaeoPhillips’) integrated operations,
and our Predecessor did not record any separate associated with financing our operations. Addiily, our Predecessor largely
relied on internally generated cash flows and ehpiintributions from Phillips 66 to satisfy itspital expenditure requirements.
Subsequent to the Offering, we intend to make désthibutions to our unitholders at a minimum dtsttion rate of $0.2125 per unit per
quarter ($0.85 per unit on an annualized basisgeBa&n the terms of our cash distribution policg,will distribute to our unitholders
and our general partner most of the excess cagiragfed by our operations. We retained approxim&404.4 million from the net
proceeds of the Offering for general partnershigpses, including potential future acquisitiongrrBhillips 66 and third parties, as
well as potential future expansion capital expamds. To the extent we do not fund acquisitionsexpghnsion capital expenditures with
proceeds from the Offering, we will fund them priihafrom external sources,
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including borrowings under our $250 million revalgicredit facility and future issuances of equitgl alebt securities, as well as relatec
party financing with Phillips 66.

Separation of Phillips 66 from ConocoPhillips

Effective April 30, 2012, ConocoPhillips engagediiseparation of its downstream businesses inbodapendent, publicly traded
company, Phillips 66, through the distribution &iilps 66 common stock to the stockholders of Gm#hillips (the Separation).
Phillips 66’s consolidated financial statementsdobinclude all of the actual expenses that woatdehbeen incurred had Phillips 66
been a stand-alone company during periods pritra@@eparation and may not reflect Phillips 66'ssatidated results of operations,
financial position and cash flows had Phillips &b a stand-alone company during those periodsiahcbsts that would have been
incurred if Phillips 66 had been a stand-alone camypdepend upon multiple factors that include oizgtional structure and strategic
decisions made in various areas, including infoiomatechnology and infrastructure. SubsequentécSparation, Phillips 66 began
performing these functions using internal resounrezervices provided by third parties, certainvbich were provided by
ConocoPhillips during a transition period pursuand transition services agreement. As a resuttPoedecessor’s historical financial
statements for periods prior to the Separationatantlude all of the actual expenses that woulkkhaeen allocated to our Predecessor
had Phillips 66 been a stand-alone company dumni@gs prior to the Separation.

Business Environment

Subsequent to the Offering, we generate substhrdithlof our revenue under long-term, fee-baseaments with Phillips 66. These
agreements are intended to promote cash flow &tabild minimize our direct exposure to commoditic@ fluctuations. Because we do
not take ownership of the crude oil or products Wa transport and store for our customers, andeveot engage in the trading of any
commaodities, our direct exposure to commodity pfigetuations is limited to the loss allowance psbens in our tariffs included in our
commercial agreements with Phillips 66. We alscehiadirect exposure to commodity price fluctuatitmshe extent such fluctuations
affect the shipping patterns of Phillips 66 or other future customers. Our throughput volumes degeimarily on the volume of cru
oil processed and refined petroleum products predat Phillips 66’s refineries with which our assate integrated, which in turn is
primarily dependent on Phillips 66’s refining margiand maintenance schedules. Refining marginsndepethe cost of crude oil or
other feedstocks and the price of refined petrolpumducts. These prices are affected by numeraiisriabeyond our or Phillips 66’s
control, including the domestic and global supdlyaied demand for crude oil and refined petroleuodpcts. While we believe we have
substantially mitigated our indirect exposure tenarodity price fluctuations through the minimum vole commitments in our
commercial agreements with Phillips 66 during spective terms of those agreements, our abiligxézute our growth strategy in our
areas of operation will depend, in part, on thelakdity of attractively priced crude oil in theeas served by our crude oil pipelines, as
well as demand for refined petroleum products enrtrarkets served by our refined petroleum prodipetlipes and terminals.
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RESULTS OF OPERATIONS

Millions of Dollars

Year Ended December 31

201: 201z 2011
Revenues
Transportation and terminaling services—relatedigsar 106.4 79.7% 75.€
Transportation and terminaling services—third et 0.2 0.4 0.4
Other income 0.2 — —
Total revenues 106.¢ 80.1 76.C
Costs and Expenses
Operating and maintenance expenses 27.4 22.¢ 24.5
Depreciation 6.2 6.€ 5.8
General and administrative expenses 10.C 7.8 5.€
Taxes other than income taxes 1.7 14 1.2
Interest and debt expense £ — —
Total costs and expenses 45.€ 38.7 37.2
Income before income taxes 61.2 41.£ 38.¢
Provision for income taxes 0.t 2 0.2
Net Income 60.7 41.1 38.t
Less: Predecessor income prior to initial publi@ofg on July 26, 2013 31.€
Net income subsequent to initial public offering 28.¢
Less: General partner's interest in net incomeesyEnt to initial public offering 0.€
Limited partners' interest in net income subsequento initial public offering 28.<
EBITDA 67.7 48.C 44.¢€
Distributable cash flow subsequent to initial publc offering 30.4
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Pipeline, Terminal and Storage Volumes
Pipelines*

Year Ended December 31

201: 201z 2011

Thousands of Barrels Daily

Crude oil throughput 272 242 237
Refined product throughput 262 27¢ 241
Total 534 52(C 47€
Terminals
Crude QOil

Storage volumes 20¢ 19z 19¢€

Terminaling throughput 17C 174 182
Refined Products

Terminaling throughput 234 252 237
Total 61z 61¢ 61E

Revenue Per Barrel
Average pipeline revenue per barrel

Average terminaling and storage revenue per barrel

Dollars per Barrel

0.31 0.27 0.27
0.2C 0.1z 0.1z

*Represents the sum of volumes transported threagh separately tariffed pipeline segment.

The following tables present reconciliations of EBKA and distributable cash flow to net income aetlcash provided by operating
activities, the most directly comparable GAAP fingh measures, for each of the periods indicated.

Millions of Dollars

Year Ended December 31

201z 201z 2011

Reconciliation to Net Income
Net income 60.7 41.1 38.t
Add:

Depreciation 6.2 6.€ 5.8

Net interest expense 0.1 — —

Amortization of deferred rentals 2

Provision for income taxes E 0.2 0.3
EBITDA 67.7 48.C 44.¢
Less:

Predecessor EBITDA prior to initial public offerirgn July 26, 2013 35.7
EBITDA subsequent to initial public offering 32.C
Plus:

Adjustments related to minimum volume commitments —

Phillips 66 prefunded projects 0.8

Other 0.4
Less:

Net interest paid 0.1



Income taxes paid —
Maintenance capital expenditures 2.7
Distributable cash flow subsequent to initial publc offering $ 30.4
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Millions of Dollars
Year Ended December 31

201z 201z 2011
Reconciliation to Net Cash Provided by Operating Ativities
Net cash provided by operating activities $ 60.3 44.F 43.7
Add:
Net interest expense 0.1 — —
Provision for income taxes 0.t 2 0.2
Changes in working capital 6.€ 1.C (1.9
Deferred rentals and other 0.2 2.2 2.C
EBITDA 67.7 48.C 44.¢
Less:
Predecessor EBITDA prior to initial public offerirgn July 26, 2013 35.7
EBITDA subsequent to initial public offering 32.C
Plus:
Adjustments related to minimum volume commitments —
Phillips 66 prefunded projects 0.8
Other 0.4
Less:
Net interest paid 0.1
Income taxes paid —
Maintenance capital expenditures 2.7
Distributable cash flow subsequent to initial publc offering $ 30.4

Statement of Income Analysis
2013 vs. 2012
Revenuedncreased $26.7 million , or 33 percent, in 2Qdr@narily attributable to:

» Higher terminaling and storage fees in 2013, paldity at our Clifton Ridge terminal. Effective Jaary 1, 2013, the structure
the fees we charge Phillips 66 for terminaling Emw provided at our Clifton Ridge terminal wasrmdped, replacing a cost-plus
arrangement with a fixed-fee, volume-based stractur

* Increased pipeline tariff rates in 2013, pattacly on our Clifton Ridge crude pipelines. Theiffarates in the first six months of
2013 were $0.0800, $0.0500 and $0.0100 per bareidlumes transported on our Clifton Ridge to L&{wrles refinery
pipeline, our Shell to Clifton Ridge pipeline, andr Pecan Grove to Clifton Ridge pipeline, respetyi, compared with
$0.0050, $0.0025 and $0 per barrel in 2012. Effedti July 2013, tariff rates were further increhSepercent on our Clifton
Ridge crude pipelines and Sweeny to Pasadena pgrpighétines, and 2 percent on our Hartford Conmegtoduct pipelines.

» Higher revenues realized under loss allowance pravs in 2013, mainly due to a newly established Ellowance provision ¢
our Sweeny to Pasadena pipelines effective in Ma0d8 and higher loss allowance revenues on ofto@IRidge pipelines.

These increases were patrtially offset by lower Ipipeand terminal throughput volume on our SweenRasadena products system,

reflecting lower refinery output at the Sweeny Refy due to scheduled maintenance turnaround gciivihe first quarter of 2013 and
unplanned power outages during the first half df320
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Operating and maintenance experiaeseased $4.5 million , or 20 percent , in 2013jmy due to higher tank and marine dock
maintenance costs at our Pasadena and Hartforchssprepairs associated with a pipeline flangewstPasadena terminal, and
dredging work and tank repairs at our Clifton Riggarine terminal, as well as higher insurance egpgmssociated with operating as a
stand-alone publicly traded partnership. Theseeemes were partially offset by lower environmeataits on our Clifton Ridge crude
system. Operating and maintenance expenses inciadachetric gains of $1.5 million in 2013, companeith $1.0 million in 2012.

General and administrative expenseseased $2.2 million , or 28 percent , in 20Tr8nprily reflecting incremental expenses associate
with operating as a stand-alone publicly tradednaaship, and higher allocations from Phillips 6@®pto the Offering due to Phillips
66's increased costs associated with being a stimme-company subsequent to its separation frono€hillips.

Interest and debt expenisereased $0.3 million in 2013. In connection vilik Offering, we entered into a $250 million senior
unsecured revolving credit facility. The $0.3 nailli of interest and debt expense consisted of camenit fees and amortization of debt
issuance costs.

See Note 14—Income Taxes , in the Notes to Core@éFinancial Statements, for information regagyaior_provision for income
taxesand effective tax rate.

2012 vs. 2011
Revenuedncreased $4.1 million, or 5 percent, in 2012, @ity attributable to:

» Increased pipeline tariffs in 2012, particulasty our Sweeny to Pasadena pipelines, which hageacént tariff increase, and
our Hartford Connector pipelines, which had a Sest tariff increase.

* Increased terminaling and storage fees in 2pa&icularly at our Hartford terminal, which hadjher storage and barge loading
rates, as well as our Pasadena terminal, whicthlggebr diesel and gasoline rack rates.

« Higher throughput volumes in 2012 on our Hadf@onnector pipelines, primarily reflecting a coked refinery expansion
project at the Wood River Refinery, which increasefthed petroleum product yield, including diesahsported on our
Hartford Connector pipelines.

These increases were patrtially offset by lower teafing and storage fees at our Clifton Ridge teahiln 2012 and 2011, Clifton Rid
terminal fees were based on a cost-plus-margimgeraent. Our Clifton Ridge terminal experienceddowperating and maintenance
expenses in 2012, which led to lower revenue utigecost-plus arrangement. Effective January 1326uar Clifton Ridge terminal
replaced its cost-plus arrangement with a fixed-¥@&ume-based structure.

Operating and maintenance experteseased $1.6 million, or 7 percent, in 2012, prily attributable to lower maintenance costs at
our Clifton Ridge terminal, as well as the timinfgnmaintenance activities at other facilities. Opigigaand maintenance expenses
included volumetric gains of $1.0 million in 20kmpared with $1.7 million in 2011.

Depreciationncreased $0.8 million, or 14 percent, in 2012aniily due to higher depreciation at our Hartfaedminal, reflecting the
installation and startup of two new tanks in A@@I11, and on our Sweeny to Pasadena pipelinegpdbe retirement of a replaced
control system.

General and administrative expengeseased $2.2 million, or 39 percent, in 2012mariily reflecting higher allocations from Phillips
66 due to Phillips 66's increased costs associithdbeing a stand-alone company during the lagitanonths of 2012. In addition,
Phillips 66 allocations related to compensation laeefit costs increased during 2012.
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CAPITAL RESOURCES AND LIQUIDITY

Significant Sources of Capital

Historically, our Predecessor's sources of ligyiditluded cash generated from operations and fignfiilom Phillips 66. Prior to the
Offering, our Predecessor participated in PhilBps centralized cash management system; accorditgl\ycash receipts were depos
in Phillips 66’s or its subsidiariefank accounts, all cash disbursements were madetfrase accounts, and our Predecessor maint
no bank accounts dedicated solely to our asseta.r@sult, our Predecessor's historical finant¢a&ksents reflected no cash balance
connection with the Offering, we established segalbank accounts, and Phillips 66 continues toigdetreasury services on our gen
partner's behalf under our omnibus agreement. @going sources of liquidity following the Offeringclude cash generated from
operations, borrowings under our revolving creddility and issuances of additional debt and egsgtyurities. We believe that cash
generated from these sources will be sufficiemhé®t our short-term working capital requiremerdgsneet our long-term capital
expenditure requirements, and to make quarterly dasributions.

Operating Activities

During 2013, cash of $60.3 million was provideddperating activities, a 36 percent improvement @ash from operations of $44.5
million in 2012 . The improvement was driven bytmeg revenues due to higher tariffs and higher teafiig and storage fees. These
increases were partially offset by lower pipelimel #aerminal throughput volumes, higher operatind mraintenance costs, and increase
general and administrative expenses, as well as/ardble working capital impacts. Working capitapicts primarily reflected higher
prepaid insurance expenses, as well as accoumivabte and payable with Phillips 66 subsequerttiégOffering. Prior to the Offering,
accounts receivable and payable with Phillips 66eweflected in the "Net distributions to Philli®6—prior to initial public offering”

line of "Cash Flows from Financing Activities" omoconsolidated statement of cash flows.

During 2012 , cash of $44.5 million was provideddperating activities, a 2 percent improvement @ash from operations of $43.7
million in 2011 . The improvement was driven byiacrease in revenue due to higher tariffs and velsinalong with lower maintenance
costs during 2012, partially offset by unfavorablerking capital impacts. Working capital impactéparily reflected timing of accour
payable balances between year-end 2012 and 2011.

Revolving Credit Facility

On June 7, 2013, we entered into a $250 millioncsamsecured revolving credit agreement (Credite®gnent) with a syndicate of
financial institutions, which became effective ugba closing of the Offering on July 26, 2013 . Wée the option to increase the
overall capacity of the Credit Agreement by upnicedditional $250 million, subject to, among ottiéngs, the consent of the existing
lenders whose commitments would be increased oadditional lenders providing such additional cagyad he Credit Agreement has
an initial five-year term beginning on the day weeged into the Credit Agreement, and we have fi®o to extend for two additional
one-year terms, subject to certain conditions uidiclg the consent of the lenders holding the m@gjaf the commitments and each
lender extending its individual commitment. The @régreement includes sub-facilities for swinglileans and letters of credit.

Outstanding borrowings under the Credit Agreemeéhtogar interest, at our option, at either; (& turodollar rate in effect from time
to time plus the applicable margin; or (b) the bade (as described in the Credit Agreement) glesapplicable margin. The Credit
Agreement also provides for customary fees, indgdidministrative agent fees and commitment feemr@itment fees began to acc
beginning on the date we entered into the Credie@gent. Prior to our obtaining credit ratingsg\ér, the pricing levels for the
commitment fee and interest-rate margins will bgelolbon our ratio of total debt to EBITDA (as ddsed in the Credit Agreement) for
the prior four fiscal quarters. After we obtainditeaatings, if ever, the pricing levels will bedsd on our credit ratings in effect from
time to time. The Credit Agreement contains repreg@ns and warranties, affirmative and negativeenants and events of default t
we consider to be customary for an agreement sftyfpie, including a covenant that requires us tmtai a ratio of total debt to
EBITDA for the prior four fiscal quarters of notegater than 5.0 to 1.0 as of the last day of eadalfiquarter (5.5 to 1.0 during the
specified period following certain acquisitiong)ah event of default occurs under the Credit Agreet and is continuing, the lenders
may terminate their commitments and declare theuatnof all outstanding borrowings, together witltraed interest and all fees, to be
immediately due and payable. Among other thingsiani such time as we have an investment gradeg,aive would not be able to
make any cash distributions to our unitholderssfiniong as an event of default is continuing. ABetember 31, 2013, no amount had
been drawn under the Credit Agreement.
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Off-Balance Sheet Arrangements
We have not entered into any transactions, agresnoemther contractual arrangements that wouldltrés off-balance sheet liabilities.

Capital Requirements

Capital Expenditures

Our operations can be capital intensive, requiiingstments to expand, upgrade, maintain or enhaxising operations and to meet
environmental and operational regulations. Ourtedpéquirements consist of maintenance capitaépdjiures and expansion capital
expenditures. Examples of maintenance capital ekpers are those made to replace partially oy fudipreciated assets, to maintain
existing operating capacity of our assets and terektheir useful lives, or other capital expendituthat are incurred in maintaining
existing system volumes and related cash flowsohtrast, expansion capital expenditures are thmegte to expand and upgrade our
systems and facilities and to construct or acquing systems or facilities to grow our business.

Our capital expenditures for the years ended Deeeidb, 2013, 2012 and 2011 were:

Millions of Dollars

201z 201z 2011

Maintenance $ Bz 4.1 10.2
Expansion 3.1 10.¢ 0.3
Total Capital Expenditures $ 6.€ 15.C 10.5

Our capital expenditures for the year ended Dece@be?2013, were $6.6 million . These capital exjiemes were primarily associated
with the following activities:

* Returning an idled tank back to service, acthgain additional bay at the truck rack, and comsioising biodiesel blending
services at our Hartford terminal, thereby incnegt¢he terminal’s available capacity.

» The replacement of buried piping with abagreund piping and installation of enhanced measargrmand monitoring equipme
on our Clifton Ridge crude system.

» An upgrade of security equipment to comply wegulatory requirements and installation of flownttol equipment at our
Hartford terminal.

» The replacement of certain equipment on our Swéeasadena products syst

Our capital expenditures for the years ended Deeeidib, 2012 and 2011, were $15.0 million and $b@ilBon , respectively. These
capital expenditures were primarily directed towtmrel following activities during the two-year petio

Installation of biodiesel tanks and associated@gent at our Hartford and Pasadena termi

* An upgrade of remote monitoring equipment at ouft@! Ridge termina

Installation of a new tank at our Clifton Ridgenténal.

» Capacity expansion work at our Hartford termi
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We have forecasted capital expenditures to be appately $16.9 million for the year ending DecemBér 2014. Included in our
planned 2014 capital expenditures are $8.6 millibmaintenance capital expenditures and $8.3 mikibexpansion capital
expenditures. The planned capital expenditurepamearily directed toward spending on:

» Obtaining permit and equipment procurement daseat with the construction of a new tank and ais¢ed tank dike, activation
of a portion of pipeline to connect to a new corioecpoint, activation of an additional bay at theck rack, and an upgrade of
certain pumps on our Hartford Connector producssesy, thereby increasing the system’s availablaaap

« The replacement of buried piping with above-grdpiping and modifications to improve optionalityreceive a wider slate of
crude oil grades on our Clifton Ridge crude system.

* The installation of a meter prover at our Pecanv&itmarge dock, thereby increasing the barge deskitable capacit
» The replacement and upgrade of certain equipmempoove operation reliabilit

We anticipate that the planned maintenance capianditures will be funded with cash from operadiche $2.2 million remaining
prefunding from Phillips 66 for certain projectsoatr Clifton Ridge and Hartford terminals pursuemour omnibus agreement, and, if
necessary, borrowings under our Credit Agreemertwill initially rely upon proceeds retained frotretOffering to fund future
expansion capital expenditures. Thereafter, we &xpeaely primarily upon external financing sowscecluding borrowings under our
Credit Agreement, borrowing from related parties] the issuance of debt and equity securitiegyrtd fny significant future expansion
capital expenditures.

Cash Distributions

For future quarters, we intend to pay at leasttiémum quarterly distribution of $0.2125 per urvhich equates to $15.3 million per
quarter, or $61.1 million per year, based on thalmer of common, subordinated and general partries antstanding as of
December 31, 2013 .

On January 22, 2014, the Board of Directors ofgmmeral partner declared a quarterly cash distabwif $0.2248 per unit, or $16.2
million, that was paid on February 13, 2014, tathwiders of record as of February 4, 2014. Althoaghpartnership agreement requi
that we distribute all of our available cash eachrtger, we do not otherwise have a legal obligatiodistribute any particular amount
per common unit.

The following table summarizes our announced gugrtash distributions:

Total Quarterly Cas

Total Quarterly Cas Distributior
Quarter Ended Distribution Per Unit (Dollar: (Millions of Dollars’ Date of Distributior
September 30, 2013* $ 0.154¢ 11.1 November 13, 201
December 31, 2013 0.224¢ 16.2 February 13, 201

*The quarterly cash distribution for the third quer of 2013 was calculated as the minimum quartegish distribution of $0.2125 per unit, prorated floe period from July 26,
2013, to September 30, 2013.
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Contractual Obligations

The following table summarizes our aggregate cohied obligations as of December 31, 2013 :

Millions of Dollars

Payments Due by Period

Uptc Year: Year: After

Total 1Yea 2-3 4-5 5 Year:

Purchase obligations $ 8.2 8.2 — — —
Other long-term liabilities:

Asset retirement obligations 0.4 — — — 0.4

Total $ 8.€ 8.2 — — 0.4

In addition to the obligations included in the ®@hbbove, in conjunction with the Offering, we eateinto an omnibus agreement with
Phillips 66. The omnibus agreement contractualduiies us to pay a $13.7 million fixed annual fe@hillips 66 for certain
administrative and operational support serviceagprovided to us. The omnibus agreement genamthains in full force and effect:
long as Phillips 66 controls our general partnere b the indefinite nature of the agreement's ténmfixed fee is not included in the
contractual obligations table above.

Contingencies

From time to time, lawsuits involving a variety@&ims that arise in the ordinary course of busimeay be filed against us. We also
may be required to remove or mitigate the effeatthe environment of the placement, storage, dalpwsrelease of certain chemical,
mineral and petroleum substances at various $fesiegularly assess the need for accounting rettograr disclosure of these
contingencies. In the case of all known continges¢other than those related to income taxes),caia a liability when the loss is
probable and the amount is reasonably estimabéerdhge of amounts can be reasonably estimatedaathount within the range is a
better estimate than any other amount, then th@mim of the range is accrued. We do not reduceethakilities for potential insuran:
or third-party recoveries. If applicable, we accreeeivables for probable insurance or other tpay recoveries. In the case of
income-tax-related contingencies, we use a cunvelgiobability-weighted loss accrual in cases wiseistaining a tax position is less
than certain.

As we learn new facts concerning contingenciesteassess our position both with respect to acdrakiities and other potential
exposures. Estimates particularly sensitive torutthanges include any contingent liabilities reeorfor environmental remediation,
and legal matters. Estimated future environmemtalediation costs are subject to change due tofastirs as the uncertain magnitude
of cleanup costs, the unknown time and extent ofi samedial actions that may be required, and ¢terchination of our liability in
proportion to that of other responsible partiesirEasted future costs related to tax and legal matiee subject to change as events
evolve and as additional information becomes abkdlduring the administrative and litigation proses

Requlatory Matters

Our interstate common carrier crude oil and refipettoleum products pipeline operations are sultjerdte regulation by the Federal
Energy Regulatory Commission under the Interstat@@erce Act and Energy Policy Act of 1992, andaiarbf our pipeline systems
providing intrastate service are subject to ratpileion by applicable state authorities underrtrespective laws and regulations. Our
pipelines and terminal operations are also sulijesafety regulations adopted by the Departmeiirafisportation, as well as to state
regulations. For more information on federal aradestegulations affecting our business, pleasélsas 1 and 2. Business and
Properties—Rates and Other Regulations.”

Legal and Tax Matters

Under our omnibus agreement, Phillips 66 providasain services for our benefit, including legatlaax support services, and we pay
an operational and administrative support feetiesé services. Phillips 66's legal and tax orgéinizaapply their knowledge,
experience and professional judgment to the spedifaracteristics of our cases and uncertain taiipns. Phillips 66's legal
organization employs a litigation management pretesnanage and
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monitor the legal proceedings against us. The potacilitates the early evaluation and quantificadf potential exposures in
individual cases and enables tracking of thosesctisdt have been scheduled for trial and/or mexfiaBased on professional judgment
and experience in using these litigation managenoafs and available information about current depments in all our cases, Phillips
66's legal organization regularly assesses theuaagmf current accruals and determines if adjustragexisting accruals, or
establishment of new accruals, is required. As@ddnber 31, 2013 , we did not have any accruedngantt liabilities. In the case of
income-tax-related contingencies, Phillips 66'sdeganization monitors tax legislation and couttigiens, the status of tax audits and
the statute of limitations within which a taxingtlwority can assert a liability. See Note 14—Incohages , in the Notes to Consolidated
Financial Statements, for additional informatiomatincome-tax-related contingencies.

Environmental

We are subject to extensive federal, state and &saronmental laws and regulations. These lawsragulations, which change
frequently, regulate the discharge of materials the environment or otherwise relate to protectibthe environment. Compliance w
these laws and regulations may require us to reatednvironmental damage from any discharge objeetm or chemical substances
from our facilities or require us to install addital pollution control equipment at or on our faigk. Our failure to comply with these or
any other environmental or safety-related reguteticould result in the assessment of administrativé, or criminal penalties, the
imposition of investigatory and remedial liabilgieand the issuance of governmental orders thatsmigjgct us to additional operational
constraints.

Future expenditures may be required to comply thiéhfederal Clean Air Act and other federal, statd local requirements in respec
our various sites, including our pipelines andagerassets. The impact of legislative and regylatevelopments, if enacted or adopt
could result in increased compliance costs andtiaddl operating restrictions on our business, edahkhich could have an adverse
impact on our financial position, results of openas and liquidity.

As with all costs, if these expenditures are nomately reflected in the tariffs and other feesreeeive for our services, our operating
results will be adversely affected. We believe thdistantially all similarly situated parties aralders of comparable assets must
comply with similar environmental laws and regudas. However, the specific impact on each may dapending on a number of
factors, including, but not limited to, the age dmchtion of its operating facilities.

We accrue for environmental remediation activitideen the responsibility to remediate is probabl #w@ amount of associated costs
can be reasonably estimated. As environmental riti@a matters proceed toward ultimate resolutioa®additional remediation
obligations arise, charges in excess of those pusly accrued may be required. New or expanded@mwiental requirements, which
could increase our environmental costs, may anigbd future. We believe we are in substantial d@npe with all legal requirements
regarding the environment; however, it is not passio predict all of the ultimate costs of compta, including remediation costs that
may be incurred and penalties that may be impdsszhuse not all of the costs are fixed or preselglgrminable (even under existing
legislation) and the costs may be affected by &utegislation or regulations. At December 31, 2@, Predecessor recorded a total
environmental accrual of $0.3 million for histoticaleases of refined petroleum products at outfbia terminal. Pursuant to our
omnibus agreement, Phillips 66 indemnifies us liese environmental liabilities. As of December&113 , we did not have any
accrued environmental liabilities. In the futures may be involved in environmental assessmentanafes and proceedings. Please see
"ltems 1 and 2. Business and Properties—Environah@&egulations," for additional information reganglienvironmental regulations.

Indemnification

Under our omnibus agreement, Phillips 66 will inaéfynus for certain environmental liabilities, thabilities, and litigation and other
matters attributable to the ownership or operatibour assets prior to the closing of the Offerilmglemnification for any unknown
environmental liabilities is limited to liabilitiedue to occurrences prior to the closing of thee@ifiy and that are identified before the
fifth anniversary of the closing of the Offeringitgect to an aggregate deductible of $0.1 milliefobe we are entitled to
indemnification. Indemnification for litigation ntatrs (other than currently pending legal actioasubject to an aggregate deductible o
$0.2 million before we are entitled to indemnificat Phillips 66 will also indemnify us for failute obtain certain consents, licenses
and permits necessary to conduct our businessidimg the cost of curing any such condition, infeaase that is identified prior to the
fifth anniversary of the closing of the Offeringitgect to an aggregate deductible of $0.2 milliefobe we are entitled to
indemnification. We have agreed to indemnify Pp#l66 for events and conditions associated witlotngership or
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operation of our assets that occur on or aftectbging of the Offering and for certain environrmeddiabilities related to our assets to
extent Phillips 66 is not required to indemnify us.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to select
appropriate accounting policies and to make estéimmahd assumptions that affect the reported amoftiassets, liabilities, revenues anc
expenses. See Note 2—Summary of Significant AcéngrRolicies , in the Notes to Consolidated FinahStatements, for descriptions
of our major accounting policies. Certain of thaseounting policies involve judgments and unceti@éito such an extent that there is
reasonable likelihood that materially different amts would have been reported under different c¢andi, or if different assumptions
had been used. The following discussions of ctiscaounting estimates, along with the discussiorpatingencies in this report,
address all important accounting areas where theeaf accounting estimates or assumptions coelchaterial due to the levels of
subjectivity and judgment necessary to accounhifginly uncertain matters or the susceptibility o€ls matters to change.

Depreciation

We calculate depreciation expense using the striiighmethod over the estimated useful lives af pnoperties, plants and equipment
(PP&E), currently ranging from 3 years to 45 ye@sanges in the estimated useful lives of our PR&Hd have a material effect on
our results of operations.

Impairments

Long-lived assets used in operations are assess@dgairment whenever changes in facts and cirtamegs indicate a possible
significant deterioration in future cash flows exfeel to be generated by an asset group. If, upoawethe sum of the undiscounted
pretax cash flows is less than the carrying vafubeasset group, the carrying value is writtewxddo estimated fair value. Individual
assets are grouped for impairment purposes basaduolymental assessment of the lowest level foclwthere are identifiable cash
flows that are largely independent of the cash fl@ivother groups of assets; generally at a pipedirstem or terminal level. Because
there usually is a lack of quoted market priceddag-lived assets, the fair value of impaired es&etypically determined based on the
present values of expected future cash flows udisgpunt rates believed to be consistent with thsssl by principal market
participants, or based on a multiple of operatiaghcflow validated with historical market transant of similar assets where possible.
The expected future cash flows used for impairmeviews and related fair value calculations aredam judgmental assessments of
future tariffs, volumes, operating costs, and @gitoject decisions, considering all availableinfiation at the date of review.

Asset Retirement Obligations

Under various contracts, permits and regulatiorsshawve legal obligations to remove tangible equipiraed restore the land at the end
of operations at certain operational sites. Ougdat asset removal obligations involve the abandmmor removal of pipeline.
Estimating the future asset removal costs nece$satliis accounting calculation is difficult. Most these removal obligations are
many years, or decades, in the future and theacistand regulations often have vague descriptibndat removal practices and
criteria must be met when the removal event agtwadturs. Asset removal technologies and costsjaggy and other compliance
considerations, expenditure timing, and other isgutio valuation of the obligation, including disea and inflation rates, are also
subject to change.

Environmental Costs

In addition to asset retirement obligations disedssbove, under the above or similar contractsnjpgiand regulations, we have certain
obligations to complete environmental-related ptgeThese obligations are primarily related tddrisal releases of refined petroleum
products. Future environmental remediation costd#ficult to estimate because they are subjechnge due to such factors as the
uncertain magnitude of cleanup costs, the unkndnwe &nd extent of such remedial actions that maebeired, and the determination
of our liability in proportion to that of other ngsnsible parties.

53




Table of Contents
Index to Financial Statements

Goodwill

At December 31, 2013, we had $2.5 million of godteicorded in conjunction with past business cambbns. Goodwill, an
intangible asset, is not amortized. Instead, gdalbdwsubject to annual reviews for impairmengateporting unit level. The reporting
unit or units used to evaluate and measure gooftwilmpairment are determined primarily from theammer in which the business is
managed. A reporting unit is an operating segraeatcomponent that is one level below an operaégment. We have determined
we have one reporting unit for goodwill impairmésgting purposes. Management must apply its judgmedetermining the estimated
fair value of our reporting unit for purposes offpeming the periodic goodwill impairment test.

Management uses all available information to makefair value determination, including observedkeaearnings multiples of
comparable companies, our unit price and associatatlentity market capitalization and the preseities of expected future cash
flows using discount rates commensurate with thlesrinvolved in the assets. In addition, if théneated fair value of the reporting unit
is less than the book value (including the googwiilirther management judgment must be appliedterdhining the fair values of
individual assets and liabilities for purposesha hypothetical purchase price allocation. At yerad 2013, the estimated fair value of
our reporting unit exceeded the recorded net badkev(including goodwill) of the reporting unit loyer 100 percent. However, a lov
fair value estimate in the future could result inimpairment. In addition, a prolonged or sigrafit decline in our unit price could
provide evidence of a need to record a materiahimpent of goodwiill.

OUTLOOK

On February 13, 2014, we entered into an agreetoequire certain transportation, terminaling atadage assets from Phillips 66 for
a total consideration of $700 million . These assensist of Phillips 66’s Gold Product Pipelinest®yn and the Medford Spheres, two
newly constructed refinery-grade propylene storggeeres. We expect to finance the acquisition eagh on hand of $400 million , the
issuance of additional units valued at $140 milli@md the assumption of a 5 -year, $160 milliotermayable to a subsidiary of Phillips
66. The number of additional units will be basedlmaverage daily closing price of our commonasufat the 10 trading days prior to
February 13, 2014, or $38.86 per unit, with 98 petdéssued as common units and 2 percent issuger@sal partner units. The
transaction is targeted to occur on March 1, 2014.

ltem 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

Market risk is the risk of loss arising from adweflictuations in interest rates, the exchangesratéoreign currency markets, and
commaodity prices. Since we currently have no debt@perate only in the United States, we are nposad to interest-rate risk or
foreign currency exchange-rate risk.

Commodity Price Risk

As we neither take ownership of the crude oil adurcts we transport and store for our customergngage in commaodity trading, we
have limited direct exposure to risks associatet fluctuating commodity prices. Certain of our @lipe tariffs include a contractual
loss allowance, calculated as a percentage of ghimut volume multiplied by the quoted market paé¢he commodity being shipped.
This loss allowance, which comprised 14 percenpdrtent and 11 percent of total revenues in 28AB2 and 2011, respectively, is
more volatile than tariffs and terminaling feesjtadepends on and fluctuates with commodity pritesvever, we do not intend to
mitigate this risk to our revenues by hedging tdusxmodity price exposure.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This report includes forward-looking statementsuYan identify our forward-looking statements bg tords “anticipate,” “estimate,”
“believe,” “budget,” “continue,” “could,” “intend,”may,” “plan,” “potential,” “predict,” “seek,” “slould,” “will,” “would,” “expect,”
“objective,” “projection,” “forecast,” “goal,” “guilance,” “outlook,” “effort,” “target” and similarxpressions.

We based the forward-looking statements on oulectigxpectations, estimates and projections atand the industries in which we
operate in general. We caution you these statenaeatsot guarantees of future performance as thahie assumptions that, while
made in good faith, may prove to be incorrect, iandlve risks and uncertainties we cannot predircaddition, we based many of these
forward-looking statements on assumptions abouréuévents that may prove to be inaccurate. Acoghgj our actual outcomes and
results may differ materially from what we have mgsed or forecast in the forward-looking statesehny differences could result
from a variety of factors, including the following:

The continued ability of Phillips 66 to satisfy dbligations under our commercial and other agregs
» The volume of crude oil and refined petroleum pdwve transpol

* The tariff rates with respect to volumes thattvemsport through our regulated assets, whicls rate subject to review and
possible adjustment by federal and state regulators

» Changes in revenue we realize under the loswalice provisions of our regulated tariffs resgjtirom changes in underlying
commaodity prices.

* Fluctuations in the prices for crude oil and refipetroleum product

» Changes in global economic conditions and tfecef of a global economic downturn on the busimé$2hillips 66 and the
business of its suppliers, customers, businesagrarand credit lenders.

» Liabilities associated with the risks and operadidmazards inherent in transporting, terminalind storing crude oil and refine
petroleum products.

» Curtailment of operations due to severe weadiguption; riots, strikes, lockouts or other inttizg disturbances; or failure of
information technology systems due to various causeluding unauthorized access or attack.

» Costs or liabilities associated with federadtstand local laws and regulations relating to remvnental protection and safety,
including spills, releases and pipeline integrity.

» Costs associated with compliance with evolving emvinental laws and regulations on climate che

» Costs associated with compliance with safetylagns, including pipeline integrity managemerdgram testing and related
repairs.

* Changes in the cost or availability of third{yaressels, pipelines, rail cars and other meanelfering and transporting crude
oil and refined petroleum products.

» Direct or indirect effects on our business resglfiom actual or threatened terrorist incidentaas of wal

* The factors generally described in "ltem 1A. Rigictors” in this repol
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Report of Management

The accompanying consolidated financial statemainhillips 66 Partners LP (the Partnership) arddther information appearing in
this Annual Report were prepared by, and are thgamsibility of, management of the Partnershiptsegal partner, Phillips 66 Partners
GP LLC. The consolidated financial statements preferly the Partnership's financial position,uks of operations and cash flows in
conformity with accounting principles generally apted in the United States. In preparing its cddatéd financial statements, the
Partnership includes amounts that are based anass and judgments management of the Partnergbipésal partner believes are
reasonable under the circumstances. The Partnisréingncial statements have been audited by Bri&iung LLP, an independent
registered public accounting firm appointed by Auelit Committee of the Phillips 66 Partners GP LBGard of Directors. The
management of the Partnership's general partnanhede available to Ernst & Young LLP all of the tRarship's financial records and
related data, as well as the minutes of directoegtings.

/sl Greg C. Garland /sl Greg G. Maxwell

Greg C. Garland Greg G. Maxwell

Chairman of the Board of Directors and Chief Vice President and

Executive Officer Chief Financial Officer

Phillips 66 Partners GP LLC Phillips 66 Partners GP LLC

(the general partner of Phillips 66 Partners (the general partner of Phillips 66 Partners
LP) LP)

February 21, 2014
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Report of Independent Registered Public Accountingrirm

The Board of Directors of Phillips 66 Partners QRCLand
Unitholders of Phillips 66 Partners LP

We have audited the accompanying consolidated balsineet of Phillips 66 Partners LP as of Decer@bef013, and 2012, and the
related consolidated statements of income, chaingaguity, and cash flows for each of the threeyé@athe period ended December
2013. These financial statements are the respditsiifi the Partnership's management. Our respdiigits to express an opinion on

these financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBidUnited States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdintecial statements are free of
material misstatement. We were not engaged to perém audit of the Partnership’s internal contnegrofinancial reporting. Our audits
included consideration of internal control overfiitial reporting as a basis for designing audic@dares that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Partnptslmternal control over financial
reporting. Accordingly, we express no such opiniin.audit also includes examining, on a test basiglence supporting the amounts
and disclosures in the financial statements, asge®e accounting principles used and signifiastimates made by management, and
evaluating the overall financial statement predertiaWe believe that our audits provide a reastsbasis for our opinion.

In our opinion, the financial statements referr@alove present fairly, in all material respedts, ¢onsolidated financial position of
Phillips 66 Partners LP at December 31, 2013, &i® 2and the consolidated results of its operatiomkits cash flows for each of the
three years in the period ended December 31, 20E®nformity with U.S. generally accepted accongtprinciples.

/sl Ernst & Young LLI

Houston, Texas
February 21, 2014
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Consolidated Statement of Income

Phillips 66 Partners LP

Millions of Dollars

Years Ended December 31 201z 201z 2011
Revenues
Transportation and terminaling services—relatedigsar 106.4 79.7% 75.€
Transportation and terminaling services—third et 0.2 0.4 0.4
Other income 0.2 — —
Total revenues 106.¢ 80.1 76.C
Costs and Expenses
Operating and maintenance expenses 27.4 22.¢ 24.F
Depreciation 6.2 6.€ 5.8
General and administrative expenses 10.C 7.8 5.€
Taxes other than income taxes 1.7 1.4 1.2
Interest and debt expense .2 — —
Total costs and expenses 45.¢ 38.7 37.2
Income before income taxes 61.2 41.¢ 38.¢
Provision for income taxes 0.t 0.3 0.2
Net Income 60.7 41.1 38.5
Less: Predecessor income prior to initial publi@ofg on July 26, 2013 31.¢
Net income subsequent to initial public offering 28.¢
Less: General partner's interest in net incomeesyEnt to initial public offering 0.€
Limited partners' interest in net income subsequento initial public offering 28.2
Net Income Subsequent to Initial Public Offering PeLimited Partner Unit—Basic and
Diluted (dollars)
Common units 0.4C
Subordinated units—Phillips 66 0.4C
Cash Distribution Paid Per Unit (dollars) 0.154¢
Average Limited Partner Units Outstanding—Basic andDiluted (thousands)
Common units—public 18,88¢
Common units—Phillips 66 16,32¢
Subordinated units—Phillips 66 35,21%

See Notes to Consolidated Financial Statements.




Table of Contents
Index to Financial Statements

Consolidated Balance Sheet Phillips 66 Partners LP

Millions of Dollars

At December 31 201z 201z
Assets
Cash and cash equivalents $ 425.] —
Accounts receivable—related parties 11.5
Accounts receivable—third parties 0.1
Materials and supplies 0.€ 0.2
Other current assets 2o —
Total Current Assets 439.¢ 0.t
Net properties, plants and equipment 135.¢ 135.¢
Goodwill 2.t 2.5
Deferred rentals—related parties 6.4 6.1
Total Assets $ 584.; 144.¢
Liabilities
Accounts payable—related parties $ 5.2 —
Accounts payable—third parties 3.C 14
Payroll and benefits payable — 0.2
Accrued property and other taxes 1.C 0.€
Other current liabilities 0.4 0.2
Total Current Liabilities 9.€ 24
Asset retirement obligations 0.4 0.3
Accrued environmental costs — 0.2
Deferred income taxes 0.1 —
Total Liabilities 10.1 2.8
Equity
Net investment — 142.(
Common unitholders—public (18,888,750 units issaed outstanding) 409.] —
Common unitholder—Phillips 66 (16,328,362 unitaies$ and outstanding) 48.¢€ —
Subordinated unitholder—Phillips 66 (35,217,112sirssued and outstanding) 104.¢ —
General partner—Phillips 66 (1,437,433 units issared outstanding) 11.5 —
Total Equity 574.] 142.(
Total Liabilities and Equity $ 584.2 144.¢

See Notes to Consolidated Financial Statements.
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Consolidated Statement of Cash Flows

Phillips 66 Partners LP

Millions of Dollars

Years Ended December 31 201z 201z 2011
Cash Flows From Operating Activities
Net income 60.7 41.1 38.E
Adjustments to reconcile net income to net caskigea by operating activities
Depreciation 6.2 6.€ 5.8
Deferred rentals and other — (2.2) (2.0)
Working capital adjustments
Decrease (increase) in accounts receivable (11.7 (0.7) —
Decrease (increase) in materials and supplies (0.3 — —
Decrease (increase) in other current assets (2.2 — —
Increase (decrease) in accounts payable 6.€ (0.9 1.3
Increase (decrease) in other accruals 0.4 (0.7) 0.1
Net Cash Provided by Operating Activities 60.5 44.F 43.7
Cash Flows From Investing Activities
Capital expenditures (6.€) (15.0 (10.5)
Other 0.2 — —
Net Cash Used in Investing Activities (6.4) (15.0 (10.5)
Cash Flows From Financing Activities
Net distributions to Phillips 66—prior to initiauplic offering (25.0 (29.5) (33.9
Project prefunding from Phillips 66 3.C — —
Proceeds from issuance of common units 434.¢ — —
Offering costs (30.0 — —
Debt issuance costs (0.7) — —
Distributions to common unitholders—public (2.9) — —
Distributions to common unitholder—Phillips 66 (2.5) — —
Distributions to subordinated unitholder—Phillipg 6 (5.5 — —
Distributions to general parthner—Phillips 66 (0.2) — —
Net Cash Provided by (Used in) Financing Activities 371.2 (29.5) (33.2)
Net Change in Cash and Cash Equivalents 425.] — —
Cash and cash equivalents at beginning of period — — —
Cash and Cash Equivalents at End of Period 425.] — —

See Notes to Consolidated Financial Statements.
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Consolidated Statement of Changes in Equity Phillips 66 Partners LP

Millions of Dollars
Partnership

Commor Commor Subordinate Geners
Unitholder: Unitholde Unitholde Partne Net
Public Phillips 6¢ Phillips 6¢ Phillips 6¢ Investmer Total

December 31, 2010 $ — — — — 125.1 125.1
Net income — — — — 38.t 38.t
Net distributions to Phillips 66 — — — — (33.2 (33.2
December 31, 2011 $ — — — — 130.4 130.¢
Net income — — — — 41.1 41.1
Net distributions to Phillips 66 — — — — (29.5 (29.5)
December 31, 2012 $ — — — — 142 .C 142.C
Net income from January 1, 2013

through July 25, 2013 — — — — 31.¢ 31.¢
Net distributions to Phillips 66 — — — — (25.0 (25.0
Project prefunding from Phillips 66 — — — — 3.C 3.C
July 25, 2013 (prior to initial public

offering) — — — — 151.¢ 151.¢
Allocation of net investment to

unitholders — 44.€ 96.1 11.1 (151.9) —
Proceeds from initial public offering

net of offering costs 404.4 — — — — 404.¢
Net income from July 26, 2013

through December 31, 2013 7.6 6.5 14.2 0.€ — 28.¢
Cash distributions to unitholders ar

general partner (2.9 (2.5 (5.5 (0.2) — (11.7
Other — — 0.1 — — 0.1
December 31, 2013 $ 409.1 48.¢ 104.¢ 11.F — 574.]

See Notes to Consolidated Financial Statements.
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Notes to Consolidated Financial Statements Phillips 66 Partners LF

Note 1— Business and Basis of Presentation

Description of the Business

Phillips 66 Partners LP (the Partnership) is a afe limited partnership formed on February 20,2l Phillips 66 Company and
Phillips 66 Partners GP LLC, both wholly owned sdiasies of Phillips 66. A registration statementfeorm S-1, as amended through
the time of its effectiveness, was filed by thet®anrship with the U.S. Securities and Exchange Cimsion (SEC) and was declared
effective on July 22, 2013 . On July 23, 2013 JIRisi 66 Partners common units began trading ori\bv York Stock Exchange under
the symbol “PSXP.” On July 26, 2013 , the Partnigrsbmpleted its initial public offering (the Offag) of 18,888,750 common units
(including 2,463,750 common units issued pursuathé exercise of the underwriters' over-allotrragtton) representing limited
partner interests. After completion of the Offetitige Partnership includes the assets, liabildies results of operations of certain crude
oil and refined petroleum product pipeline systemd associated terminal and storage assets, pstyioperated and owned by Phillips
66 (as described in more detail below). Prior 8 @ffering, the assets, liabilities and resultspérations of the aforementioned assets
related to Phillips 66 Partners LP Predecessorddnbtherwise stated or the context otherwise aeli; all references to "Phillips 66
Partners," " the Partnership," "us," "our," "wet"similar expressions for time periods prior to @ering refer to Phillips 66 Partners
LP Predecessor, "our Predecessor" for accountingppas. For time periods subsequent to the Offetirgge terms refer to the legal

entity Phillips 66 Partners LP.

On April 30, 2012, ConocoPhillips completed theasagion of its downstream businesses into PhiB@sAccordingly, prior to April 3(
2012, the parent company of our Predecessor wasdo@hillips, and subsequent to April 30, 2012,ghrent company of our
Predecessor has been Phillips 66. For ease oereferwe refer to Phillips 66 as our Predecesparent for the periods prior to April
30, 2012. For purposes of related party transagtiGonocoPhillips is not considered a related plartyperiods after April 30, 2012.

Our assets consist of:

» Clifton Ridge crude systerA.crude oil pipeline, terminal and storage systeoated in Sulphur, Louisiana, that is a primary
source for delivery of crude oil to Phillips 66'ake Charles Refinery.

* Sweeny to Pasadena products systémefined petroleum product pipeline, terminatiatorage system extending from Phil
66's Sweeny Refinery in Old Ocean, Texas, to dimad petroleum product terminal in Pasadena, Texad ultimately
connecting to the Explorer and Colonial refined@eum product pipeline systems and other thirdypgipeline and terminal
systems. This system is the primary distributiotieddor diesel and gasoline produced at Phillifs Gweeny Refinery.

» Hartford Connector products syste. A refined petroleum product pipeline, terminatlatorage system located in Hartford,
lllinois, that distributes diesel and gasoline proed at the Wood River Refinery (a refinery owngdhoint venture between
Phillips 66 and Cenovus Energy Inc.) to third-paniyeline and terminal systems, including the Exgigipeline system.

We generate revenue primarily by charging tariffd gees for transporting crude oil and refined gletrm products through our
pipelines, and terminaling and storing crude od afined petroleum products at our terminals. Swe do not own any of the crude oil
or refined petroleum products that we handle andatengage in the trading of crude oil or refipetdroleum products, we have limited
direct exposure to risks associated with fluctiaiommaodity prices, although these risks indirestfiuence our activities and results
operations over the long term. Our operations cbmsione reportable segment.

Basis of Presentation

For the periods prior to the closing of the Offgrion July 26, 2013, the financial statements inetligh this Annual Report on Form 10-
K were derived from the financial statements anmbanting records of Phillips 66. These financiatainents reflect the combined
historical results of operations, financial positend cash flows of our assets as if such busiadestbeen combined for all periods
presented. All intercompany transactions and adsowithin our
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Predecessor have been eliminated. The assetsaaildidis in these financial statements have beéleated on a historical cost basis,
because immediately prior to the Offering, alltué assets and liabilities presented were whollyemiy Phillips 66 and were
transferred within the Phillips 66 consolidatedigroThe statement of income for the periods podhe Offering includes expense
allocations for certain functions historically pamhed by Phillips 66 and not previously allocate@tir assets, including allocations of
general corporate expenses related to executivisighd, accounting, treasury, tax, legal, informattechnology and procurement; and
operational support services such as engineeriddogjistics. These allocations were based on xwelatalues of net properties, plants
and equipment (PP&E) and equity method investmentgipeline miles. Our management believes therapons underlying the
allocation of expenses from Phillips 66 were reabtse Nevertheless, the financial statements fdogs prior to the Offering may not
include all of the actual expenses that would Haen incurred had we been a stand-alone publiatiett partnership during the periods
presented, and may not reflect our actual restilbgerations, financial position and cash flows hadbeen a stanalone publicly trade
partnership during the periods prior to the Offgrin

Phillips 66 uses a centralized approach to the pasiagement and financing of its operations. Fdpgs prior to the Offering, cash
generated and used by our operations was trandferihillips 66 daily, and Phillips 66 funded ayrerating and investing activities as
needed. Accordingly, the cash and cash equivaleitsby Phillips 66 were not allocated to us, amdhad no bank accounts. We
reflected transfers of cash to and from Phillips@&sh management system as a component of “Mestiment” on our balance sheet,
and as part of “Net distributions to Phillips 66-gprto initial public offering” on our statement oésh flows. We did not include any
interest expense for intercompany cash advances Rituillips 66, since historically Phillips 66 didtrallocate interest expense relate
intercompany advances to any of its businessegétords after the Offering, we have our own bardoants and no longer participate
in Phillips 66’s centralized cash management system

All financial information presented for the pericaf$er the Offering represents the consolidatedlte®f operations, financial position
and cash flows of the Partnership. Accordingly:

* Our consolidated statements of income and daslsffor the year ended December 31, 2013, coobibie consolidated results
of the Partnership for the period from July 26, 20hrough December 31, 2013, and the combinedtsesfuour Predecessor
the period from January 1, 2013, through July 28,32 Our consolidated statements of income and ftask for the years
ended December 31, 2012 and 2011, consists entif¢he combined results of our Predecessor.

» Our consolidated balance sheet at December®RB, Zonsists of the consolidated balances of &mmership, while at
December 31, 2012, it consists of the combinednuais of our Predecessor.

» Our consolidated statement of changes in edoitthe year ended December 31, 2013, consiststbfthe combined activity
for our Predecessor prior to July 26, 2013, andctiresolidated activity for the Partnership compleaéand subsequent to the
Offering on July 26, 2013. Our consolidated stateinoé changes in equity for the years ended Decei®be2012 and 2011,
consists entirely of the combined activity of ouedecessor.

Note 2— Summary of Significant Accounting Policies

» Consolidation Principles and Investments—Our consolidated financial statements includeatb@unts of majority-owned
subsidiaries. All intercompany transactions andants have been eliminated.

» Net Investment—In the consolidated balance sheet, net investmegmésents Phillips 66’s historical investment sn aur
accumulated net earnings after taxes, and theffieet ef transactions with, and allocations frorhijlips 66.

» Use of Estimates—The preparation of financial statements in conigrwith accounting principles generally acceptedtie
United States (GAAP) requires management to matk@a®s and assumptions that affect the reportezliate of assets,
liabilities, revenue and expenses, and the disobssof contingent assets and liabilities. Actuabites could differ from these
estimates.
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* Revenue Recognitionr—Revenue is recognized for crude oil and refinetdobeum product pipeline transportation based en th
delivery of actual volumes transported at contralctariff rates. Revenue is recognized for crudewod refined petroleum
product terminaling and storage as performed barembntractual rates related to throughput voluarest-plus-margin
arrangements. Substantially all of our revenue deasred from Phillips 66, and the contractual ratesot necessarily reflect
market rates for the historical periods presentaut o the Offering.

Effective January 1, 2013, the structure of the f@e charge Phillips 66 for terminaling servicesviited at the Clifton Ridge
terminal was changed. During 2012 and 2011, terinipéees were on a cost-plus-margin reimburserbasis. Beginning in
2013, the cost-plus-margin arrangement was replattbdvarious storage, dock and truck unloadingfee

Transportation contracts that are operating leasdsnclude rentals with fixed escalation are reioed on a straight-line basis
over the lease term. Any difference between thespartation fee recognized under the straightsire¢hod and the
transportation fee received in cash is deferratiéaonsolidated balance sheet as “Deferred rehtathe underlying
transportation contract is amended to eliminatedigscalation, the balance of deferred rentals\@rtézed over the remaining
life of the contract.

In connection with the Offering, we entered intotai transportation services agreements and telmarvices agreements w
Phillips 66 that are considered operating leasedeuBAAP. See Note 16—Related Party Transactiémsadditional
information on these agreements. These agreenmmatisie escalation clauses to adjust transportédidffis and terminaling fee
to reflect changes in price indices. Revenues fittese agreements are recorded within "Transpontatiol terminaling
services—related parties" on our consolidated state of income.

» Cash Equivalents—Cash equivalents are highly liquid, shtetm investments that are readily convertible ton amounts ¢
cash and have original maturities of 90 days @& feam their date of purchase. They are carriemst plus accrued interest,
which approximates fair value.

» Imbalances—We do not purchase or produce crude oil or refipettloleum product inventories. We experience imida as
result of variances in meter readings and in atheaisurement methods, and volume fluctuations wahimcrude oil system di
to pressure and temperature changes. Certain dfangportation contracts provide for the shippgpdy a contractual loss
allowance, which is valued using quoted marketgwiof the applicable commodity being shipped. Theseallowances, whic
are received from the shipper irrespective of, ealdulated independently from, actual volumetrimgar losses, are recorded
as revenue. Any volumetric gains or losses areegalising quoted market prices of the applicablemodities and are record
as decreases or increases to operating and maiotepapenses, respectively.

» Fair Value Measurements—We measure assets and liabilities requiring falug presentation using an exit price (i.e., the
price that would be received to sell an asset @ fgetransfer a liability) and disclose such amsuaccording to the quality of
valuation inputs under the following hierarchy:

Level 1: Quoted prices in an active market for tite assets or liabilities.
Level 2: Inputs other than quoted prices that @ecty or indirectly observable.
Level 3: Unobservable inputs that are significanthte fair value of assets or liabilities.

The classification of an asset or liability is bée® the lowest level of input significant to itdrfvalue. Those that are initially
classified as Level 3 are subsequently reportddeasl 2 when the fair value derived from unobsetgdiputs is
inconsequential to the overall fair value, or ifredborated market data becomes available. Asselttiabilities that are initially
reported as Level 2 are subsequently reported @l Bef corroborated market data is no longer ladé¢. We had no assets or
liabilities requiring remeasurement to or discl@saf fair value at December 31, 2013, or at DecerBhg2012.

Recurring Fair Value MeasurementsFair values of our accounts receivable and acsopeyable approximate their carrying
values due to the short-term nature of these im&nis. Our financial assets and liabilities woubdckassified in their entirety
based on the lowest level of input that is sigaificto the fair value measurement.
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Nonrecurring Fair Value MeasurementsFair value measurements are applied with respemtit nonfinancial assets and
liabilities measured on a nonrecurring basis, wigighsists primarily of asset retirement obligatiddenrecurring fair value
measurements are also applied, when applicabtistewmine the fair value of our long-lived assets.

» Accounts Receivable—Prior to the Offering, our receivables primarilynsisted of third-party customer accounts receaabl
that were recorded at the invoiced amounts anadlidbear interest. Intercompany receivables witllipy166 were included in
“Net investment” on the consolidated balance sHelease see Note 1—Business and Basis of Presentdtir a discussion of
Phillips 66’s centralized cash management systers&juent to the Offering, our receivables prirpardnsist of accounts
receivable from related parties that are recordéldeainvoiced amounts and do not bear interestoAot balances for these
receivables are charged directly to bad debt expeten it becomes probable the receivable willogotollected.

* Properties, Plants and Equipment (PP&E)}>—PP&E are stated at cost. Costs of maintenanceepairs, which are not
significant improvements, are expensed when induPepreciation of PP&E is determined by eitherititgvidual-unit-
straight-line method or the group-straight-line hoet (for those individual units that are highlyegtated with other units).

* Major Maintenance Activities —Costs for planned integrity management projedseapensed in the period incurred. These
types of costs include pipe and tank inspectionices, contractor repair services, materials ampgplées, equipment rentals and
our labor costs.

* Impairment of Long-Lived Assets—PP&E used in operations are assessed for impairwieenever changes in facts and
circumstances indicate a possible significant datation in the future cash flows expected to beegated by an asset group. If,
upon review, the sum of the undiscounted pretak @iasss is less than the carrying value of the agssup, then the carrying
value is written down to estimated fair value thgbwadditional depreciation provisions and repodsdmpairments in the
periods in which the determination of the impairtiermade. Individual assets are grouped for inmpairt purposes at the
lowest level for which identifiable cash flows daegely independent of the cash flows of other geoaf assets—generally at
the pipeline or terminal level. Because there Uglsla lack of quoted market prices for our loingetl assets, the fair value of
potentially impaired assets is typically determitieded on the present values of expected fututeflmags using discount rates
believed to be consistent with those used by padanarket participants or based on a multiplep#rating cash flow validated
with historical market transactions of similar assghere possible.

The expected future cash flows used for impairmeviews and related fair value calculations aredam estimated future
throughputs, prices, operating costs, tariffs, eaguital project decisions, considering all avagadVidence at the date of review.

»  Goodwill —Goodwill represents the excess of the purchase rver the estimated fair value of the net assmgired in the
acquisition of a business. Goodwill is not amoudizieut rather is tested for impairment annually ateén events or changes in
circumstances indicate that the fair value of ggorting unit with goodwill has been reduced betamrying value. The fair
value of the reporting unit is compared to the beakie of the reporting unit. If the fair valudéss than book value, including
goodwill, then the recorded goodwill is written dovo its implied fair value with a charge to eagsnWe have determined we
have one reporting unit for testing goodwill forgairment.

* Asset Retirement Obligations and Environmental Cos—Fair values of legal obligations to retire and o long-lived
assets are recorded in the period in which theyatitin is incurred. When the liability is initialhgcorded, we capitalize this ¢
by increasing the carrying amount of the relate&PFOver time, the liability is increased for thieamge in its present value,
and the capitalized cost in PP&E is depreciated theeuseful life of the related asset or groupsxets.

Environmental expenditures are expensed or cagglidepending upon their future economic berngfipenditures relating to
an existing condition caused by past operationd tlhose having no future economic benefit, are espeé. Liabilities for
environmental expenditures are recorded on an codiged basis (unless
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acquired in a purchase business combination) wheinommental assessments or cleanups are probatléhe costs can be
reasonably estimated. Recoveries of environmeataédiation costs from other parties, such as statdursement funds, are
recorded as assets when their receipt is probablestimable.

» Employee Benefit Plans—The employees supporting our operations are ereplogf Phillips 66 and its affiliates. Phillips 66
sponsors various employee pension and postretireimeatfth insurance plans. For purposes of thesgotidated financial
statements, we are accounting for our participatidhese benefit plans as multiemployer plans.réd¢egnize as expense in
each period an allocation from Phillips 66 for share of payroll costs and employee benefit platsc@and we do not recogn
any employee benefit plan assets or liabilitiesiléfdve are accounting for our participation as meatiployer plans for the
purposes of presenting these consolidated finastagments, those benefit plans are not techyiralltiemployer plans.
Therefore, we have not included the disclosuresired for multiemployer plans.

* Income Taxes—We follow the asset and liability method of acctiwg for income taxes. Under this method, defeiredme
taxes are recognized for the tax consequencesngiai@ry differences between the financial staternanting amounts and the
tax basis of the assets and liabilities. Our tax@tome was included in the consolidated U.S.riddecome tax returns of
Phillips 66 and in a number of consolidated stat®ie tax returns. Subsequent to the Offeringpperations are treated as a
partnership for federal and state income tax puaposith each partner being separately taxed ashése of the taxable incon
Therefore, we have excluded income taxes from thessolidated financial statements, except foiitkeme tax provision
resulting from state laws that apply to entitiegasiized as partnerships. With regard to Texasteouprovision is computed as
if we were a stand-alone tax paying entity. Interekated to unrecognized tax benefits is incluiheiditerest and debt expense,
and penalties are included in operating and maamtea expenses.

» Comprehensive Income—We have not reported comprehensive income dueetatsence of items of other comprehensive
income in the periods presented.

« Unit-Based Compensation—The fair value of phantom unit awards granteddn-employee directors is based on the fair

market value of Phillips 66 Partners LP commonsuait the date of grant. Our unit-based compensatipenses are
recognized at the time of grant for phantom uriitsesthey vest immediately and are not forfeitable.
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Note 3— Initial Public Offering
On July 23, 2013, the Partnership's common umitgb trading on the New York Stock Exchange urtdesymbol "PSXP." On
July 26, 2013 , the Partnership completed the @ienf 18,888,750 common units to the public atiaegpof $23.00 per unit, which
included a 2,463,750 common unit over-allotmentarpthat was fully exercised by the underwriters.
In exchange for the assets contributed to us,iphil6 received:

« 16,328,362 common units and 35,217,112 subadtelinanits, representing an aggregate pkrtent limited partner intere

» All of the incentive distribution right

» 1,437,433 general partner units, representidd ercengeneral partner intere
The Partnership received net proceeds of $404 libmfrom the sale of the common units to the pukdifter deducting underwriting
discounts and commissions, structuring fees aner atfiering costs of $30.0 million . The Partnepstetained the net proceeds from the
Offering for general partnership purposes, inclgdiotential future acquisitions from Phillips 66dathird parties, as well as potential
future expansion capital expenditures.
Note 4— Major Customer and Concentration of CreditRisk
Phillips 66 accounted for 97 percent , 97 percadt$8 percent of our total revenues for the yeaded December 31, 2013 , 2012 and
2011, respectively. We provide crude oil and redipetroleum product pipeline transportation, temtiing and storage services to
Phillips 66 and other related parties.
We are potentially exposed to concentration of itiegk primarily through our accounts receivablghaPhillips 66. These receivables
have payment terms of 30 days or less. We monitociteditworthiness of Phillips 66, which has arestment grade credit rating, and
we have no history of collectability issues witlerin

Note 5— Properties, Plants and Equipment

Our investment in PP&E, with the associated accated| depreciation, at December 31 was:

Estimated Useft Millions of Dollars

Lives 201z 201z
Cost:
Land N/A  $ 4.C 4.C
Buildings and improvements 3 to 30 year 6.1 5.4
Pipelines and related assets 15 to 45 year 36.2 35.¢
Terminals and related assets 25 to 45 year 165.1 161.2
Construction-in-progress N/A 3.1 1.7
Gross PP&E 214t 208.2
Less: accumulated depreciation (78.€) (72.9
Net PP&E $ 135.¢ 135.¢
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Note 6— Goodwill

Goodwill was allocated to us from Phillips 66 basedhe relative fair market value of our net PP&&mnpared with the fair market
value of Phillips 66’s reporting unit that includedr net PP&E as of the date on which Phillips gischase transaction that resulted in
goodwill was completed. Goodwill is tested for intp@ent on an annual basis and when indicators t&#ni@l impairment exist. We
have performed our annual impairment tests, anichpairment in the carrying value of goodwill hashedentified for the years ended
December 31, 2013, 2012 and 2011. Goodwill was 82llfon as of December 31, 2013 and 2012.

Note 7— Asset Retirement Obligations and Accrued Brironmental Costs

Asset retirement obligations and accrued envirorial@osts at December 31 were:

Millions of Dollars

201z 201z
Asset retirement obligations $ 0.4 0.3
Accrued environmental costs — 0.3
Total asset retirement obligations and accruedrenmiental costs 0.4 0.€
Asset retirement obligations and accrued enviroriel@osts due within one year* — (0.7)
Long-term asset retirement obligations and accamdronmental costs $ 0.4 0.t

*Classified as a current liability on the balandee®t, under the caption “Other current liabilitiés.

Asset Retirement Obligations

We have asset removal obligations that we are redquo perform under law or contract once an a@sgstrmanently taken out of
service. These obligations primarily relate to @lhandonment or removal of pipeline. Most of thdsleations are not expected to be
paid until many years in the future.

During 2013 and 2012 , our overall asset retirensbligations changed as follows:

Millions of Dollars

201: 201z
Balance at January 1 $ 0.2 0.4
Accretion of discount — —
Changes in estimates of existing obligations 0.1 (0.2)
Balance at December 31 $ 0.4 0.3

We do not expect any short-term spending and,rasut, there were no current liabilities reportedthe consolidated balance sheet for
asset retirement obligations at December 31, 26832812 .

Accrued Environmental Costs

At December 31, 2012 , our Predecessor recordethbenvironmental accrual of $0.3 milligincluding accrued environmental cost:
$0.1 million in “Other current liabilities” on theonsolidated balance sheet, primarily relatedeéarmlip and remediation at terminal
locations. Pursuant to our omnibus agreement,iphilé indemnifies us for these environmental liabs. At December 31, 2013 , we
did not have any accrued environmental liabilitiesthe future, we may be involved in environmerisgessments, cleanups and
proceedings.
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Note 8— Net Income Per Limited Partner Unit

Net income per unit applicable to common limitedtipar units and to subordinated limited partnetsiis computed by dividing tt
respective limited partners’ interest in net incdimrethe period subsequent to the Offering by tleéghted average number of common
units and subordinated units, respectively, outitanfor the period. Because we have more tharctass of participating securities, we
use the two-class method when calculating thenoetnne per unit applicable to limited partners. Tlasses of participating securities
include common units, subordinated units, geneagther units, and incentive distribution rights siBaand diluted net income per unit
are the same because we do not have any potemtilaitive units outstanding for the period presente

Millions of
Dollars
201:
Net income subsequent to the Offering $ 28.¢
Less: General partner’s distributions declared 0.t
Limited partners' distributions declared on commaits 13.¢
Limited partner's distributions declared on submatiéd units 13.4
Distributions less than net income subsequenteditiering $ 1.€
2013
Limited
Limited Partner'
Partners  Subordinate
General Partnc  Common Unit Units Total
Net income subsequent to the Offerimillions)
Distributions declared $ 0.t 13.4 13.¢ 27.¢
Distributions less than net income subsequenteo th
Offering 0.1 0.7 0.8 1.€
Net income subsequent to the Offering $ 0.€ 14.1 14.2 28.¢
Weighted average units outstanding:
Basic 1,437,43. 35,217,11 35,217,11 71,871,65
Diluted 1,437,43 35,217,11 35,217,11 71,871,65
Net income per limited partner unftollars)
Basic $ 0.4C 0.4C
Diluted 0.4C 0.4C

On January 22, 2014, the Board of Directors ofgmmeral partner declared our quarterly cash digtoh of $0.2248 per unit, or $16.2
million in total, for the fourth quarter of 2013hiB distribution was paid on February 13, 2014jraholders of record as of February 4,
2014.
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Note 9— Debt

On June 7, 2013, we entered into a $250 millioiocsemsecured revolving credit agreement (Credite®gnent) with a syndicate of
financial institutions, which became effective ugba closing of the Offering on July 26, 2013 . Wére the option to increase the
overall capacity of the Credit Agreement by upnicedditional $250 million , subject to, among ottieéngs, the consent of the existing
lenders whose commitments would be increased oadditional lenders providing such additional cdjyad he Credit Agreement has
an initial five-year term beginning on the day weezed into the Credit Agreement, and we have fit@o to extend for two additional
one-year terms, subject to certain conditions uidiclg the consent of the lenders holding the m@gjaf the commitments and each
lender extending its individual commitment. The @itégreement includes sub-facilities for swingliteans and letters of credit.

Outstanding borrowings under the Credit Agreemeéhtogar interest, at our option, at either: (& turodollar rate in effect from time
to time plus the applicable margin; or (b) the bage (as described in the Credit Agreement) glesapplicable margin. The Credit
Agreement also provides for customary fees, indga@idministrative agent fees and commitment feemr@itment fees began to acc
beginning on the date we entered into the Credie@gent. Prior to our obtaining credit ratingsg\ér, the pricing levels for the
commitment fee and interest-rate margins will bgelolson our ratio of total debt to EBITDA (as ddsed in the Credit Agreement) for
the prior four fiscal quarters. After we obtainditeatings, if ever, the pricing levels will bedsal on our credit ratings in effect from
time to time. The Credit Agreement contains repreg@ns and warranties, affirmative and negatiweenants and events of default t
we consider to be customary for an agreement sftyfpie, including a covenant that requires us tmtae a ratio of total debt to
EBITDA for the prior four fiscal quarters of notegater than 5.0 to 1.0 as of the last day of eadaliquarter ( 5.5 to 1.0 during the
specified period following certain acquisitiond)ah event of default occurs under the Credit Agreet and is continuing, the lenders
may terminate their commitments and declare theuatnof all outstanding borrowings, together witltraed interest and all fees, to be
immediately due and payable. Among other thingswani such time as we have an investment gradeg,aive would not be able to
make any cash distributions to our unitholdersstotong as an event of default is continuing. ABetember 31, 2013 , no amount had
been drawn under the Credit Agreement.

Note 10— Contingencies

From time to time, lawsuits involving a variety@déims that arise in the ordinary course of busimeay be filed against us. We also
may be required to remove or mitigate the effeatthe environment of the placement, storage, dalpwsrelease of certain chemical,
mineral and petroleum substances at various $Mes:egularly assess the need for accounting retiograr disclosure of these
contingencies. In the case of all known contingesi¢other than those related to income taxes)caia a liability when the loss is
probable and the amount is reasonably estimabéerdhge of amounts can be reasonably estimatedaathount within the range is a
better estimate than any other amount, then thémim of the range is accrued. We do not reduceethasilities for potential insuran
or third-party recoveries. If applicable, we accreeeivables for probable insurance or other thady recoveries. In the case of
income-tax-related contingencies, we use a cunvelgiobability-weighted loss accrual in cases wiseistaining a tax position is less
than certain.

As we learn new facts concerning contingenciesteassess our position both with respect to acdrakiities and other potential
exposures. Estimates particularly sensitive torfutthanges include any contingent liabilities rdeorfor environmental remediation,
and legal matters. Estimated future environmertaadiation costs are subject to change due tofagtirs as the uncertain magnitude
of cleanup costs, the unknown time and extent ofi samedial actions that may be required, and ¢terchination of our liability in
proportion to that of other responsible partiesinEated future costs related to tax and legal matiee subject to change as events
evolve and as additional information becomes albdlduring the administrative and litigation proses.

Environmental

We are subject to federal, state and local enviemtal laws and regulations. When we prepare ousaatated financial statements, we
record accruals for environmental liabilities basednanagement’s best estimates, using all infoomahat is available at the time. We
measure estimates and base liabilities on currawtylable facts, existing technology, and pregestlacted laws and regulations, taking
into account stakeholder and business considegtiblhen measuring environmental liabilities, weasnsider our prior experience in
remediation of contaminated sites,
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other companies’ cleanup experience, and datasesielay the U.S. Environmental Protection Agencgtber organizations. We
consider unasserted claims in our determinatioenefronmental liabilities, and we accrue them i@ pleriod they are both probable and
reasonably estimable. See Note 7—Asset Retiremelig&ions and Accrued Environmental Costs , feummary of our accrued
environmental liabilities.

Legal Proceedings

Under our omnibus agreement, Phillips 66 providasain services for our benefit, including leggbgart services, and we pay an
operational and administrative support fee foréhssrvices. Phillips 66's legal organization applig knowledge, experience and
professional judgment to the specific charactesstf our cases, employing a litigation managementess to manage and monitor the
legal proceedings against us. The process faetitdite early evaluation and quantification of ptétexposures in individual cases and
enables tracking of those cases that have beedwdelefor trial and/or mediation. Based on profesal judgment and experience in
using these litigation management tools and availetformation about current developments in all cases, Phillips 66's legal
organization regularly assesses the adequacy mdrdguaccruals and determines if adjustment of xgsiccruals, or establishment of
new accruals, is required. As of December 31, 2048 did not have any accrued contingent liabdgitie

Indemnification

Under our omnibus agreement, Phillips 66 will inaéfynus for certain environmental liabilities, thabilities, and litigation and other
matters attributable to the ownership or operatibour assets prior to the closing of the Offerilmglemnification for any unknown
environmental liabilities is limited to liabilitiedue to occurrences prior to the closing of thee@fiy and that are identified before the
fifth anniversary of the closing of the Offeringitgect to an aggregate deductible of $0.1 milliefobe we are entitled to
indemnification. Indemnification for litigation mats (other than currently pending legal actioagubject to an aggregate deductible o
$0.2 million before we are entitled to indemnificat Phillips 66 will also indemnify us for failute obtain certain consents, licenses
and permits necessary to conduct our businessidimg the cost of curing any such condition, infeease that is identified prior to the
fifth anniversary of the closing of the Offeringylgect to an aggregate deductible of $0.2 milliefobe we are entitled to
indemnification. We have agreed to indemnify Ppdl66 for events and conditions associated witlotgership or operation of our
assets that occur on or after the closing of tHer®@iy and for certain environmental liabilitiedated to our assets to the extent Phillips
66 is not required to indemnify us.

Note 11— Leases

In connection with the Offering, we entered intotai transportation services agreements and tedreervices agreements with Phill
66 that are considered operating leases under GAA® Note 16—Related Party Transactions , for mdait information on these
agreements. These agreements include escalatiosesl#¢o adjust transportation tariffs and termirgafees to reflect changes in price
indices. Revenues from these agreements are retoittén "Transportation and terminaling serviceglated parties" on our
consolidated statement of income.

As of December 31, 2013, future minimum paymentse received related to these agreements wersatst to be:

Millions of

Dollars

2014 $ 95.F
2015 95.k
2016 95.7
2017 95.k
2018 76.€
2019 and thereafter 350.¢
Total $ 809.<
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Note 12— Employee Benefit Plans

Employees of Phillips 66 who directly or indirecHypport our operations participate in the pengostretirement health insurance, anc
defined contribution benefit plans sponsored bylipki66, which includes other subsidiaries of Rpsl 66. Prior to the Offering, costs
associated with benefit plans included the costatied to us from Phillips 66's transportation arg@tion and for employees of Phillips
66 who were fully dedicated to supporting our bass Our Predecessor recorded its share of pemstbpostretirement costs of $0.6
million for the period from January 1, 2013, toydAb, 2013, and $1.1 million for each of the yeamded December 31, 2012 and 2011.
Our Predecessor's share of defined contributioefitgrian costs for the period from January 1, 2ah&ugh July 25, 2013, was $0.3
million , and for the years ended December 31, 2042011, was $0.9 million and $0.3 million , msjvely. Subsequent to the
Offering, costs associated with benefit plans csiredithe cost for employees of Phillips 66 who faitly dedicated to supporting our
business. These costs were $0.1 million for theogdrom July 26, 2013 , to December 31, 2013 .

These costs are included in either “General andradtrative expenses” or “Operating and maintenanqeenses” on our consolidated
statement of income, depending on the nature oétigloyee’s role in our operations.

Note 13— Unit-Based Compensation

The Board of Directors of our general partner aeldphe Phillips 66 Partners LP 2013 Incentive Camspgon Plan (the ICP) in the
third quarter of 2013. Awards under the ICP ara@lable for officers, directors and employees @&f ¢ieneral partner or its affiliates, and
any consultants or other individuals who performviees for the Partnership. The ICP allows for gin@nt of unit awards, restricted
units, phantom units, unit options, unit appreoiatiights, distribution equivalent rights, profitgéerest units and other unit-based
awards. The ICP limits the number of common uthiéd may be delivered pursuant to awards to 2,900,8ubject to proportionate
adjustment in the event of unit splits and siméaents.

Through December 31, 2013, we issued only phanitaits under the ICP. A phantom unit entitles th&pient to receive cash equal to
the fair market value of a common unit on the setént date, and to also receive a distributionvedit each quarter between the gran
date and the settlement date in an amount of aasll &0 any cash distributions paid on a commonhduning that time. In September
2013, we granted 2,171 phantom units to three mopl@yee directors of the general partner of Pl Partners. Phantom units
granted to non-employee directors vest immediaialthe grant date, because they are non-forfeitaiiese phantom units do not
convey voting rights.

Note 14— Income Taxes
We are not a taxable entity for U.S. federal incaanepurposes or for the majority of states thgiase an income tax. Taxes on our net
income generally are borne by our partners thrabghallocation of taxable income. Our income taxvgsion results from state laws t

apply to entities organized as partnerships, piilgn@iexas and lllinois.

Income taxes charged to income were:

Millions of Dollars

2013 2012 2011
Current $ 0.4 0.3 0.2
Deferred 0.1 — —
Total $ 0.5 0.3 0.2
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Deferred income taxes reflect the net tax effe¢eofporary differences between the carrying amoohéssets and liabilities for
financial reporting purposes and tax purposes. é¢dinber 31, 2013 , we had a deferred tax liatohit$0.1 million primarily related to
PP&E and deferred rentals. Our effective tax raas @.8 percent , 0.7 percent and 0.8 percentectgply, for the years ended
December 31, 2013, 2012 and 2011 .

As of December 31, 2013 , we had no liability repdrfor unrecognized tax benefits and we did neeteny interest or penalties related

to income taxes for the years ended December 3B 22012 and 2011 . Texas and lllinois tax retdon?013 are subject to
examination.

Note 15— Cash Flow Information

Millions of Dollars
201z 201z 2011

Cash Payments
Interest and debt expense $ 0.

Income taxes* — — —
*Excludes our share of cash tax payments madettiirbg Phillips 66 prior to the Offering on July 28013.

(¢%]

Note 16— Related Party Transactions

Commercial Agreements

We entered into multiple commercial agreements Witlilips 66 and amended an existing commerciat@gent with Phillips 66 at the
closing of the Offering. Under these long-term -fesed agreements, we provide transportation, tafing and storage services to
Phillips 66, and Phillips 66 commits to providewith minimum quarterly throughput volumes of crugleand refined petroleum
products.

The commercial agreements with Phillips 66 include:

* A 10-year transportation services agreement uwtiech we charge Phillips 66 for transporting agwadl on our Clifton Ridge to
Lake Charles refinery pipeline, our Pecan Grov€ltfion Ridge pipeline and our Shell to Clifton Rl pipeline.

* A 10vyear transportation services agreement under wiscbharge Phillips 66 for transporting diesel, djascand other refine
petroleum products on our two 60-mile Sweeny taBasa pipelines.

« A 23-year throughput and deficiency agreemenieanvhich we charge Phillips 66 for transportingajae, diesel, jet fuel and
other refined petroleum products on our Wood Rfeddartford pipeline and our Hartford to Explorapgine.

* A 5-year terminal services agreement under whietcharge Phillips 66 for offloading ships anddear at our Clifton Ridge
ship dock and Pecan Grove barge dock and for umgacucks and storing crude oil at our Clifton Bédterminal.

» A b5-year terminal services agreement under whietcharge Phillips 66 for providing terminaling\dgees at our Pasadena and
Hartford terminals and at our Hartford barge dock.

Other than our Hartford Connector throughput arfit@scy agreement (Hartford Connector T&D), eaflowr transportation services
agreements includes a 10-year initial term, andliphi66 has the option to renew each agreemenigdo two additional five-year
terms. Our Hartford Connector T&D, which was amehifeconnection with the Offering, has a 23-yeamt¢hat began in January 2008
and will expire on December 31, 2030. Each of euminal services agreements includes a five-yeataliterm, and Phillips 66 has the
option to renew each agreement for up to threetiaddi five-year terms.
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Under each of our transportation services agreesnémihillips 66 fails to transport its minimumrdughput volume during any quarter,
then Phillips 66 will pay us a deficiency paymeaséd on the calculation described in the agreertfehe minimum capacity of the
pipeline(s) falls below the level of Phillips 6&smmitment at any time (other than outages caugedibplanned maintenance) or if
capacity on the pipeline(s) is required to be @ted among shippers as a result of volume nomimagaceeding available capacity,
Phillips 66’s minimum throughput commitment maygdreportionately reduced until such time that thailable capacity is sufficient to
fulfill Phillips 66's minimum volume commitment. Weay elect to adjust our tariffs on an annual basisthe new tariffs become
effective in July of each year. Under each of oansportation services agreements other than otfarthConnector T&D, if we agree
to make any capital expenditures at Phillips 66tpuest, Phillips 66 will reimburse us for, or welWwave the right under certain
circumstances to file for an increased tariff tateecover, the actual amount we incur for sucheexures.

Under our terminal services agreements, Phillips@ligated to throughput or store minimum volgnoé crude oil and refined
petroleum products and pay us terminaling feesyedlsas fees for providing related ancillary seeddsuch as ethanol and biodiesel
blending and additive injection) at our termind$2hillips 66 fails to meet its minimum volume cariiment on certain terminaling
services during any quarter, then Phillips 66 pél us a deficiency payment based on the calculaéscribed in each agreement.
Beginning on January 1, 2014, we may adjust owbperel fees annually on January 1 of each year.

These commercial agreements include provisionspiahit Phillips 66 to suspend, reduce or termititatebligations under the
applicable agreement if certain events occur. Uatleaf our commercial agreements other than outfbia Connector T&D, these
events include Phillips 66 deciding to completalg®end refining operations at a refinery that jgsuted by our assets for at least
twelve consecutive months, unless it publicly ammuas its intent to resume operations at a refipdanyr to the expiration of the 12-
month notice period, and, under all of our comnadragreements, these events include certain foegeure events that would prevent
us or Phillips 66 from performing our respectivdigditions under the applicable agreement.

In connection with the Offering, we entered intmtstorage and stevedoring services agreementdhitlips 66. Under these
agreements, we provide Phillips 66 certain storatgedoring, sampling and testing services anl sther services as we and Phillips
66 may mutually agree upon from time to time, ahdlips 66 commits to provide us with minimum stgeavolumes of lubricant base
stocks at our Hartford and Pecan Grove terminals.

In connection with the Offering, we also enterei inaphtha storage services agreements with WRBIRgfLP and Phillips 66. Under
these agreements, we will provide certain storsgmpling and testing services and such other sas we and WRB or Phillips 66,

applicable, may mutually agree upon from time moeti and WRB and Phillips 66 commit to provide ugwminimum storage volumes

of naphtha at our Hartford terminal.

With respect to periods prior to the Offering, Bwedecessor was part of the consolidated operatioPkillips 66, and substantially all
of our Predecessor's revenues were derived framdcaions with Phillips 66 and its affiliates. Témntractual rates used for these
revenue transactions may be materially differeahtrates we might have received had they beeragets with third parties. With
effect from the Offering, we entered into seve@hmercial agreements with Phillips 66 as discusdsde, under which Phillips 66
pays us fees for transporting, terminaling andisgocrude oil and refined products.

Operational Services Agreement

In connection with the Offering, we entered intoogerational services agreement with Phillips 68d&f this agreement, we reimburse
Phillips 66 for providing certain operational seas to us in support of our pipelines, terminalmng storage facilities. These services
include routine and emergency maintenance andrrspaiices, routine operational activities, routiakministrative services,
construction and related services and such otleices as we and Phillips 66 may mutually agreenupoam time to time. The
agreement has an initial term of five years andieihtinue in full force and effect thereafter tsdderminated by either party.
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Omnibus Agreement

In connection with the Offering, we entered intocannibus agreement with Phillips 66, certain okitdsidiaries and our general
partner. This agreement addresses our paymentariraml operating and administrative support fad,aur obligation to reimburse
Phillips 66 for all other direct or allocated coatsl expenses incurred by Phillips 66 in providjegeral and administrative services. It
also addresses our right of first offer to acq®ihgllips 66’s direct one-third equity interest iaokh of DCP Sand Hills Pipeline, LLC and
DCP Southern Hills Pipeline, LLC. Additionally, tieennibus agreement addresses Phillips 66’s indéeatidn to us and our
indemnification to Phillips 66 for certain enviroental and other liabilities related to our assatsl the prefunding of certain projects
Phillips 66. Further, it addresses the granting bfense from Phillips 66 to us with respect te tise of certain Phillips 66 trademarks.

Tax Sharing Agreement

In connection with the Offering, we entered intaa sharing agreement with Phillips 66 pursuantihoch we will reimburse Phillips 66
for our share of state and local income and otlvezd incurred by Phillips 66 as a result of ouunltef operations being included in a
combined or consolidated tax return filed by Ppdll66 with respect to taxable periods includingeginning on the closing date of the
Offering. The amount of any such reimbursement béllimited to the tax that we (and our subsidgrigould have paid had we not
been included in a combined group with Phillips BBillips 66 may use its tax attributes to causedmbined or consolidated group, of
which we may be a member for this purpose, to owtar. However, we would nevertheless reimburs#iphib6 for the tax we would
have owed had the attributes not been availablesed for our benefit, even though Phillips 66 hadash expense for that period.

Related Party Transactions
Significant related-party transactions includediémeral and administrative expenses and operatidgraintenance expenses were:

Millions of Dollars

201: 201z 2011
General and administrative expenses $ 9.¢ 7.8 5.€
Operating and maintenance expenses 10.C 8.8 7.€
Total $ 19.¢ 16.€ 13.2

Our management believes the charges allocatedrtBredecessor prior to the Offering were a readenaffiection of the utilization of
services provided. However, those allocations nayhave fully reflected the expenses that wouldehiasen incurred had we been a
stand-alone publicly traded partnership for peripdsr to the Offering.

Subsequent to the Offering, we pay Phillips 66 perational and administrative support fee undeteh@s of the omnibus agreement,
initially in the amount of $13.7 million (payable equal monthly installments and prorated for frs fear of service), for the provision
of certain services, including: executive servidggncial and administrative services (includingaisury and accounting); information
technology; legal services; corporate health, gafatl environmental services; facility servicesnlam resources services; procurement
services; corporate engineering services, includsggt integrity and regulatory services; logisseavices; asset oversight, such as
operational management and supervision; businegdatament services; investor relations; tax mati@nsl public company reporting
services. We also reimburse Phillips 66 for alleottlirect or allocated costs incurred on behalisyfpursuant to the terms in our
omnibus agreement. Under our operational servigeseanent, we reimburse Phillips 66 for the provisi certain operational services
to us in support of our pipelines, terminaling abarage facilities. Additionally, we pay Phillip§ €or insurance services provided to us.
Operating and maintenance expenses also includachetric gains/losses associated with volumes prarted by Phillips 66. The
classification of these charges between generabhdministrative expenses and operating and mainten@xpenses is based on the
functional nature of the services being perfornmdfur operations.
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Note 17— Subsequent Events

On February 13, 2014, we entered into an agreetoexquire certain transportation, terminaling atatage assets from Phillips 66 for
a total consideration of $700 million . These assensist of Phillips 66’s Gold Product Pipelinest®yn and the Medford Spheres, two
newly constructed refinery-grade propylene storggeeres. We expect to finance the acquisition eagh on hand of $400 million , the
issuance of additional units valued at $140 milli@md the assumption of a 5 -year, $160 milliotermayable to a subsidiary of Phillips
66. The number of additional units will be basedlmaverage daily closing price of our commonaufat the 10 trading days prior to
February 13, 2014, or $38.86 per unit, with 98 petdéssued as common units and 2 percent issuge@sal partner units. The
transaction is targeted to occur on March 1, 2014.
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Selected Quarterly Financial Data (Unaudited)

Millions of Dollars Per Common Unit
Net Incom: Limited Partner. Net Income
Income Subsequent Interestin Net Incon ~ Subsequent to Initial
Total Before Initial Public ~ Subsequent to Initi Public Offering
Revenue Income Taxe Net Incomu Offering Public Offering Basic and Dilute
2013
First $ 21.C 10.¢ 10.7 * * *
Second 26.z 15.¢ 15.7 * * *
Third 29.¢ 17.t 17.c 11.¢€ 115 0.17
Fourth 30.C 17.1 17.C 17.C 16.€ 0.24
2012
First $ 18.2 8.2 8.1 * * *
Second 18.t 9.€ 9.t * * *
Third 21.5 12.C 11.€ * * *
Fourth 22.1 11.€ 11.€ * * *

*Information is not applicable for the periods prito the Offering.

ltem 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.

ltem 9A. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresydesi to ensure that information required to belo$sd in reports we file or submit
under the Securities Exchange Act of 1934, as agt(itie Act), is recorded, processed, summarizddeported within the time
periods specified in SEC rules and forms, andghah information is accumulated and communicateslitageneral partner's
management, including its principal executive aridgipal financial officers, as appropriate, tooalltimely decisions regarding requil
disclosure. As of December 31, 2013, our geneaaghpr's Chairman and Chief Executive Officer aad/ice President and Chief
Financial Officer, with the participation of therggal partner's management, carried out an evalygiursuant to Rule 13a-15(b) of the
Act, of the effectiveness of our disclosure corsttamd procedures (as defined in Rule 13a-15(éjeoAtt). Based upon that evaluation,
our general partner's Chairman and Chief Exec@ifficer and its Vice President and Chief Finan@dficer concluded that our
disclosure controls and procedures were operaffegtvely as of December 31, 2013 .

There have been no changes in our internal coote financial reporting, as defined in Rule 13f16f the Act,in the quarterly period
ended December 31, 2013, that have materially ffleor are reasonably likely to materially affeair internal control over financial
reporting.

This Annual Report on Form 10-K does not includeort of management's assessment regarding ihtamizol over financial
reporting or an attestation report of the Partriptsindependent registered public accounting fitne to a transition period established
by rules of the SEC for newly public companies.

Item 9B. OTHER INFORMATION

None.
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PART Il
ltem 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Management of Phillips 66 Partners LP

We are managed by the directors and executiveenffiof our general partner, Phillips 66 Partnerd GE. Our general partner is not
elected by our unitholders and will not be subjeate-election by our unitholders in the futureillgis 66 indirectly owns all of the
membership interests in our general partner. Oneige partner has a Board of Directors, and outhofders are not entitled to elect the
directors or directly or indirectly to participateour management or operations.

The Board of Directors of our general partner auityehas seven members, three of whom are indep¢rdedefined under the
independence standards established by the New Stodk Exchange (NYSE). The NYSE does not requligted limited partnership 1
have a majority of independent directors on itsegahpartner's board of directors or to establisbrapensation committee or a
nominating committee. However, the Board of Direstof our general partner has established an ALmlihmittee and a Conflicts
Committee to address conflict situations. Phillisappoints all members to the Board of Directdrsus general partner. The Board of
Directors of our general partner has determinetddbseph W. O'Toole, Mark A. Haney and Gary K. Adare independent directors
under the independence standards of the NYSE.

The officers of our general partner manage thetdajay affairs of our business. Neither we nor swssidiaries have any employees.
Our general partner has the sole responsibilitpforiding the employees and other personnel necg$s conduct our operations. All
of the employees that conduct our business areamgplby affiliates of our general partner, but wenstimes refer to these individuals
in this Annual Report on Form 10-K as our employees

Directors and Executive Officers of Phillips 66 Paners GP LLC

Directors are elected by the sole member of oueggipartner and hold office until their success$aree been elected or qualified or
until the earlier of death, resignation, removatimqualification. Executive officers are appointgd and serve at the discretion of, the
Board of Directors. The following table shows infation for the directors and executive officer$bfllips 66 Partners GP LLC.

Name Position with Phillips 66 Partners GP LLC Age*
Greg C. Garland Chairman of the Board of Directors and Chief Exa®uOfficer 56
Greg G. Maxwell Director, Vice President and Chief Financial Office 57
C.C. (Clayton) Reasor Director and Vice President, Investor Relations 57
Tim G. Taylor Director and President 60
C. Doug Johnson Vice President and Controller 54
J.T. (Tom) Liberti Vice President and Chief Operating Officer 61
Joseph W. O'Toole Director 75
Mark A. Haney Director 59
Gary K. Adams Director 63

*On February 15, 2014

Greg C. Garland Greg C. Garland has served as Chief Executive @fiad Chairman of the Board of Directors of ouregeal partner
since March 2013. Mr. Garland became ChairmaneBtard of Directors, President and Chief Execu@¥icer of Phillips 66 in April
2012. Mr. Garland devotes the majority of his titadis roles at Phillips 66 and also spends timeyeeded, directly managing our
business and affairs. Mr. Garland was appointedoB&fice President, Exploration and Production—Aioas for ConocoPhillips in
October 2010, having previously served as PresaeiChief Executive Officer of ChevronPhillips @fieal Company LLC (CPCher
since 2008. Mr. Garland is currently a member efBloard of Directors of DCP Midstream, LLC and Amdec. We believe that Mr.
Garland’s extensive experience in the energy imgustcluding his more than 30-year career withllipts Petroleum Company,
CPChem and ConocoPhillips, and his position asf@hecutive Officer of Phillips 66, makes him wglialified to
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serve both as a director and as Chairman of thedBafeDirectors of our general partner. In additiorhis other skills and qualifications,
we believe that Mr. Garland’s role as both Chairraad Chief Executive Officer will provide a vitéhk between management and the
Board of Directors and allow the Board of Directtrperform its oversight role with the benefitmhnagement'’s perspective on
business and strategy.

Greg G. Maxwell Greg G. Maxwell has served as Vice President, Gfiigincial Officer and a member of the Board ofebiors of our
general partner since March 2013. Mr. Maxwell beed&wrecutive Vice President, Finance and Chief Fiigu©fficer of Phillips 66 in
April 2012. Mr. Maxwell devotes the majority of Higne to his roles at Phillips 66 and also speids,tas needed, devoted to our
business and affairs. Mr. Maxwell retired as CPChke&Benior Vice President, Chief Financial OfficedaController in 2012, a position
he held since 2003. Mr. Maxwell is currently a membf the Board of Directors of DCP Midstream, LUE addition, Mr. Maxwell has
previously served as a member of the Board of Darsmf DCP Midstream GP, LLC, the general parosfddCP Midstream Partners,
LP, CPChem and several of CPChem'’s joint ventiésbelieve that Mr. Maxwell is a suitable membethaf Board of Directors
because of his extensive industry experience améribwledge of industry accounting and financialgtices he has gained as Chief
Financial Officer of Phillips 66 and Chief Finandifficer and Controller of CPChem. Mr. Maxwell aleas pertinent board service ¢
board member for DCP Midstream Partners and DCRivieim.

C.C. (Clayton) ReasorC.C. (Clayton) Reasor has served as Vice Presittergstor Relations and a member of the Board oéd@ors

of our general partner since March 2013. Mr. Reasgame Senior Vice President, Investor RelatiBirategy and Corporate Affairs of
Phillips 66 in April 2012. Mr. Reasor devotes thajarity of his time to his roles at Phillips 66 aaldo spends time, as needed, devotec
to our business and affairs. Before assuming hi®ntirole, Mr. Reasor was Vice President, Corpoasid Investor Relations for
ConocoPhillips since 2009. In 2009, he was namedi@sPresident, Corporate Affairs of ConocoPhd|ipfter working as President,
U.S. Marketing of ConocoPhillips from 2005 to 206& is a member of the Board of Directors of St&g®es Inc. We believe that Mr.
Reasor is a suitable member of the Board of Direalae to the significant investor relations exgece he gained through his
employment with Phillips 66 and ConocoPhillips. Neasor has developed, implemented and articutatgumbrate and marketing
strategies and has leadership experience with tipgrand financial responsibilities. Mr. Reasorodias experience serving on the bc
of a public company.

Tim G. Taylor Tim G. Taylor has served as President and a meoflibe Board of Directors of our general partnacsiMarch 2013.
Mr. Taylor became Executive Vice President, Comma&rMarketing, Transportation and Business Develept of Phillips 66 in April
2012. Mr. Taylor devotes the majority of his tinaehtis roles at Phillips 66 and also spends timeeasled, devoted to our business and
affairs. Mr. Taylor retired as Chief Operating @&i of CPChem in 2011. Prior to that time, Mr. Tayderved as Executive Vice
President, Olefins and Polyolefins of CPChem frd@¥@&to 2011, and Senior Vice President, OlefinsRolgolefins of CPChem from
2000 to 2008. Mr. Taylor is currently a memberhd Board of Directors of CPChem and has previosistyed on the Board of
Directors of Colonial Pipeline Company, Explorep&ine, and CPChem. We believe that Mr. Taylor ssigable member of the Board
of Directors because of his extensive industry eepee, particularly his experience in the transgt@n and midstream businesses
during his employment at Phillips 66 and Phillipstrieleum Company.

C. Doug JohnsonC. Doug Johnson has served as Vice President anuldBer of our general partner since February 2048 Johnson
became Vice President and Controller of PhillipsréBpril 2012. Mr. Johnson devotes the majorityhig time to his roles at Phillips 66
and also spends time, as needed, devoted to oimelsasand affairs. Prior to his current role allipisi66, Mr. Johnson served as Gen
Manager, Upstream Finance, Strategy and Planni@pabcoPhillips since 2010. Prior to that timeskeved as General Manager,
Downstream Finance of ConocoPhillips from 2008@@@and General Manager, Upstream Finance of Cétultips from 2005 to
2008. Mr. Johnson is currently a member of the BadiDirectors of CPChem.

J.T. (Tom) Liberti J.T. (Tom) Liberti has served as Vice President@higf Operating Officer of our general partnercsidarch 2013.
Mr. Liberti became General Manager, Master Limigadtnership of Phillips 66 in March 2013. Priohis current role at Phillips 66,
Mr. Liberti served as General Manager, LubricaritBhllips 66 since April 2012 and General Manaderricants of ConocoPhillips
from 2002 to 2012.

Joseph W. O'TooleJoseph W. O'Toole has served as a member of thelBdé®irectors of our general partner since JWy2and
serves as the chair of the Audit Committee. Mr.dO1€ is currently a managing partner of Maeve ltmesit Company, LP, a private
investment company, and President of Self Storagagany of North Fayette.
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Mr. O'Toole retired as Vice President, General Odficer and General Tax Counsel of Phillips PetnoleCompany in 1999, a position
he held since 1977. Mr. O'Toole served as chairofidhe American Petroleum Institute’s General Taxrnittee in 1983 and
represented the industry and Phillips Petroleum @om before government bodies in the U.S. anddareountries on numerous
occasions. Mr. O'Toole is currently a member ofBloard of Directors and vice chairman of St. Virnc€nllege Investment Committee.
We believe that Mr. O'Toole is a suitable membethefBoard of Directors because of his lengthy teraund extensive experience in the
energy industry and the knowledge of industry antiog, tax and financial practices he procured #/bgrving in senior tax and
financial positions with Phillips Petroleum Company

Mark A. Haney Mark A. Haney has served as a member of the Bdaldrectors of our general partner since July 28hd serves on
the Audit Committee and Conflicts Committee. Mr.ndg retired as Executive Vice President of Oleéind Polyolefins of CPChem in
December 2011. Prior to that time, Mr. Haney sea&&enior Vice President, Specialties, Aromatntk $tyrenics of CPChem from
2008 to 2011, and Vice President, PolyethyleneR€Bem from 2001 to 2008. Prior to joining CPCher001, he held several senior
positions with Phillips Petroleum Company, wherebbgan his career in 1977. We believe that Mr. Masi@ suitable member of the
Board of Directors because of his lengthy tenukexiensive experience in the energy industryjqaarly his leadership experience
with operating responsibilities.

Gary K. Adams Gary K. Adams has served as a member of the Bddbitectors of our general partner since Septen2i0d3. Mr.
Adams serves as the lead director of our generaiigra chair of the Conflicts Committee, and aleo/es on the Audit Committee. Mr.
Adams currently serves as chief advisor of Chemifal IHS Inc. He previously served more than 28rgevith Chemical Market
Associates Inc. (CMAI), during which he progressegresident, CEO and chairman of CMAI in 1997yswey that role until its
acquisition by IHS in 2011. He also serves as aectlir for Arabian American Development Company. h#keve that Mr. Adams is a
suitable member of the Board of Directors becatisgsdengthy tenure and extensive experienceerethergy industry, particularly his
leadership experience with operating responsibdgiti

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act o41@8e Act) requires directors and executive offoef our general partner, and
persons who own more than 10 percent of a regstess of our equity securities, to file reporft®wnership and changes in owners
of our common units with the U.S. Securities andlange Commission (SEC) and the NYSE, and to fanméswith copies of the forn
they file. To our knowledge, based solely uponwerg of the copies of such reports furnished tauwd written representations of our
officers and directors, during the year ended Ddim31, 2013, all Section 16(a) reports applicableur officers and directors were
filed on a timely basis.

Committees of the Board of Directors
The Board of Directors of our general partner hagadit Committee and a Conflicts Committee. Eatthe standing committees of 1
Board of Directors has the composition and respmlitgs described below.

Audit Committee

Our general partner has an Audit Committee comgjgif three directors, each of whom meets the iaddence and experience
standards established by the NYSE and the Ba.members of the Audit Committee are Messrs. Aataney, and O'Toole. Mr. O'Toole
serves as the chair of the Audit Committee, andBitard of Directors of our general partner hasmeitged that Mr. O'Toole is an audit
committee financial expert (as defined in the A€@ur Audit Committee assists the Board of Direcioriés oversight of the integrity of o
financial statements and our compliance with legmal regulatory requirements and corporate polamscontrols. Our Audit Committ
has the sole authority to retain and terminateimdependent registered public accounting firm, aperall auditing services and related
fees and the terms thereof, and pre-approve amandit services to be rendered by our independsistered public accounting firm.
Our Audit Committee is also responsible for confitgithe independence and objectivity of our indejgen registered public account
firm. Our independent registered public accounfimg has unrestricted access to our Audit Commit@er Audit Committee has a
written charter adopted by the Board of Directdreur general partner, which is available on oubsite at
http://www.phillips66partners.cotmy selecting “About,” then “Governance,” then “Coiittees,” and selecting “View the Audit
Committee Charter.”
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Conflicts Committee

Two members of the Board of Directors of our gehpaatner serve on our Conflicts Committee to rev@pecific matters that may
involve conflicts of interest in accordance witle tierms of our partnership agreement. The memiiehne €onflicts Committee are
Messrs. Adams and Haney, with Mr. Adams servinthashair. The Board of Directors of our generatmer determines whether to
refer a matter to the Conflicts Committee on a dasease basis. The members of our Conflicts Coteminay not be officers or
employees of our general partner or directorsceffi, or employees of its affiliates, and must nfeeindependence and experience
standards established by the NYSE and the Actri@smn an audit committee of a board of directbraddition, the members of our
Conflicts Committee may not own any interest in ganeral partner or any interest in us or our sliéses other than common units or
awards under our incentive compensation plan. ifgameral partner seeks approval from the Conflldmmittee, then it will be
presumed that, in making its decision, the Cordlitbmmittee acted in good faith, and in any protegdrought by or on behalf of any
limited partner or Phillips 66 Partners LP (thetRarship) challenging such determination, the petsinging or prosecuting such
proceeding will have the burden of overcoming spigsumption.

Code of Business Ethics and Conduct

We have adopted a Code of Business Ethics and Cofatudirectors and employees designed to hekpctiirs and employees resolve
ethical issues in an increasingly complex globalifess environment. Our Code of Business EthicsCamaluct applies to all directors
and employees, including the Chief Executive Offiaed the Chief Financial Officer. Our Code of Buessis Ethics and Conduct covers
topics including, but not limited to, conflicts witerest, insider trading, competition and fair ldeg discrimination and harassment,
confidentiality, payments to government personaeti-boycott laws, U.S. embargoes and sanctiomaptance procedures and
employee complaint procedures. Our Code of Busiké#sss and Conduct is posted on the “About” sectibour website under the
“Governance” caption. Unitholders may also reqpestted copies of our Code of Business Ethics aoddDct by following the
instructions located under the section "Websitee&sdo SEC Reports" in "ltems 1 and 2. Busines$aogerties."

Item 11. EXECUTIVE COMPENSATION

We and our general partner were formed in Febr2@fy8 and did not accrue any obligations with respecompensation for directors
and officers for the 2012 fiscal year or for anippperiods. Neither we nor our general partner lesnpny of the individuals who serve
as executive officers of our general partner aed@esponsible for managing our business. We arageahby our general partner, the
executive officers of which are employees of Pbdll66. We and our general partner have enteredamtomnibus agreement with
Phillips 66 pursuant to which, among other matters:

» Phillips 66 makes available to our general parthe services of the Phillips 66 employees wHbsgrve as the executive
officers of our general partner.

* Our general partner is obligated to reimbursllip166 for an allocated portion of the coststtRaillips 66 incurs in providing
compensation and benefits to certain Phillips 6@legees, including the executive officers of oungel partner who devote at
least a majority of their working time to our busés (but not the executive officers of our genpaatiner who devote less than a
majority of their working time to our business).

» Our general partner pays a fixed operationaladdinistrative support fee to Phillips 66 to couwenong other things, the
services provided to us by the executive officérsur general partner who devote less than a nigjofitheir working time to
our business.

Pursuant to the applicable provisions of our pastnip agreement, we reimburse our general partmehé costs it incurs in relation to
the Phillips 66 employees, including executiveasfs, who provide services to operate our busi@gs.Named Executive

Officers” (NEOSs) consist of our general partnetiset executive officer and our next two most highgmpensated executive officers
being:

« Greg C. Garland, Chairman of the Board of Directord Chief Executive Office
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* Tim G. Taylor, Presider
e J.T.(Tom) Liberti, Vice President and Chief Ogigrg Officer

Messrs. Garland and Taylor, who are also execufifieers of Phillips 66, devote the majority of theme to their respective roles at
Phillips 66 and also spend time, as needed, dyretinaging our business and affairs. Pursuanttdettms of the omnibus agreement,
we pay a fixed operational and administrative supfae to Phillips 66, which covers, among othéndls, the services provided to us by
Messrs. Garland and Taylor. Except with respeeattards that may be granted under the Phillips 668 LP 2013 Incentive
Compensation Plan (the ICP), which is discussedare detail below under the section “Our IncenBa@mpensation Plan,” Messrs.
Garland and Taylor do not receive any separate ata@i compensation for their services to our bessnor as executive officers of our
general partner and, except for the fixed operatiand administrative support fee we pay to PlilB, we do not otherwise pay or
reimburse any compensation amounts to or for Me@adand and Taylor.

Mr. Liberti devotes substantially all of his workinime to our business and, pursuant to the tefrtteecomnibus agreement, we
reimburse Phillips 66 for all the compensation hadefits paid to him with respect to time spent agamg our business.

Please see Note 16—Related Party TransactioDswibus Agreement, in the Notes to ConsolidateaiGial Statements, for additiol
information.

Summary Compensation Table

The following summarizes the total compensatiom paiour NEOs for their services in relation to business since Phillips 66’s
inception as a separate company in April 2012.

Change i
Pension Valu
anc
Non-Equity Nonqualifiec
Name ant Incentive Deferrec
Principal : Compensatio Compensatio All Other
Position Year®  Salary® Stock A""arg) Stock Opt'oé‘) Plan ($)® Earnings ($)” Compensatiof? Total
Greg C
Garland
Chief Executive
Officer @ 2013 $ — — — — — — —
2012 — — — — — — —
Tim G. Taylor,
President 2013 — — — — — — —
2012 — — — — — — —
J.T. (Tom)
Liberti,
Vice Presider
and
Chief Operating
Officer 2013 308,59: 495,74« 83,85( 267,31t 128,73. 32,89: 1,317,12
2012 184,89¢ 284,42. — 220,22¢ 190,33: 32,48¢ 912,36°

(1) Messrs. Garland and Taylor devote a small portdf their overall working time to our busineskeTtompensation these NEOs receive from Phillipis 8€lation to their
services for us do not comprise a material amo@itheir total compensation.

(2) All amounts for 2012 in this table reflect ca@npation received on or after Phillips 66's sepamatfrom ConocoPhillips.

(3) Includes any amounts that were voluntarily deefé under Phillips 66’s Key Employee Deferred Cenmgation Plan.

(4) Amounts shown represent the aggregate gramt 2t value of awards determined in accordancéwitS. generally accepted accounting principlesABAand reflect
awards granted under Phillips 66Performance Share Program (PSP) and Phillips B&stricted Stock Program. The amount shown isatiget set for the award, becaus
is the probable outcome at the setting of the tafgethe applicable performance period that thegit will be achieved for the PSP. If payout waslenat maximum, and
excluding any individual adjustments, the amountashwould double, although the value of the acpaglout would depend on Phillips 66’s stock pricéhattime of the
payout. If payout was made at minimum, the amoontdibe reduced to zero. The amounts shown for @svaom PSP relate to the respective thyeer performance periot
beginning in each of the years presented. The ataaimown for 2012 relate to three performance mxibeginning in 2012 and ending in 2012, 2013 &t#20n March 1,
2013, Mr. Liberti received promotional targets e ongoing performance periods of the PSP whichie2013, 2014 and 2015. Actual payout for theqremance
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period that ended in 2013 was approved by the iphib6 Compensation Committee at its February 2@&4dting. The fair market value on the date of pay@s $496,031.
On February 7, 2013, Mr. Liberti received a grartlg345 restricted stock units under the PhilliisRestricted Stock Program valued at $83,619, asqiahe Phillips 66
long-term incentive program. The restrictions ois #ward lapse on the third anniversary of the dgrdate. Termination for any reason other than i&tient or layoff at least
six months after the grant date, death or disapiésults in forfeiture, if the award is not vest@dayoff between six months and one year frongthet date results in a
prorated award.

(5) Amounts shown represent the aggregate grarmt 2t value of awards determined in accordancénV@RAP and reflect awards granted under the Phslfis Stock Option
Program. Stock options granted under that progranegally vest in three equal annual installmentgibeing with the first anniversary of the date foé grant and expire ten
years after the date of the grant. However, if &(N\has attained the early retirement age of 55 itk years of service, the value of the optiormtgd is taken in the year
grant or over the number of months until the exgeudttains age 55 with five years of service. Teation for any reason other than retirement ordéfyat least six months
after the grant date, death or disability resuttsforfeiture, if the award is not vested. A layméfween six months and one year from the grantréatdts in a prorated award.

(6) These are amounts paid under Phillips 66's ahbonus program for 2012 and 2013, including boam®unts that were voluntarily deferred under they lEmployee Deferre
Compensation Plan. These amounts were paid in feep2013 and February 2014, respectively.

(7) Reflects the actuarial increase in the presatie of the benefits under Phillips 8§ension plans determined using interest raterantality rate assumptions consistent v
those used in its financial statements. Interet essumption changes have a significant impat¢hempension values. There are no deferred compiense&rnings reported
in this column, as the nonqualified deferred conspéinn plans do not provide above-market or preféat earnings.

(8) Amounts shown represent company contributiomieuthe Phillips 66 Matching Gift Program, Phikis6’s tax-qualified savings plan and nqualified deferred compensati
plan.

Narrative Disclosure to Summary Compensation Tableand Additional Narrative Disclosure

Phillips 66 provides compensation to its executivethe form of base salaries, annual cash incerawards, long-term equity incentive
awards and participation in various employee bénpfans and arrangements, including broad-baseédwpplemental defined
contribution and defined benefit retirement plaPisillips 66 also provides certain additional betsefd its executives, such as personal
security and executive life insurance arrangeméntaddition, although our NEOs have not enteréd @mployment agreements with
Phillips 66, our NEOs are eligible to participateRhillips 66’s executive severance and changeirol plans, pursuant to which they
would receive severance payments and benefits froifips 66 in the event of an involuntary termioatof employment (with an
enhanced level of payment if such termination c&@uiconnection with a change in control of Phdl§6). In the future, as Phillips 66
and our general partner formulate and implementpasrsation programs for our NEOs, Phillips 66 andlorgeneral partner may
provide different and/or additional compensatiomponents, benefits and/or perquisites to our NE®©snsure that they are provided
with a comprehensive and competitive compensatiuttsire.

As explained above, Messrs. Garland and Tayloeaty devote a small portion of their overall wargitime to our business and the
compensation these NEOSs receive from Phillips G&lation to their services for us does not congpaisnaterial amount of their total
compensation. In addition, except for a fixed opereal and administrative support fee that we maRhillips 66 pursuant to the terms
the omnibus agreement, and any awards that mayanéegl in the future to Messrs. Garland and Tayhater the ICP, we will not pay
reimburse any compensation amounts to or for Me&asdand or Taylor. The following sets forth a maletailed explanation of the
elements of Phillips 66’s executive compensatiagpam for Mr. Liberti.

Base SalaryBase salary is designed to provide a competitixedfirate of pay recognizing employees’ differemels of responsibility
and performance. In setting an executive’s baseysdPhillips 66 considers factors including, bat limited to, the responsibility level
for the position held, market data for its releva@ér group, experience and expertise, individedlopmance and business results.

Annual Cash Bonushillips 66’s annual cash incentive program prosigarticipants with an opportunity to earn annaahcbonus
awards generally based on company, business whindividual performance. Target annual bonus leeeé established at the
beginning of each year and are based on a per@ofdabe executive’s eligible earnings. For 2018 2613, Mr. Liberti had an
annualized target bonus of 42 percent and 49 penaspectively, of his eligible earnings.

The base award is weighted equally for corporatebarsiness unit performance. For 2013 and 2012j#3h66 used the following
metrics in relation to the corporate performanc®laflips 66 as a whole when evaluating performaoc@annual bonus program
purposes, with the weightings specified as folloRestsonal Safety, Process Safety, Environmentalegtiship and Reliability Metrics
(20 percent), Cost Management (20 percent), AdjuBtrnings/Earnings Per Share (20 percent), Retui@apital Employed (20
percent), and Total Stockholder Return (20 percéitillips 66’'s compensation committee used itgjodnt in assessing results in
relation to the foregoing categories of criteriateard between zero and 200 percent of the [SE&Yet bonus. There are multiple av
units within Phillips 66 designed to measure peri@ance and reward employees according to busindisgarformance. Performance
criteria include
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guantitative and qualitative metrics specific tale@usiness unit, such as income, cost contrafywahd operational excellence, and
resource and talent management. Finally, an indaligerformance adjustment may be applied foniexatives and key employees. |
2012, Phillips 66 paid a cash bonus to Mr. Libatta level of approximately 175 percent of his ¢a@wvard level in recognition of
Phillips 66’s performance at above target levetssteveral of the above-specified criteria, as @&slits overall strong performance in the
remaining categories. This payout level also réééthe performance of his business unit. Additilgndr. Liberti received an upward
individual performance adjustment of 15 percent. Zl 3, Phillips 66 paid a cash bonus to Mr. Libata level of approximately 179
percent of his target award level in recognitiorPafllips 66’s performance at above target levElss payout level reflected the
performance of his business unit.

Long-Term EquityBased Compensation Awardhillips 66 maintains a long-term incentive programsuant to which it grants equity-
based awards in Phillips 66 stock to its executares key employees. For 2012, Phillips 66’s eqbaged awards for Mr. Liberti
consisted of performance shares granted unde&is &s identified in note (4) to the Summary Corspéan Table above. The PSP
awards consisted of restricted stock units thdtweist and be paid out based on Phillips 66’s parémce over periods ending at the enc
of fiscal years 2012, 2013 and 2014. Awards ard pat from zero to 200 percent of target dependim@hillips 66’s performance
relative to the applicable targets. Individual periance adjustments of +/- 50 percent can alsgyaptaximum payout, inclusive of

both corporate and individual payout, is 200 pef.céar the portion of the award covering the parfance period ending at the end of
fiscal year 2012, the performance metrics werestliae as those that applied under Phillips 66’s @rcash bonus program for 2012.
For the remaining two performance periods, payewls for the PSP awards will be based on Phiiis Total Stockholder Return (50
percent), as compared to a group of Phillips 66& pompanies, and Return on Capital Employed €60ent). Generally, performance
at the 50th percentile of the peer group wouldltésypayout at target levels, subject to any indiinal performance or other adjustments
that may be made by Phillips 66's Compensation Ciiteen Any shares awarded in relation to Phillipss@”SP are subject to an
additional 5-year escrow period and will be foelitf the recipient's employment terminates durimg 5-year escrow period for a
reason other than death, disability, layoff, oireshent after age 55 with five years of servicellips 66 also expects that its regular
equity compensation program for its executives inglude regular awards of stock options in Phsll§6, which is generally expected to
account for 50 percent of the total targeted valude equity-based awards going forward. HoweRéillips 66 did not grant any such
stock options in 2012.

For 2013, Phillips 66 adjusted the long-term incenprogram to include restricted stock units. Phegrams deliver 50 percent of long-
term target value in the form of performance shamits through the PSP, 25 percent in the formadlsbptions and 25 percent in the
form of restricted stock units. This reflects tlyelical nature of its business, promotes retentibhigh-performing talent and supports
succession planning. For PSP programs beginnig§i3, awards can be paid out from zero to 200 peafearget with individual
adjustments of +/- 50 percent. Maximum payout,uside of both corporate and individual payout,@8 percent. Payout levels will be
based on Phillips 66’s Total Stockholder Returnggécent), as compared to a group of Phillips péer companies, and Return on
Capital Employed (50 percent). Beginning in 2018yquts from the PSP will be paid out in cash atethe of the performance period.
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Outstanding Equity Awards at Fiscal Year End

As a newly formed partnership, we have not grardgad,none of our NEOs has received any grantgjaftyeor equity-based awards in
us and no such awards were outstanding as of Dexrediih 2013. We may make grants of equity and pdusised awards in us to our
NEOs, including Mr. Garland, Mr. Taylor and Mr. kiti, and other key employees under the ICP. Fditiadal information, pleas
read “Our Incentive Compensation Plan” below.

Our NEOs have received and may continue to reajuity or equity-based awards in Phillips 66 urfeleitlips 66’s equity
compensation programs. The following provides adidél information about Mr. Liberti’s outstandingudty awards in Phillips 66 as of
December 31, 2013.

Name Grant Date? Option Awards? Stock Awards
Equity
Incentive
Equity Plan Awards
Incentive Market o
Plan Awards Payou
Market Number o Value o
Number o Number o Numbe Value o Unearne Unearne
Securitie Securitie of Share Shares ¢ Shares, Uni Shares, Uni
Underlying Underlying or Units Units of or Othe or Othe
Unexercise Unexercise Optior Option of Stocl Stock Tha Rights Rights
Options Options  Exercist Expiration That Haw Have No That Hawv That Hawi
Exercisablé®  Unexercisabl Price Date Not Vested” Veste( Not Vested® Not Veste:
J.T. (Tom) Liberti 2/9/2007 3,60¢ — $ 29.5¢ 2/8/2017 — 3 — — % =
2/14/200¢ 3,49¢ — 35.3¢ 2/14/201¢ — — — —
2/12/201(C 14,01¢ — 21.5¢ 2/12/202(C — — — —
2/10/2011 8,662 7,06¢ 31.2¢ 2/10/2021 — — — —
2/9/2012 7,24¢ 14,50( 32.0¢ 2/9/202z — — — —
2/7/201= — 5,00( 62.17 2/7/202% — — — —
27,57¢ $ 2,126,93 23,59: $ 1,819,80

(1) The dates presented in this column representlétte the awards were granted by ConocoPhillipgifants prior to the separation from ConocoPhiflijjand by Phillips 66 for
all other awards. The awards granted prior to tleparation were converted to Phillips 66 equity agigain connection with the separation and genenaiyain subject to the
same original terms and conditions. All optionstieshree equal annual installments following thege of grant.

(2) All options shown in the table have a maximemmtfor exercise of ten years from the grant ddteder certain circumstances, the terms for exernisg be shorter, and in
certain circumstances, the options may be forfedted cancelled. All awards shown in the table has&ociated restrictions upon transferability.

(3) The options shown in this column vested andrnecexercisable in 2013 or prior years (althoughemcertain termination circumstances, the optioray still be forfeited).

(4) These amounts include unvested restricted stodkestricted stock units awarded under the R8Pérformance periods ending prior to May 1, 20TRBese amounts also
include the unvested restricted stock unit awartden the PSP for the performance period which eridecember 31, 2013, or prior. Restrictions on P8Rwals for
performance periods beginning prior to 2009 lapperuseparation from service. Restrictions on PSBrdw/for performance periods beginning in 2009 thglo 2012 lapse
five years from the grant date unless an electiaa made prior to the beginning of the performaneeqgul to defer lapsing of the restrictions untipseation from service.
Awards are subject to forfeiture if, prior to lapgi Mr. Liberti separates from service for a reasdher than death, disability, layoff, retiremeffitest reaching age 55 with fi\
years of service, or after a change of controlhaitgh Phillips 66's Compensation Committee hastitority to waive forfeiture. The awards have oting rights, but do
pay dividend equivalents in cash. PSP awards fdiop@ance periods beginning in 2013 or later widl paid out in cash at the end of the performanec®geThe value of the
awards reflects the closing price of Phillips 66teck, as reported on the NYSE, on December 3B, @J7.13).

(5) Reflects potential awards from ongoing perfoneeperiods under the PSP for performance periodiing December 31, 2014, and December 31, 2015eTawards are
shown at maximum levels; however, there is no asserthat awards will be granted at, below or abtarget after the end of the relevant performanegquls, as the
determination to make a grant and the amount ofgrant is within the judgment of Phillips 66’s Coemgation Committee. Until an actual grant is matlese unearned
awards pay no dividend equivalents. The valueefahunearned awards reflects the closing pricehilfifs 66's stock, as reported on the NYSE, ondbawer 31, 2013
($77.13).

Retirement, Health, Welfare and Additional Benef@sir NEOs are eligible to participate in the empbpenefit plans and programs
that Phillips 66 may from time to time offer to @mployees, subject to the terms and eligibiliguieements of those plans. Our NEOs
are also eligible to participate in tax-qualifiegfided contribution and defined benefit retiremglains to the same extent as all other
Phillips 66 employees. Phillips 66 also maintam&é supplemental retirement plans in which itcetiees and key employees
participate. Its voluntary deferred
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compensation plan (the Phillips 66 Key Employeeddefd Compensation Plan) allows executives to deddr the receipt and taxation
of a portion of their base salary until separatod annual bonus until a specific date or when Heparate from employment. Its
defined contribution restoration plan (the Phillg& Defined Contribution Make-Up Plan) restoresddis capped under Phillips 66's
qualified defined contribution plan due to InterRavenue Code limits. Finally, its defined benedgtoration plans (the Phillips 66 Key
Employee Supplemental Retirement Plan and theiph#é Supplemental Executive Retirement Planprestompany sponsored
benefits capped under the qualified defined bepefitsion plan due to Internal Revenue Code limmits@ovide additional nonqualified
pension benefits to executives who were hired id-caireer to partially compensate for the loss tifeent benefits from a previous
employer. Our NEOs, including Mr. Liberti, partieife in these programs and Phillips 66 remains resple for providing 100 percent
of the benefits thereunder. However, with respethé executives for whom we are obligated to reirsé Phillips 66 for an allocated
portion of compensation and benefits costs, wepeill periodic amounts to Phillips 66 pursuant otdrms of the omnibus agreement
representing Phillips 66's estimated costs for ftioig these benefits.

Severance and Change in Control Progrdehdlips 66 does not maintain individual severaacehange in control agreements with its
executives. Rather, Phillips 66 maintains an Exeeueverance Plan (ESP) and a Key Employee Char@entrol Severance Plan
(CICSP) to provide and preserve an economic matindor participating executives to consider a hass combination that might res
in an executive’s job loss and to compete effettiireattracting and retaining executives in anusidy that features frequent
acquisitions and divestitures.

Executive Severance PléThe ESP provides that if Phillips 66 terminatesehgloyment of an executive other than for cause, t
executive will receive the following benefits, whimay vary depending on salary grade level:

* Alump sum payment equal to one and one-hatfvortimes (one and one-half times in the case oflMrerti) the sum of the
executive’'s base salary and current target anrarald

* Alump sum payment equal to the present valud®increase in pension benefits that would rdsnh crediting the executive
with an additional one and one-half or two yearagé and service under the pension plan (one amdhalfiyears in the case of
Mr. Liberti).

* Alump sum payment equal to the cost of cenaifare benefits for an additional one and one-bativo years (one and one-
half years in the case of Mr. Liberti).

« Continued eligibility for a pro rata portion of t@nual bonus paid with respect to the year of itextion
» Layoff treatment under compensation plans tleaegally allows the executive to retain grants luflips 66 restricted stock and
restricted stock units, and maintain eligibility ®hillips 66 PSP awards for ongoing periods inchttie or she had participated
for at least one year.
Change in Control Severance Plarhe CICSP provides that, if within two years oftenge in control of Phillips 66, an executive’'s
employment is terminated, other than for causbyadhe executive for good reason, the executiveredeive the following benefits,

which may vary depending on salary grade level:

* Alump sum payment equal to two or three tintem (times in the case of Mr. Liberti) the sum of #xecutive's base salary and
the higher of current target annual bonus or tleFage of the two most recent bonus payments.

* Alump sum payment equal to the present valud®increase in pension benefits that would rdsnih crediting the executive
with an additional two or three years of age anglise under the pension plan (two years in the cadér. Liberti).

* Alump sum payment equal to the Company cosedfin welfare benefits for an additional two laree years (two years in the
case of Mr. Liberti).

+ Continued eligibility for a pro rata portion of th@nual bonus paid with respect to the year of iteation

87






Table of Contents
Index to Financial Statements

In addition, upon severance following a changeontml, an executive becomes eligible for vestim@li Phillips 66 equity awards and
lapsing of any restrictions, with continued abilityexercise any stock options for their remairimgns. After a change in control, the
CICSP may not be amended or terminated if the amentiwould be adverse to the interests of anytBégparticipant without the
participant’s written consent. Amounts payable urile CICSP are offset by any payments or bengéiy@ble under any of Phillips 6’
other plans.

Our Incentive Compensation Plan

Our general partner adopted the ICP for officeirgatiors and employees of our general partnesafiiliates, and any consultants,
affiliates of our general partner or other indivadkiwho perform services for us. Our general partmey issue our executive officers ¢
other service providers long-term equity based dwander the ICP, which awards will be intendedaimpensate the recipients thereof
based on the performance of our common units agid ¢bntinued employment during the vesting perasiyell as align their lontgrm
interests with those of our unitholders. We willresponsible for the cost of awards granted uruef@P, and all determinations with
respect to awards to be made under the ICP withdde by the Board of Directors of our general garor any committee thereof that
may be established for such purpose or by any dtdeyf the Board of Directors or such committe®jett to applicable law, which we
refer to as the plan administrator. The Board a&Etors of our general partner is currently dedigghas the plan administrator. The
following description reflects the principal termwisthe ICP.

General.The ICP provides for the grant, from time to timietee discretion of the Board of Directors of oengral partner or any
applicable committee or delegate thereof, subgeapplicable law, of unit awards, restricted urptsantom units, unit options, unit
appreciation rights, distribution equivalent righgsofits interest units and other unit-based awafthe purpose of awards under the ICF
is to provide additional incentive compensatiomdividuals providing services to us, and to aliga economic interests of such
individuals with the interests of our unitholdefie ICP limits the number of units that may bewsked pursuant to vested awards to
2,500,000 common units, subject to proportionajastchent in the event of unit splits and similaeets. Common units subject to
awards that are canceled, forfeited, or othervésminated without delivery of the common units il available for delivery pursuant
to other awards. Common units canceled for paymktstxes will not be available for delivery purstémother awards.

Restricted Units and Phantom Uniésrestricted unit is a common unit that is subjecforfeiture if the terms of vesting are not met.
Upon vesting, the forfeiture restrictions lapse #rarecipient holds a common unit that is not sabjo forfeiture. A phantom unit is a
notional unit that entitles the grantee to receivmmon unit upon the vesting of the phantomamnin a deferred basis upon specifiec
future dates or events or, in the discretion ofpta@ administrator, cash equal to the fair maviebie of a common unit. The plan
administrator may make grants of restricted andhfaira units under the ICP that contain such termssistent with the ICP, as the
administrator may determine are appropriate, ifnolyithe period over which restricted or phantomanmiill vest. The plan administral
may, in its discretion, base vesting on the grasteempletion of a period of service or upon thhiagement of specified financial
objectives or other criteria or upon a change ofticd (as defined in the ICP) or as otherwise dbecrin an award agreement.

Distributions made by us with respect to awardsesfricted units may be subject to the same vestiggirements as the restricted units

Distribution Equivalent RightsThe plan administrator, in its discretion, may ajsant distribution equivalent rights, either aansk-
alone awards or in tandem with other awards. istibn equivalent rights are rights to receive aroant in cash, restricted units or
phantom units equal to all or a portion of the cdisltributions made on units during the period ek an award remains outstanding.

Unit Options and Unit Appreciation Righfhe ICP also permits the grant of options covedagimon units. Unit options represent the
right to purchase a number of common units at aipé exercise price. Unit appreciation rightsnegent the right to receive the
appreciation in the value of a number of commornsuover a specified exercise price, either in @ash common units. Unit options a
unit appreciation rights may be granted to suaildé individuals and with such terms as the pldmiistrator may determine,
consistent with the ICP; however, a unit optiorunit appreciation right must have an exercise pempeal to at least the fair market ve
of a common unit on the date of grant.

Unit Awards.Awards covering common units may be granted urftei@P with such terms and conditions, includirgjrietions on
transferability, as the plan administrator may lelth.
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Profits Interest UnitsAwards granted to grantees who are partners, otgpido grantees in anticipation of the granteeiréceg a
partner or granted as otherwise determined by ldre gdministrator, may consist of profits intenesits. The plan administrator will
determine the applicable vesting dates, conditiongsting and restrictions on transferability amg other restrictions for profits
interest awards.

Other UnitBased AwardsThe ICP may also permit the grant of “other unisdxhawards,ivhich are awards that, in whole or in part,
valued or based on or related to the value of anaomunit. The vesting of another unit-based awaag bre based on a participant’s
continued service, the achievement of performaniteri@a or other measures. On vesting or on a dafidnasis upon specified future
dates or events, other unit-based awards may bdrpaash and/or in units (including restrictedtsnior any combination thereof as the
plan administrator may determine.

Source of Common Unit€ommon units to be delivered with respect to awardg be newly issued units, common units acquisedsh
or our general partner in the open market, comnmits already owned by our general partner or usyraon units acquired by our
general partner directly from us or any other permsioany combination of the foregoing.

Anti-Dilution Adjustments and Change in Contidlan “equity restructuring” event occurs that @buésult in an additional
compensation expense under applicable accountmglatds if adjustments to awards under the ICP mipect to such event were
discretionary, the plan administrator will equitabdjust the number and type of units covered loh @atstanding award and the terms
and conditions of such award to equitably reflbettestructuring event, and the plan administraitradjust the number and type of
units with respect to which future awards may nggd under the ICP. With respect to other singileents, including, for example, a
combination or exchange of units, a merger or clisestion or an extraordinary distribution of oursass to unitholders, that would not
result in an accounting charge if adjustment tord&avere discretionary, the plan administrator héle discretion to adjust awards in
the manner it deems appropriate and to make edgigajustments, if any, with respect to the nundfemits available under the ICP
and the kind of units or other securities availdblegrant under the ICP. Furthermore, upon anhswent, including a change in con
of us or our general partner, or a change in amylaregulation affecting the ICP or outstandingaads or any relevant change in
accounting principles, the plan administrator g#herally have discretion to (1) accelerate the tirhexercisability or vesting or
payment of an award, (2) require awards to be sdawed in exchange for a cash payment or substitbes rights or property for the
award, (3) provide for the award to be assumed siycaessor or one of its affiliates, with apprajgriadjustments thereto, (4) cancel
unvested awards without payment or (5) make otlgisaments to awards as the plan administrator desgrpropriate to reflect the
applicable transaction or event.

Termination of Employmen®The consequences of the termination of a granerafgoyment, membership on our general partner’s
Board of Directors or other service arrangemenitgéherally be determined by the committee in #rens of the relevant award
agreement.

Amendment or Termination of ICFhe plan administrator, at its discretion, may ieate the ICP at any time with respect to the
common units for which a grant has not previouglgrbomade. The ICP automatically terminates in 20B3. The plan administrator
also has the right to alter or amend the ICP organy of it from time to time or to amend any oatgting award made under the ICP,
provided that no change in any outstanding awarg lmeamade that would materially impair the vesigtts of the participant without
the consent of the affected participant or resutakation to the participant under Section 4094hef Code.

Compensation of Our Directors

The officers or employees of our general partnesfdrhillips 66 who also serve as directors of gemeral partner do not receive
additional compensation for their service as adtiimeof our general partner. Directors of our gahpartner who are not officers or
employees of our general partner or of Phillips@6independent directors,” receive compensat®described below. In addition,
independent directors are reimbursed for out-oflkpbexpenses in connection with attending meetirigse Board of Directors or its
committees. Each director will be indemnified fég hctions associated with being a director tdftiiest extent permitted under
Delaware law.

Each of our general partner’s independent directmsives an annual compensation package, whicisterof $70,000 in annual cash
compensation and $50,000 in annual equity basegensation. In addition, the chairman of the Auditr@nittee and the chairman of
the Conflicts Committee each receives an additi®d8/000 in annual cash compensation. The equityopoof the independent
directors’ compensation consists of phantom unisigd under
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the ICP, which are subject to a three-year regirigheriod. The phantom units are expected to batgd in tandem with distribution
equivalent rights, will be settled upon the expinatof the three-year restriction period and ameently expected to be settled in cash.
No deferral elections are expected to be permitiéd respect to the equ-based portion of the annual compensation packelgecash
portion of the annual compensation package is paidthly, unless a timely election is made by thiependent director to defer
payment.

Non-Employee Director Compensation Table

The following table summarizes the compensatiorofernon-employee directors for 2013.

Change in Pensit

Value ant
Fee: Nonqualifiec
Earne( Non-Equity Deferrec
or Paic Unit Optior Incentive Pla Compensatic All Other
Name in Cash® Awards® Awards Compensatic Earning: Compensatiof? Total
Gary K. Adams $ 26,66 16,67: — — — 1,52¢ 44 ,86¢
Mark A. Haney 35,00( 25,02¢ — — — 1,93( 61,95¢
Joseph W. O'Toole 40,00( 25,02¢ — — — — 65,02¢

(1) Reflects 2013 base cash compensation of $70p00€ated, payable to each non-employee diredto2013, non-employee directors serving in spetifiemmittee positions
also received the additional cash compensationritest above. Compensation amounts reflect adjudetated to various changes in Committee assigisrigy Board
members through the year, if any. Amounts showineirees Earned or Paid in Cash column includeamypunts that were voluntarily deferred. Mr. Adaras klected to
defer his cash compensation.

(2) Amounts represent the grant date fair valuarof awards. In 2013, non-employee directors reegtia grant of phantom units valued at $50,000 endtte of grant, prorated
for partial year of service, based on the averafjthe high and low prices for Phillips 66 PartnérB units on grant date.

(3) Includes amounts relating to use of the PHli§® corporate aircraft and associated paymentasyelating to certain taxes incurred by the diggcfThese primarily occur
when we request spouses or other guests to accgntipauirector to partnership functions, and aseauit, the director is deemed to make personabtisillips 66's or the
Partnership's assets. In such circumstances, ifittextor is imputed income in accordance with aipplicable tax laws, we will generally reimburse tfirector for the
increased tax costs.
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Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Equity Compensation Plan Information

The following table sets forth information aboutilis 66 Partners LP common units that may beddsunder all existing equity
compensation plans as of December 31, 2013.

Number of Securitie

Remaining
Available for
Number of Securitie Future Issuanc
to be Issued Upc Under Equity
Exercise ¢ WeightedAverage Compensation Plar
Outstandin Exercise Price ( (Excluding Securitie
Options, Warran Outstanding Option Reflected in Colum
Plan Category and Rightg1) Warrants and Right$) (@)
(a) (b) (©)
Equity compensation plans approved by secur (2
holders 2,171 $ — 2,497,82!

Equity compensation plans not approved by
security holders — — _

Total 2,171 $ = 2,497,82!

(1) Includes awards issued under the ICP.

(2) Includes 2,171 phantom units issued to non-eye@ directors that will be settled in cash upguslag of restrictions; however, the Partnershipaiees the right to settle the
phantom units with common units representing lichfiartner interests.

(3) There were no options outstanding under the &®f December 31, 2013.

The following table sets forth information regamlipersons who we know to be the beneficial owneérsare than five percent of our
issued and outstanding common units as of Febrldrg014.

Percentage ! Percentage !
Common Unit Common Unit  Subordinated Uni  Subordinated Uni  Percentage of Tol
Beneficially Beneficially Beneficially Beneficialy ~ Common Units ar
Name and Address Ownec Ownec Ownec Ownec Subordinated Uni
Phillips 66 Compan$?
3010 Briarpark Drive
Houston, TX 77042 16,328,36 46.4% 35,217,11 100.% 71.7%
Tortoise Capital Advisors,
LL.C.®@
11550 Ash Street
Suite 300
Leawood, KS 66211 2,280,06! 6.5% — — 3.2%

(2) Phillips 66 is the parent company of Philligd @ompany, the sole owner of the member interéstsrayeneral partner. Phillips 66 Company is thener of 16,328,362
common units and 35,217,112 subordinated unitdlif$h66 may, therefore, be deemed to benefic@ly the units held by Phillips 66 Company.
(2) Based solely on a Schedule 13G filed with t8€ 8n February 11, 2014, by Tortoise Capital Adrsst.L.C.
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The following table sets forth the beneficial owstép of units of Phillips 66 Partners LP held bgtedirector and NEO of Phillips 66
Partners GP LLC, our general partner, and by adlatiors and executive officers of our general garas a group as of February 14,
2014.

Percentage ¢

Percentage Total Commor

Percentage ¢ Subordinate Subordinate Units anc

Common Unit Common Unit: Units Units Subordinate

Beneficially Beneficially Beneficially Beneficially  Units Beneficially

Name of Beneficial Ownéer Ownec Owned Ownec Ownec Owned
NEOs and Directors

Greg C. Garland 35,00( Ex — _ *k

Greg G. Maxwell 30,00( b — _ ok

J.T. (Tom) Liberti 30,00( 5 — — ok

Tim G. Taylor 50,00( ok — _ ok

C.C. (Clayton) Reasor 20,00( e — — ok

Joseph W. O'Toole 25,00( ** — — ok

Mark A. Haney 20,00( s — — -

Gary K. Adams — o — _ *k

All Directors and Executive
Officers as a Group (9
Persons) 222,50( * — — **

*Unless otherwise indicated, the address for aliéficial owners in this table is 3010 Briarpark B, Houston, Texas 77042.
**The beneficial ownership does not exceed oneqrgraf the common units outstanding.

The following table sets forth the number of shareBhillips 66 common stock beneficially ownedod$-ebruary 14, 2014, except as
otherwise noted, by each director, director nomied named executive officer of our general paramer by all directors and executive
officers of our general partner as a group.

Total Commol
Stock Beneficiall  Restricted/Deferre  Options Exercisab  Percentage of Tol

Name of Beneficial Owner Ownec Stock Units* Within 60 Days™ Outstandin
NEOs and Directors
Greg C. Garland 41,29t 453,39: 285,64( *rk
Greg G. Maxwell 27,797 59,84« 31,81: el
J.T. (Tom) Liberti 4,862 29,38¢ 53,01¢ el
Tim G. Taylor 28,19¢ 90,95 62,20¢ el
C.C. (Clayton) Reasor 17,98: 63,50: 89,32( RS

Joseph W. O'Toole — — — _
Mark A. Haney — — — —
Gary K. Adams — — — _

All Directors and Executive Officers as a

Group (9 Persons) 129,48( 734,68( 588,96 RS
*Includes restricted or deferred stock units thatynbe voted or sold only upon passage of time.
**|Includes beneficial ownership of shares of comrstwtk that may be acquired within 60 days of Falyd 4, 2014, through stock options awarded undenpensation plans.
***The beneficial ownership does not exceed oneget of the common stock outstanding.
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Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

At December 31, 2013,

our general partner, Phibip$fartners GP LLC, and its affiliates owned 18,382 common units and

35,217,112 subordinated units, representing agdrdent limited partner interest in us. In additioar general partner owned 1,437,43:
general partner units representing a 2 percentrgepartner interest in us.

Distributions and Payments to Our General Partner ad Its Affiliates

The following table summarizes the distributionsl @ayments to be made by us to our general paatrekits affiliates in connection
with the ongoing operation and liquidation of Fp#l 66 Partners LP. These distributions and paysneate determined by and among
affiliated entities and, consequently, are notrdsult of arm’s-length negotiations.

Operational Stage

Distributions of
available cash to our
general partner and its
affiliates

Payments to our
general partner and its
affiliates

We generally make cash distributions of 98 pertethe unitholders pro rata, including Phillips @6,a
holder of an aggregate of common units and subateéhunits, and 2 percent to our general partissyraing
it makes any capital contributions necessary totadai its 2 percent general partner interest inruaddition,
if distributions exceed the minimum quarterly disiition and target distribution levels, the inceati
distribution rights held by our general partner wiltitle our general partner to increasing perages of the
distributions, up to 48 percent of the distribus@bove the highest target distribution level.

Assuming we generate sufficient distributable démli to support the payment of the full minimum qealy
distribution on all of our outstanding units foufoquarters, our general partner and its affiliatesld receive
an annual distribution of approximately $1.2 miflion the 2 percent general partner interest andB$a8lion
on their common units and subordinated units.

Under our partnership agreement, we are requireeintburse our general partner and its affiliatesal
costs and expenses that they incur on our behathémaging and controlling our business and oparati
Except to the extent specified under our omnibusegent, operational services agreement and tasngha
agreement, our general partner determines the anbtimese expenses and such determinations must be
made in good faith under the terms of our partripragreement. Under our omnibus agreement, we rgiseb
Phillips 66 for expenses incurred by Phillips 6@ #s affiliates in providing certain operationalpgort and
general and administrative services to us, inclgidie provision of executive management servicesebtain
officers of our general partner. The expensesloéroemployees are allocated to us based on therarabu
time actually spent by those employees on our legsinThese reimbursable expenses also includéoaalzke
portion of the compensation and benefits of empsyend executive officers of other affiliates of ganeral
partner who provide services to us. We also reisdhillips 66 for any additional out-of-pocket tsosnd
expenses incurred by Phillips 66 and its affiliateproviding general and administrative serviaess. The
costs and expenses for which we are required nobigise our general partner and its affiliates atesobject
to any caps or other limits.

Under our operational services agreement, we péljpBI66 for any direct costs actually incurred Bkillips
66 in providing our pipelines, terminals and steréagilities with certain maintenance, operational,
administrative and construction services.

Under our tax sharing agreement, we reimburseiphifié for our share of state and local incomeathdr
taxes incurred by Phillips 66 as a result of osules of operations being included in a combined or
consolidated tax return filed by Phillips 66 witgtspect to taxable periods on or after the compleifdhe
initial public offering (the Offering).
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Withdrawal or removal If our general partner withdraws or is removedgiseral partner interest and its incentive diatidn rights
of our general partner will either be sold to the new general partnerdash or converted into common units, in each casarf
amount equal to the fair market value of thoserasts.

Liguidation Stage

Liquidation Upon our liquidation, the partners, including oengral partner, will be entitled to receive liquidg
distributions according to their respective capgtatount balances.

Commercial and Other Agreements with Phillips 66 ad Related Parties

See the "Commercial Agreements," "Operational $es/Agreement,” "Omnibus Agreement" and "Tax Slgafigreement” sections of
Note 1t—Related Party Transactions , in the Notes to Cladeted Financial Statements, for summaries ot¢nms of these and other
agreements with Phillips 66 and related parties.

Procedures for Review, Approval and Ratification ofRelated Person Transactions

The Board of Directors of our general partner addg related party transactions policy that pravitiat the Board of Directors of our
general partner or its authorized committee wiliger on at least a quarterly basis all related @etsansactions that are required to be
disclosed under the SEC rules and, when appropimstielly authorize or ratify all such transaat& In the event that the Board of
Directors of our general partner or its authorizethmittee considers ratification of a related persansaction and determines not to sc
ratify, the code of business conduct and ethicsiges that our management will make all reasonefftets to cancel or annul the
transaction.

The related party transactions policy provides, timatletermining whether or not to recommend tligairapproval or ratification of a
related person transaction, the Board of Direadbisur general partner or its authorized committieeuld consider all of the relevant
facts and circumstances available, including (ffleable) but not limited to: (1) whether thereais appropriate business justification for
the transaction; (2) the benefits that accrue tasua result of the transaction; (3) the termslal to unrelated third parties entering
into similar transactions; (4) the impact of thensaction on a director’s independence (in theteerrelated person is a director, an
immediate family member of a director or an enitityvhich a director or an immediate family memb&adirector is a partner,
shareholder, member or executive officer); (5)ahailability of other sources for comparable prddwar services; (6) whether it is a
single transaction or a series of ongoing, rela&i@asactions; and (7) whether entering into thesaation would be consistent with the
code of business conduct and ethics.

Director Independence

Please see "Item 10. Directors, Executive Offiegrd Corporate Governance," for information on doeindependence required by It
407(a) of Regulation S-K.
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Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The following table presents fees for the year dridecember 31, 2013, for professional servicesopmed by our independent
registered public accounting firm, Ernst & YoungR.KEY).

Millions of
Dollars

Fees
Audit Feed1) $ 0.8
Audit-Related Fees —
Tax Fees —
All Other Fees —
Total $ 0.8

(1) Fees for audit services related to the fis@dryconsolidated audit, quarterly reviews, regisima statements, and services that were providembimection with statutory and
regulatory filings.

The audit fees presented above for the year endedrbber 31, 2013, were for professional servicedered during the period
subsequent to the Offering. Total audit fees irediprior to the Offering were $1.6 million and wewd by Phillips 66.

The Audit Committee has adopted a pre-approvatypahiat provides guidelines for the audit, auditted, tax and other non-audit
services that may be provided by EY to the Partnipra\ll of the fees in the table above were appbin accordance with this policy.
The policy (a) identifies the guiding principleathmust be considered by the Audit Committee irr@yipg services to ensure that EY’s
independence is not impaired; (b) describes thd,aawdlit-related, tax and other services that laprovided and the naudit service
that are prohibited; and (c) sets forth pre-approsguirements for all permitted services. Under plolicy, all services to be provided by
EY must be pre-approved by the Audit Committee. Ahdit Committee has delegated authority to appimsenitted services to the
Audit Committees Chair. Such approval must be reported to theeeAtidit Committee at the next scheduled Audit Catiea meeting
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PART IV

ltem 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@ 1. _Financial Statements and Supplementarg Dat
The financial statements and supplementary infdondisted in the Index to Financial Statementsiclwtappears on page
56, are filed as part of this Annual Report.

2. Financial Statement Schedules
Financial statement schedules are omitted bechegeate not required, not significant, not appliealr the information is
shown in another schedule, the financial statemantise notes to consolidated financial statements.

3. Exhibits
The exhibits listed in the Index to Exhibits, whighpears on pages 97 to 99, are filed as pari®Atmual Report.
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PHILLIPS 66 PARTNERS LP

INDEX TO EXHIBITS

Incorporated by Reference

Exhibit
Number

Exhibit Description Form

Exhibit
Number

Filing Date SEC File No.

3.1

3.2

10.1

10.z

10.c

10.4

10.t

10.¢

10.7

Certificate of Limited Partnership of Phillips 6&rthers LP. S

First Amended and Restated Agreement of Limitednaship of 8-K
Phillips 66 Partners LP dated as of July 26, 204t8/ben Phillips
66 Partners GP LLC and Phillips 66 Company.

Credit Agreement, dated as of June 7, 2013, amabiilipB 66 S-1/A
Partners LP, Phillips 66 Partners Holdings LLC, #P$é&n Chase
Bank, N.A., as administrative agent, The Royal Bah&cotland
PLC and DNB Bank ASA, New York Branch, as co-syatlimn
agents, Mizuho Corporate Bank, Ltd., The Bank dfyie
Mitsubishi UFJ, Ltd. and PNC Bank, National Asstioia, as co-
documentation agents, and each of RBS SecuritesNB
Markets, Inc., Mizuho Corporate Bank, The Bank okyo-
Mitsubishi UFJ, Ltd. and PNC Capital Markets LLG,jaint lead
arrangers and book runners, and the other comrhérniing
institutions parties thereto.

Contribution, Conveyance and Assumption Agreemaigdlas of 8-K
July 26, 2013, by and among Phillips 66 PartnersRt#llips 66

Partners GP LLC, Phillips 66 Partners Holdings LB6 Pipeline

LLC, Phillips 66 Company, Phillips Texas Pipelinertpany, Ltd.,
Phillips 66 Carrier LLC, and Phillips 66 Pipelin&C.

Omnibus Agreement dated as of July 26, 2013, byaamoing 8-K
Phillips 66 Company, Phillips 66 Pipeline LLC, Hipis 66 Partners

LP, Phillips 66 Partners Holdings LLC, Phillips 6arrier LLC,

and Phillips 66 Partners

GP LLC.

Operational Services Agreement dated as of Julp@863, by and 8-K
among Phillips 66 Partners Holdings LLC,
Phillips 66 Carrier LLC, and Phillips 66 Pipelin&C.

Tax Sharing Agreement dated as of July 26, 2018yden Phillips  8-K
66 and Phillips 66 Partners LP.

Transportation Services Agreement (Clifton Ridgafed as of July 8-K
26, 2013, between Phillips 66 Carrier LLC and Rsll66
Company.

Transportation Services Agreement (Sweeny to Pasadiated as  8-K
of July 26, 2013, between Phillips 66 Carrier LL@& &hillips 66
Company.

3.1

3.1

10.1

10.1

10.2

10.3

10.9

10.4

10.5

3/27/201:

7/26/201%

6/27/201:

7/30/201%

7/30/201:

7/30/201:

7/30/201:

7/30/201:

7/30/201%

333-187582

00136011

333-187582

00136011

00136011

00136011

00136011

00136011

00136011
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Incorporated by Reference

Exhibit Exhibit
Number Exhibit Description Form Number Filing Date SEC File No.
10.¢ Amended and Restated Throughput and Deficiency égesnt 8-K 10.6 7/30/201: 001-36011
(Hartford Connector) dated as of July 26, 2013wken Phillips 66
Carrier LLC and Phillips 66 Company.
10.€  First Amendment to Amended and Restated Througépait 10Q 10.1 10/31/201: 001-36011
Deficiency Agreement (Hartford Connector) dated3uly 26,
2013, between Phillips 66 Carrier LLC and Phillg&Company.
10.10° Terminal Services Agreement (Clifton Ridge) dated&July 26, 8-K 10.7 7/30/201: 001-36011
2013, between Phillips 66 Partners Holdings LLC Bhdlips 66
Company.
10.11° Terminal Services Agreement (Hartford and Pasaddaizd as of 8-K 10.8 7/30/201: 00136011
July 26, 2013, between Phillips 66 Carrier LLC #&tdllips 66
Company.
10.12* 1 Supplement dated December 19, 2013, to Terminaier
Agreement (Hartford and Pasadena) dated July 263, 2etween
Phillips 66 Carrier LLC and Phillips 66 Company.
10.13**  Phillips 66 Partners LP 2013 Incentive Compensaikam. 8K 10.1 7/26/201: 00136011
10.14**  Phillips 66 Partners GP LLC Deferred Compensatiam For Non-  10-Q 10.12 8/20/201: 001-36011
Employee Directors.
10.15** Form of Phantom Unit Award Agreement for Non-Em@ey 10Q 10.13 8/20/201: 001-36011
Directors under the Phillips 66 Partners LP 20X&iive
Compensation Plan.
12*  Computation of Ratio of Earnings to Fixed Charges.
21* List of Subsidiaries of Phillips 66 Partners LP.
23* Consent of Ernst & Young LLP, independent registqreblic
accounting firm.
31.1* Certification of Chief Executive Officer pursuantRule 13a-14(a)
under the Securities Exchange Act of 1934.
31.2* Certification of Chief Financial Officer pursuantRule 13a-14(a)
under the Securities Exchange Act of 1934.
32* Certifications pursuant to 18 U.S.C. Section 1350.

101.INS*

XBRL Instance Document.



101.SCH' XBRL Schema Document.
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Incorporated by Reference

Exhibit Exhibit
Number Exhibit Description Form Number Filing Date SEC File No.

101.CAL* XBRL Calculation Linkbase Document.

101.LAB* XBRL Labels Linkbase Document.

101.PRE XBRL Presentation Linkbase Document.

101.DEF’ XBRL Definition Linkbase Document.

* Filed herewith.
** Compensatory plan or arrangement.

t Confidential treatment has been granted doai portions of this Exhibit pursuant to a cdefitial treatment order granted by the
Securities and Exchange Commission. Such portiame been omitted and filed separately with theuBées and Exchange
Commission.

Tt Confidential treatment has been requestedeidain portions of this Exhibit pursuant to a ¢deftial treatment request filed with
the Securities and Exchange Commission on Feb2@rg2014. Such portions have been omitted and §iéparately with the
Securities and Exchange Commission.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

PHILLIPS 66 PARTNERS LP

By: Phillips 66 Partners GP LLC, its general partne

February 21, 2014 /sl Greg C. Garland

Greg C. Garland
Chairman of the Board of Directors
and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signedf Beloruary 21, 2014 , by the following
persons on behalf of the registrant and in the @éipa indicated.

Signature Title
/sl Greg C. Garland Chairman of the Board of Directors
Greg C. Garland and Chief Executive Officer

(Principal executive officer)
Phillips 66 Partners GP LLC

/sl Greg G. Maxwell Director, Vice President
Greg G. Maxwell and Chief Financial Officer
(Principal financial officer)
Phillips 66 Partners GP LLC

/s/ C. Doug Johnson Vice President and Controller
C. Doug Johnson (Principal accounting officer)
Phillips 66 Partners GP LLC
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/sl Gary K. Adams

Gary K. Adams

/sl Mark A. Haney

Mark A. Haney

/sl Joseph W. O'Toole

Joseph W. O'Toole

/sl C.C. (Clayton) Reasor

C.C. (Clayton) Reasor

/sl Tim G. Taylor

Tim G. Taylor
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Director
Phillips 66 Partners GP LLC

Director
Phillips 66 Partners GP LLC

Director
Phillips 66 Partners GP LLC

Director
Phillips 66 Partners GP LLC

Director
Phillips 66 Partners GP LLC



TERMS IN THIS EXHIBIT HAVE BEEN REDACTED BECAUSE CRFIDENTIAL TREATMENT FOR THOSE TERMS HAS
BEEN REQUESTED. THE REDACTED MATERIAL HAS BEEN FILESEPARATELY WITH THE SECURITIES AND
EXCHANGE COMMISSION, AND THE TERMS HAVE BEEN MARKEDAT THE APPROPRIATE PLACE WITH TWO
ASTERISKS (**).

Exhibit 10.1:

SUPPLEMENT TO THE
TERMINAL SERVICES AGREEMENT

This supplement (“Supplement”) to the Terminal $ms Agreement by and between Phillips 66 Carrle€ I(“Carrier”) anc
Phillips 66 Company (“Company”) is dated as of i®h day of December 2013.

WHEREAS, Carrier and Company are parties to the Terminalies Agreement whereby Company delivers ref
petroleum products to CarrierHartford Terminal and Pasadena Terminal wherei€astores, handles and delivers the product
pipelines, barges or transport trucks, as appléeabl

WHEREAS, on August 1, 2013, Carrier and Company clarifiea letter agreement that the “Base Throughput Eestribe
in Exhibit B of the Terminal Services Agreemenni applied to barrels of ethanol, biodiesel oreothdditives that are subject to
“Blending Fees’specified in the same Exhibit B (hereinafter thendieal Services Agreement and the August 1, 20tt8ri@agreeme!
are collectively referred to as the “Agreement”);

WHEREAS, Company requests and Carrier has agreed to iresdditional pumps at its Pasadena Terminal and bta
Terminal, and Company agrees to pay Carrier fdallisg such pumps; and,

NOW THEREFORE, for and in consideration of the forgoing, the mlit@venants, terms and conditions of the Agreer
and other good and valuable consideration, thepgeaad sufficiency of which are hereby acknowledig@arrier and Company agree
follows:

1. Unless otherwise noted, the capitalized terms tsegin shall have the definitions set forth in Teeminal Services Agreeme
2. At Companys request, Carrier agrees to install the followfangjlities at the identified terminal as set fobblow:

(@) Install a second B100 pump at the Hartford Termioahcrease B100 throughput and RIN geners

(b) Install higher capacity ULSD rack pumps at the Féeidt Terminal to increase load rates in up to thi{&edays; ant

(c) Install a second B100 pump at the Pasadena Tertaimatrease B100 throughput and RIN genere
3. Beginning January 1, 2014, Company will pay Cardejuarterly fee of ** with such fee due on or refdanuary 1, April .

July 1 and October 1 of each year during the feyear term of this Supplement. For clarity, Compahall pay the fir:
quarterly fee to Carrier on January 1, 2014, andtpea last quarterly fee to Carrier on or beforédber 1, 2018.

4. This Supplement shall be effective as of Decemhe2013 and shall terminate on December 31, 2018nihation of thi:
Supplement shall not relieve either Party fromdhkgations hereunder, all of which shall survieentination.
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TERMS IN THIS EXHIBIT HAVE BEEN REDACTED BECAUSE CRFIDENTIAL TREATMENT FOR THOSE TERMS HAS
BEEN REQUESTED. THE REDACTED MATERIAL HAS BEEN FILESEPARATELY WITH THE SECURITIES AND

EXCHANGE COMMISSION, AND THE TERMS HAVE BEEN MARKEDAT THE APPROPRIATE PLACE WITH TWO
ASTERISKS (**).

5. Except as expressly set forth herein, all othenseand conditions of the Terminal Services Agredrshall remain in full forc
and effect.

IN WITNESS WHEREOF, the duly authorized represewtat of the Parties have executed this Supplemenof she date fir:
above written.

PHILLIPS 66 CARRIER LLC PHILLIPS 66 COMPANY
By: s/ J. T. Liberti By: /sl John W. Wright
Title: Vice President Title: Senior VP, Commercial
Date: December 19, 2013 Date: December 19, 2013




Exhibit 12

PHILLIPS 66 PARTNERS LP

Computation of Ratio of Earnings to Fixed Charges

Millions of Dollars
Year Ended December 31

201: 201z 2011
Earnings Available for Fixed Charges
Income before income tax $ 61.2 41.4 38.¢
Fixed charges 0.2 — —
$ 61. 41.£ 38.¢
Fixed Charges
Interest and expense on indebtedness $ 2 — —
$ 3 — —

Ratio of Earnings to Fixed Charges 205.( N/A N/A




SUBSIDIARY LISTING OF PHILLIPS 66 PARTNERS LP

At December 31, 2013

Exhibit 21

Company Name

Incorporation Location

Phillips 66 Partners Holdings LLC

Delaware

Phillips 66 Carrier LLC

Delaware




Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference inrRbgistration Statement (Form S-8 No. 333-1901@5jgming to the Incentive

Compensation Plan of Phillips 66 Partners LP ofreport dated February 21, 20,14ith respect to the consolidated financial staety
of Phillips 66 Partners LP included in this AnnRaport (Form 10-K) for the year ended Decembe2813.

/sl Ernst & Young LLP

Houston, Texas
February 21, 2014



Exhibit 31.1

CERTIFICATION

I, Greg C. Garland, certify that:

1. | have reviewed this annual report on FornmK16F Phillips 66 Partners L

2. Based on my knowledge, this report does notatemny untrue statement of a material fact ortdmstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieding with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememig other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this

report;

4. The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(@)

(b)

()

(d)

Designed such disclosure controls and proceduregused such disclosure controls and procedures tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isitg prepared,

Designed such internal control over finanoggorting, or caused such internal control ovearitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataioce with generally accepted accounting princjples

Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntad report our conclusions
about the effectiveness of the disclosure contantsprocedures, as of the end of the period covgrelis report based on
such evaluation; and

Disclosed in this report any change in thegstegnt's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyea, the registrant’s internal control over finaiceporting; and

5. The registrant’s other certifying officer antldve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’'s board of direct(@spersons performing the
equivalent functions):

(@)

(b)

All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summaaizd report financial
information; and

Any fraud, whether or not material, that inked management or other employees who have aisatifole in the
registrant’s internal control over financial repogt

February 21, 2014

/sl Greg C. Garland
Greg C. Garland

Chairman of the Board of Directors and
Chief Executive Officer

Phillips 66 Partners GP LLC
(the general partner of Phillips 66 Partners LP)




Exhibit 31.2

CERTIFICATION

I, Greg G. Maxwell, certify that:

1. | have reviewed this annual report on FornmK16F Phillips 66 Partners L

2. Based on my knowledge, this report does notatemny untrue statement of a material fact ortdmstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieding with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememig other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this

report;

4. The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(@)

(b)

()

(d)

Designed such disclosure controls and proceduregused such disclosure controls and procedures tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isitg prepared,

Designed such internal control over finanoggorting, or caused such internal control ovearitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataioce with generally accepted accounting princjples

Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntad report our conclusions
about the effectiveness of the disclosure contantsprocedures, as of the end of the period covgrelis report based on
such evaluation; and

Disclosed in this report any change in thegstegnt's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyea, the registrant’s internal control over finaiceporting; and

5. The registrant’s other certifying officer antldve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’'s board of direct(@spersons performing the
equivalent functions):

(@)

(b)

All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summaaizd report financial
information; and

Any fraud, whether or not material, that inked management or other employees who have aisatifole in the
registrant’s internal control over financial repogt

February 21, 2014

/sl Greg G. Maxwell
Greg G. Maxwell

Director, Vice President and
Chief Financial Officer

Phillips 66 Partners GP LLC
(the general partner of Phillips 66 Partners LP)




Exhibit 3z

CERTIFICATIONS PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the Annual Report of Phillips Bértners LP (the Partnership) on Form 10-K forgéeod ended December 31,
2013, as filed with the U.S. Securities and Exgea@ommission on the date hereof (the Report), eatiie undersigned hereby
certifies, pursuant to 18 U.S.C. Section 1350,dmpeed pursuant to Section 906 of the Sarbanesy@deof 2002, that to their

knowledge:

(1) The Report fully complies with the requirementsSetctions 13(a) or 15(d) of the Securities Exchagfeof 1934; an

(2) The information contained in the Report faplgsents, in all material respects, the finarmdaldition and results of operations
of the Partnership.

February 21, 2014

/sl Greg C. Garland
Greg C. Garland

Chairman of the Board of Directors and
Chief Executive Officer

Phillips 66 Partners GP LLC
(the general partner of Phillips 66 Partners LP)

/sl Greg G. Maxwell
Greg G. Maxwell

Director, Vice President and
Chief Financial Officer

Phillips 66 Partners GP LLC
(the general partner of Phillips 66 Partners LP)




