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CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMEN TS

Targa Resources Corp.’s (together with its subsiliaother than Targa Resources Partners LP Rhgrfership”), collectively “we,” “us,” “Targa,” “RC,” or
the “Company”yreports, filings and other public announcements fray time to time contain statements that do nitatly or exclusively relate to historic
facts. Such statements are “forward-looking stateéme You can typically identify forwartboking statements within the meaning of Sectior\ 2F the
Securities Act of 1933, as amended, and Sectiond¥tBe Securities Exchange Act of 1934, as ameniledhe use of forwartboking statements, such
“may,” “could,” “project,” “believe,” “anticipate,™expect,” “estimate,” “potential,” “plan,” “forecgt” and other similar words.

”w ”ow ”ou m ”ou ” o ”ow

All statements that are not statements of histbfags, including statements regarding our futiimancial position, business strategy, budgetsjepted cosi
and plans and objectives of management for futpegations, are forward-looking statements.

These forwardeoking statements reflect our intentions, plang@eetations, assumptions and beliefs about futuemte and are subject to risks, uncertai
and other factors, many of which are outside owmtrob. Important factors that could cause actusiits to differ materially from the expectationpeessed ¢
implied in the forwardeoking statements include known and unknown rigkgown risks and uncertainties include, but arelimited to, the risks set forth
“Part I, Item 1A. Risk Factors.” of this Annual Repon Form 10-K (“Annual Report”) as well as tlwléwing risks and uncertainties:

+ the Partnershig’ and our ability to access the debt and equityketay which will depend on general market condgiamd the credit ratings for ¢
debt obligations

+ the amount of collateral required to be posted ftione to time in the Partnersl's transactions

« the Partnersh’s success in risk management activities, incluttieguse of derivative instruments to hedge commoitiks;
« the level of creditworthiness of counterpartiesaoous transactions with the Partnersl|

« changes in laws and regulations, particularly wétfard to taxes, safety and protection of the enwirent;

+ the timing and extent of changes in natural gagjrabgas liquids (“NGL"),crude oil and other commodity prices, interestgated demand for t
Partnershi’'s services

+ weather and other natural phenome
+ industry changes, including the impact of consdiaies and changes in competitic
+ the Partnersh’s ability to obtain necessary licenses, permitsahdr approvals

+ the level and success of crude oil and naturadgdlisng around the Partnershipassets, its success in connecting natural ggdiesipo its gatherir
and processing systems, oil supplies to its gathesystems and NGL supplies to its logistics andketang facilities and the Partnerstépsuccess
connecting its facilities to transportation and kess;

« the Partnershig’ and our ability to grow through acquisitions miernal growth projects and the successful intégrand future performance of st
assets

« general economic, market and business conditiartk

+ the risks described elsewhere in “Part I, Item RAsk Factors.'in this Annual Report and our reports and regigtrastatements filed from time
time with the United States Securities and Excha@gamission“SEC").

Although we believe that the assumptions underlyingforwardiooking statements are reasonable, any of the gstgums could be inaccurate, and, therel

we cannot assure you that the forwlydking statements included in this Annual Repoifl wrove to be accurate. Some of these and ottsis ran
uncertainties that could cause actual resultsfterdnaterially from such forward-looking statemeare more fully described in “Part I, Item 1A. REactors.”

in this Annual Report. Except as may be requirecapplicable law, we undertake no obligation to mhplupdate or advise of any change in any forward-
looking statement, whether as a result of new médron, future events or otherwise.
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As generally used in the energy industry and ia Arinual Report, the identified terms have theofslhg meanings:

Bbl Barrels (equal to 42 U.S. gallor

Bcf Billion cubic feet

Btu British thermal units, a measure of heating v

BBtu Billion British thermal units

/d Per day

/hr Per houi

gal U.S. gallons

GPM Liguid volume equivalent expressed as gallons pé01cu. ft. of natural ge
LPG Liguefied petroleum ga

MBbI Thousand barrel

MMBDbI Million barrels

MMBtu Million British thermal units

MMcf Million cubic feet

NGL(s) Natural gas liquid(s

NYMEX New York Mercantile Exchanc

GAAP Accounting principles generally accepted in thetekhiStates of Americ
LIBOR London Interbank Offer Rai

NYSE New York Stock Exchang

Price Index Definitions

IF-NGPL MC Inside FERC Gas Market Report, Natural Gas PipeMid-Continent
IF-PB Inside FERC Gas Market Report, Permian Bi

IF-WAHA Inside FERC Gas Market Report, West Texas WA

NY-WTI NYMEX, West Texas Intermediate Crude !

OPIS-MB Qil Price Information Service, Mont Belvieu, Te»
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PART |
Item 1. Business.

Overview

Targa Resources Corp. (NYSE: TRGP) is a publicdged Delaware corporation formed in October 2006. d& not directly own any operating assets
main source of future revenue therefore is fromegainand limited partner interests, including irtoen distribution rights (“IDRs”),in the Partnership,
publicly traded Delaware limited partnership (NYS¥ESLS) that is a leading provider of midstream naltgas and natural gas liquid services in the é¢
States. The Partnership is engaged in the busofegathering, compressing, treating, processing seilihg natural gas and storing, fractionatingating
transporting, terminaling and selling NGLs and N@ioducts, and gathering, storing and terminalingderoil, and storing, terminaling and selling refi
petroleum products.

On December 10, 2010, we completed an initial pubffering (“IPO”) of common shares in the Company. In the IPO, thi:ngeshareholders, including
member of our senior management, sold 18,831,260mm shares at a price of $22.00 per share. Wadtideceive any proceeds from the sale of shar
the selling shareholders. On completion of the IfP@re were 42,292,348 shares outstanding.

Financial Presentation

One of our indirect subsidiaries is the sole genpaatner of the Partnership. Because we contrelgéneral partner, under generally accepted adocg
principles we must reflect our ownership interesthie Partnership on a consolidated basis. Accglglithe Partnershig’financial results are included in
consolidated financial statements even though iteilslition or transfer of Partnership assets anétdd by the terms of the partnership agreementyell a:
restrictive covenants in the Partnershifgnding agreements. The limited partner intergsthe Partnership not owned by us are refleatedur results ¢
operations as net income attributable to noncdmgpinterests. Throughout this Annual Report, wake a distinction where relevant between finanaault:
and disclosures applicable to the Partnership getgse applicable to us as a standalone pardatling our non-Partnership subsidiaries (“Non-Penship’).
In addition, we provide condensed Parent only foi@rstatements as required by the SEC.

The Partnership files its own separate Annual Repfdre financial results presented in our constdiddinancial statements will differ from the firaal
statements of the Partnership primarily due toefffiects of:

+ our separate debt obligatior

+ federal income taxe:

+  certain retained general and administrative cqgiieable to us as a public compal

+  certain administrative assets and liabilities inbemt as a provider of operational and support sesvio the Partnershi

+ certain no-operating assets and liabilities that we retai

«  Partnership distributions and earnings allocabkhira-party common unitholders which are included in-controlling interest in our statements; ¢
« Partnership distributions applicable to our Gen®aitner interest, Incentive Distribution Rightslanvestment in Partnership common units. W\

these are eliminated when preparing our consolidéiteancial statements, they nonetheless are tmeapy source of cash flow that supports
payment of dividends to our stockholde
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Overview of the Business of Targa Resources Corp.
Our primary business objective is to increase @shavailable for dividends to our stockholdersabgisting the Partnership in executing its busisassegy
We may facilitate the Partnership’s growth througdrious forms of financial support, including, budt limited to, modifying the PartnershipIDRs
exercising the PartnershipIDR reset provision contained in its partnersgpeement, making loans, making capital contrimstim exchange for yielding
nonyielding equity interests or providing other finaacsupport to the Partnership, if needed, to supip® ability to make distributions. In additiowe may
acquire assets that could be candidates for atiquisiy the Partnership, potentially after openagioor commercial improvement or further developtnen
At February 10, 2014, our interests in the Partriprsonsist of the following:

+ a 2% general partner interest, which we hold thinoaigr 100% ownership interest in the general par

« all of the outstanding IDRs; at

« 12,945,659 of the 112,390,094 outstanding commais ohthe Partnership, representing an 11.5% dichftartnership interes
Our cash flows are generated from the cash distoibsi we receive from the Partnership. The Partgiis required to distribute all available caslhegt end ¢
each quarter after establishing reserves to profddeéhe proper conduct of its business or to ptevior future distributions. Our ownership of thengra
partner interest entitles us to receive 2% of adlhcdistributed in a quarter.
Our ownership of the IDRs of the Partnership estitls to receive:

+  13% of all cash distributed in a quarter after 88Bhas been distributed in respect of each commitrof the Partnership for that quart

+  23% of all cash distributed in a quarter after 8% has been distributed in respect of each commirof the Partnership for that quarter; ¢

+  48% of all cash distributed in a quarter after $6Zb has been distributed in respect of each commitrof the Partnership for that quari
The Partnership Agreement between the Partnerstiipia governs our relationship regarding certaimibarsement and indemnification matters. So lor
our only cash generating assets are our interasthe Partnership, we will continue to allocatethe Partnership substantially all of our generad
administrative costs other than our direct costbaifig a reporting company. Seketn 13. Certain Relationships and Related Traiwast and Directc
Independence.”
We employ 1,277 people. See “—Employees.” The Restip does not have any employees to carry oopisations.
Overview of the Business of the Partnership
We formed the Partnership in October 2006 to owperate, acquire and develop a diversified portfoffocomplementary midstream energy assets.
Partnership is a leading provider of midstream raigias, and NGL services in the United Stated) wigrowing presence in crude oil gathering ancopeirr
terminaling.
The Partnership is engaged in the business of:

« gathering, compressing, treating, processing allidg@atural gas

«  storing, fractionating, treating, transportingnté@raling and selling NGLs and NGL produc

+ gathering, storing and terminaling crude oil;

+ storing, terminaling and selling refined petroleproducts
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To provide these services, the Partnership opemteso primary divisions: (i) Gathering and Prosieg), consisting of two reportable segments}-Kielc
Gathering and Processing and (b) Coastal Gathenirty Processing; and (ii) Logistics and Marketintsdareferred to as the PartnerskiDownstreat
Business), consisting of two reportable segmenég-Lgistics Assets and (b) Marketing and Distiidnut For a detailed description of these assetzaga se
“—The Partnership’s Business Operations.”

The Partnershig’ midstream natural gas and NGL services footprias initially established through several acquissi from us, totaling $3.1 billion, tt
occurred from 2007 through 2010. In these transastthe Partnership acquired (1) natural gas gatheprocessing and treating assets in North TeWas
Texas, New Mexico and the Louisiana Gulf Coast @dNGL assets consisting of fractionation, tramgpgtorage and terminaling facilities, low sulfuatura
gasoline treating facilities (“LSNG”"pipeline transportation and distribution assetsppne storage and truck terminals primarily locatedr Houston, Tex
and in Lake Charles, Louisiana.

Since the completion of the final drop down acdigss from us in 2010, the Partnership has grovirstuntially, with large increases in a number ofriog a:
of yearend 2013, including its total assets (95%), adfu&iBITDA (70%), distributable cash flow (69%) andtdbutions to its common unitholders (39
The expansion of the Partnership’s business hasfoeted by a combination of major organic growthdstments in its businesses and acquisitions.

Organic Growth Projects

The Partnership continues to invest significantiteapo expand through organic growth projects. Heetnership has invested approximately $1.9 hillin
growth capital expenditures since 2007, includipgraximately $1 billion in 2013. These expansionestments were distributed across its businessés
54% related to Logistics and Marketing and 46% &ih@ring and Processing. The Partnership will comtito invest in both large and small organic gh
projects in 2014, with $650 million of estimateawth capital expenditures for announced projects.

Major organic growth projects completed or undenivejude:

« International Exportsin September 2013, the Partnership commissionedePhef its international export expansion projedtjch includes facilitie
at both of its Mont Belvieu facility and at its @akh Park Marine Terminal near Houston, Texas. Pha$ehis project expanded the Partnership’
export capability to approximately 3.5 to 4 MMBbérmpmonth of propane and/or butane. Included in Raetnerships Phase | expansion is
capability to export international grade low ethamepane. With the completion of Phase I, the Rastmips capabilities expanded to include loac
very large gas carrier (“VLGC”) vessels in addititm the small and mediusized vessels that the Partnership load for exg@wonstruction i
underway to further expand our propane and butateenational export capacity by approximately 2 MbBer month, with an expected comple
of Phase Il in the third quarter of 2014. The Remthip expects that the total cost of both phaéés mternational export project to be approxieig
$480 million.

+ Cedar Bayou Fractionator Train 4n August 2013, the Partnership commissioned aiitiaddl fractionator, Train 4, at its 88#wned Cedar Bayt
Fractionator (“CBF”)in Mont Belvieu, Texas. This expansion added 100bMBof fractionation capacity at CBF. The grosstcof Train 4 wa
approximately $385 million (the Partnership nettawas approximately $352 million

+ Badlands expansion prograiDuring 2013, the Partnership invested approxime$2B0 million to expand its gathering and procegs$insiness in tt
Williston Basin, North Dakota assets. The Partripraftreased its crude gathering and natural gsegag operations substantially with the addi
of pipelines, and associated facilities and addeddditional 20 MMcf/d natural gas processing pldhiring 2014, the Partnership anticipate:
investment of approximately $180 million for furttexpansion of this business, including an addéianyogenic processing plai

« North Texas Longhorn planThe Partnership is constructing a new 200 MMcfibgenic processing plant and related gatheringcamdpressio
facilities for North Texas to meet increasing pratitn and continued producer activity in the akeidh an anticipated completion in the second qu
of 2014. The Partnership expects a total estimetstiof approximately $150 million for the planteassociated project

6




Table of Content

+ SAOU High Plains plantThe Partnership is constructing a new 200 MMcf/gogenic processing plant and related gathering @mdpressio
facilities for SAOU to meet increasing productiondacontinued producer activity on the eastern sifithe Permian Basin, with an anticipe
completion date in m-2014. The Partnership expects a total estimatetdoéapproximately $225 million for the plant anssaciated project:

Additionally, the Partnership expects to have otirewth capital expenditures in 2014 related todbetinued build out of its gathering and procegsipstem
and logistics capabilities.

Acquisitions of Businesses and As:
In addition to the Partnership’s organic growthjpcts, the Partnership has made several busindsasapt acquisitions, including:
Badlands

On December 31, 2012, the Partnership acquiredi&a&idte Pipeline LLGS crude oil gathering pipeline and terminal systmd natural gas gather
and processing operations, collectively referrecaso‘Badlands™for cash consideration of approximately $976 millidhe business is located in
Bakken and Three Forks Shale plays of the Willidasin in North Dakota.

Petroleum Logistics

During 2011 and 2012, the Partnership acquirediedfpetroleum products and crude oil storage fes|iincluding potential export capabilities isexie:
of transactions. Facilities acquired were locatadtlee Houston Ship Channel, the Hylebos WaterwathénPort of Tacoma, Washington (th&alnc
Terminal”) and on the Patapsco River in Baltimddaryland (the “Baltimore Terminal”).

Growth Drivers

The Partnership believes its nearm growth will be driven by significant organicogith investments to meet strong supply and denfiandamentals for i
existing businesses. The Partnership believessgists are not easily duplicated and are locatedttive producing areas and near key markets arigtiley
centers. Over the longer term, the Partnership @gges growth will continue to be driven by protioo from shale plays and by the deployment of &
exploration and production technologies in bothiitig-rich natural gas and crude oil resource play® Partnership expects that thparty acquisitions wi
also continue to be a focus of its growth strategy.

Strong supply and demand fundamentals for the Restrip’s existing businesses

The Partnership believes that the current levetsilpEondensate and NGL prices and the forecgstieds for these energy commaodities have causetlipeo:
in and around its crude oil gathering and natueal gathering and gas processing areas of opetatifotus their drilling programs on regions richtires:
forms of hydrocarbons. Liquids rich gas is prevalgom oil wells in the Wolfberry, Cline and Cany@ands plays, which are accessible by the S
processing business in the Permian Basin; fromothevells in the Wolfberry and Bone Springs playslaedevelopment of the Central Basin, which
accessible by the Sand Hills system and the Versgdtem; from “oilier"portions of the Barnett Shale natural gas playeesfly portions of Montagu
Cooke, Clay and Wise counties, which are accesbiplhe North Texas Systeamd from oil wells in the Bakken and Three Forkayp| which are accessi
by its Badlands business in North Dakota.

The impact of high producer activity and resultM@L supplies from areas rich in oil, condensate @ls continue to generate demand for the Partigssh
fractionation services at the Mont Belvieu markabhAs a result of increasing demand, since 20&0Réartnership has added 178 MBbl/d of fractioni
capacity with the additions of CBF Trains 3 andThe Partnership also funded its share of the NGictimnation expansion at Gulf Coast Fraction:
(“GCF"). The strength of demand continues to berfedictionation service providers in the form ohdpterm, “take-or-pay’tontracts for new and existi
fractionation capacity. We believe that the highelumes of fractionated NGLs will also result incieased demand for other related ased servici
provided by the PartnershipDownstream Business. Continued demand for fraation capacity will lead to other growth opporties, such as the poten
to provide fractionation services at Mont Belvfeu producers in the Utica and Marcellus Shalayglin Ohio, West Virginia and Pennsylvania.
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As domestic producers have focused their drillimgiiude oil and liquids-rich areas, new gas prangsicilities are being built to accommodate ldg#ich
gas, which results in an increasing supply of NGAs drilling in these areas continues, demand fGiLBI requiring transportation and fractionation tarke
hubs is expected to continue. As the supply of N®ktgease, the Partnerstgghtegrated Mont Belvieu and Galena Park Termasakts allow the Partners
to provide the raw product, fractionation, storageerconnected terminaling, refrigeration and slipding capabilities to support exports by thirarty
customers.

Active drilling and production activity from ligus-rich natural gas shale plays and similar crude r@source plays

The Partnership is actively pursuing natural gakegang and processing and NGL fractionation opjaties associated with liquid#ch natural gas from shz
and other resource plays, such as portions of draddt, Eagle Ford, Utica and Marcellus Shaleswaitid even richer casinghead gas opportunities faative
crude oil resource plays, such as the Wolfberrg @her named variants of Wolfcamp, Spraberry, Deahother geologic crosgction combinations) and
Bone Springs, Avalon and Bakken Shale plays. Wéebelthat the Partnershg’leadership position in the Downstream Businedsiclwincludes it
fractionation services, provides it with a compeditadvantage relative to other gathering and @sing companies without these capabilities.

Bakken Shale / Three Forks opportuni

The production from the Bakken Shale and Three $-ptays is expected to make the Williston Basin ohthe fastest growing crude oil basins in thelds
As producers increased their knowledge of the bagitling efficiencies and completion techniques/a improved and production has increased signitfig:
Currently, much of the current oil production iartsported by truck from wells to terminals to baded onto rail cars or injected into pipelinesatitition
much of the current gas production is being flafidte Partnership believes that competition witlekimg and incentives to reduce flaring provide apaities
to grow volumes and expand its crude gatheringreatdral gas gathering and processing infrastrucamé that its position in the Williston Basin shballow
us to compete for expansion opportunities. In @ajtthe significant amount of uncommitted acreagegproximity to its system should provide furt
opportunities for system expansions.

Third party acquisitions

While the Partnership’growth through 2010 was primarily driven by thelementation of a focused drop down strategyPwenership and Targa also ha
record of completing third party acquisitions. Sirtbeir formation, their strategy has included agpnately $5.3 billion in acquisitions and growthpita
expenditures of which approximately $1.2 billionsafar acquisitions from third-parties. The Parthgrexpects that thirgarty acquisitions will continue to
a focus of its growth strategy.

Competitive Strengths and Strategies
We believe that the Partnership is well positiotedxecute its business strategies due to theaioilpcompetitive strengths:
Strategically located gathering and processing absse

Its gathering and processing businesses are predatty located in active and growtiiiented oil and gas producing basins. Activityhie shale resource pl¢
underlying its gathering assets is driven by ahdensate and NGL production and currently faverglices for those energy commodities. Increasgithd
and production activities in these areas wouldyikecrease the volumes of natural gas and cruldevailable to its gathering and processing systems

Leading fractionation and NGL infrastructure positi

The Partnership is one of the largest fractionatdrBlGLs in the Gulf Coast. Its primary fractiorati assets are located in Mont Belvieu, Texas arie
Charles, Louisiana, which are key market centerdNf@Ls and most are located at the major U.S. HUB@L infrastructure, Mont Belvieu, which include
number of mixed NGL (“mixed NGLs” or “Y-grade’Jupply pipelines, storage, takeaway pipelines ahdrdransportation infrastructure. Its Logisticsets
including fractionation facilities, storage weliss marine export/import terminal and related pipelsystems and interconnects, are also located are
connected to key consumers of NGL products inclgidire petrochemical and industrial markets. Thatioa and interconnectivity of these assets an
easily replicated, and the Partnership has sufficilditional capability to expand their capacithe Partnership has extensive experience in opgréties
assets and developing, permitting and constructévg midstream assets.
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Comprehensive package of midstream services

The Partnership provides a comprehensive packagereices to natural gas and crude oil producéres@ services are essential to gather crude gimbdes
and treat wellhead gas to meet pipeline standardiscaextract NGLs for sale into petrochemicalusidial, commercial and export markets. We belignag the
Partnerships ability to provide these integrated services joles an advantage in competing for new supplieauseethe Partnership can provide substan
all of the services producers, marketers and ottegpgire for moving natural gas and NGLs from wediti to market on a cosffective basis. Additionally, ti
Partnership believes the barriers to enter the tneids sector on a scale similar to the Partnerskige reasonably high due to the high cost ofcafitig asse
in key strategic positions, the difficulty of pettimg and constructing new midstream assets andiiffieulty of developing the expertise necessaryperat
them.

High quality and efficient asse

The Partnership’s gathering and processing systmsLogistics assets consist of high-quality, wedlintained facilities, resulting in lowest, efficien
operations. Advanced technologies have been impladdor processing plants (primarily cryogenictsinitilizing centralized control systems), measiesty
(essentially all electronic and electronically lukto a central dataase) and operations and maintenance to manageosaeks and implement preventa
maintenance schedules (computerized maintenancagearent systems). These applications have allongatiive management of its operations resultir
lower costs and minimal downtime. The Partnershaip éstablished a reputation in the midstream inglasta reliable and cosffective supplier of services
its customers and has a track record of safe diadest operation of its facilities. The Partnesiintends to continue to pursue new contracts, effisiencie:
and operating improvements of its assets. Suchawgments in the past have included new productimhe&reage commitments, reducing fuel gas and
volumes and improving facility capacity and NGL oeeries. The Partnership will also continue to mjte existing plant assets to improve and maxi
capacity and throughput.

In addition to routine annual maintenance expertbesPartnershig’ maintenance capital expenditures have averagadxamately $80 million per year ou
the last three years. We believe that the Partipgsshssets are wethaintained and anticipate that a similar level afimtenance capital expenditures will
sufficient for the Partnership to continue to opetaese assets in a prudent and cost-effectiveenan

Large, diverse business mix with favorable consaetd increasing f-based business

The Partnership maintains gas gathering and priogeg®sitions in strategic oil and gas producingaaracross multiple basins and provides servicdsi
attractive contract terms to a diverse mix of custts across its areas of operation. ConsequehéyRartnership is not dependent on any one oigasdasi
or customer. The Partnership’s Logistics and Mamkeassets are typically located near key markbsland near its NGL customers. They also serve-must
portions of the natural gas value chain, are prinége-based and have a diverse mix of customers.

The Partnership’s contract portfolio has attractaste and term characteristics, with a heavylfased component, especially in its Downstream Bgsiand it
Badlands operations. The Partnership expects aadsing percentage of its net operating cash flowse feebased given the higher rates for logistics a
contracts that are being newly executed or reneumder longterm contracts, the new projects underway, andimeng strong supply and dem:
fundamentals for this business. The Partnershiprgicuous growth of the fee-based Badlands busimel®rth Dakota will also contribute to increasifeg-
based cash flow.

Financial flexibility
The Partnership has historically maintained a cmagiee leverage ratio and ample liquidity and hasded its growth investments with a mix of equatyc

debt over time. Disciplined management of leverdiggyjdity and commodity price volatility allows ¢hPartnership to be flexible in its lotgrm growtt
strategy and enables it to pursue strategic atmuisiand large growth projects.
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Experienced and lor-term focused management team

The executive management team that formed us id 200tinues to manage us today. They possess dthraad depth of combined experience working it
midstream energy business. Other officers and keyational, commercial and financial employees pi®wsignificant experience in the industry and wit
assets and businesses.

Attractive cash flow characteristic

The Partnership believes that its strategy, contbimigh its highquality asset portfolio and strong industry fundataés, allows it to generate attractive ¢

flows. Geographic, business and customer divegsityances its cash flow profile. The Partnershigeld Gathering and Processing segment has aatale

contract mix that is primarily percent-of-proceelist also has increasing feased revenues from natural gas treating and casipre natural gas gatheri

and processing and crude oil gathering in its BakBbale assets. Contracts in its Coastal GatharidgProcessing segment are primarily hybrid (peroen
liquids with a fee floor) or percent-of-liquids doacts. The Partnershipfavorable contract mix, along with its commodigdging program, serves to mitig

the impact of commodity price movements on casiv.flo

The Partnership has hedged the commodity priceasskciated with a portion of its expected natgaal equity volumes through 2016 and NGL and corate
equity volumes through 2014 by entering into firiallg settled derivative transactions. Historicafiigese transactions have included both swaps aruthgse
puts (or floors). The primary purpose of its comiypdsk management activities is to hedge its esype to price risk and to mitigate the impact atfuation
in commodity prices on cash flow. The Partnersfip imtentionally tailored its hedges to approxinggecific NGL products and to approximate its acN@L
and residue natural gas delivery points. Althoulgl tlegree of hedging will vary, the Partnershignds to continue to manage some of its expost
commaodity prices by entering into similar hedges@ctions as market conditions permit. The Paiigiedso monitors and manages its inventory lewdtls a
view to mitigate losses related to downward pricgosure.

Asset base wepositioned for organic growth

We believe that the Partnerstifsset platform and strategic locations allowRthenership to maintain and potentially grow ittumees and related cash flo
as its supply areas continue to benefit from exgtion and development. At current and recent hisbprices, technology advances have resulteddrease
domestic oil and liquidsich gas drilling and production activity. The Idice of its assets provides the Partnership witteas to stable natural gas and cruc
supplies and proximity to enagse markets and liquid market hubs while positigrtime Partnership to capitalize on drilling andduction activity in thos
areas. The Partnershipexisting infrastructure has the capacity to harstime incremental increases in volumes withoutifiignt investments as well
opportunities to leverage existing assets with rimgdnl expansions. We believe that as domestic lsuppd demand for natural gas, crude oil and NGlns
services for each, grows over the long term, thenBeships infrastructure will increase in value as suchastructure takes on increasing importanc
meeting that growing supply and demand.

While we have set forth the Partnerskigtrategies and competitive strengths aboveugimbss involves numerous risks and uncertaintiéshamay prevel
the Partnership from executing its strategies qraich the amount of distributions to unitholderse3é risks include the adverse impact of changestira
gas, NGL and condensate/crude oil prices or instiply of or demand for these commodities, andnibility to access sufficient additional productitc
replace natural declines in production. For a mmmplete description of the risks associated withirvestment in the Partnership, sdterh 1A. Risl
Factors.”

The Partnership’s Relationship with Us

We have used the Partnership as a growth vehigletsue the acquisition and expansion of midstreatural gas, NGL, oil and other complementary ey
businesses and assets as evidenced by the Papgreestyuisitions of businesses from us. However, nieaat prohibited from competing with the Partngy
and may evaluate acquisitions and dispositionsdbatot involve the Partnership. In addition, thgbuts relationship with us, the Partnership hasess to
significant pool of management talent, strong comwmaé relationships throughout the energy indusind access to our broad operational, comme
technical, risk management and administrative gtftecture.
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As of December 31, 2013, we and our named execaffieers and directors have a significant owngrshterest in the Partnership through our ownershig
12.0% limited partner interest and our 2% genegatner interest. In addition, we own incentive rlittion rights that entitle us to receive an irmgie(
percentage of quarterly distributions of availabksh from the Partnership’operating surplus after the minimum quarterlytritigtion and the targ
distribution levels have been achieved. The PashiprAgreement with us governs its relationshiprdmg certain reimbursement and indemnificationtens
See “ltem 13. Certain Relationships and Related§aetions and Director Independence.”

The Partnership does not have any employees tg oatrits operations. We employ 1,277 people. Se&hployees.Following the conveyance of asset
the Partnership in September 2010, we charge theadpship for all the direct costs of the employassigned to its operations, as well as all gereame
administrative support costs other than its disegtport costs of being a separate reporting compadyour cost of providing management and supgovice:
to certain unaffiliated spuoff entities. The Partnership generally reimbunse$or cost allocations to the extent that therieaighip has required a current ¢
outlay by us.
The Partnership’s Challenges
The Partnership faces a number of challenges iteirgnting its business strategy. For example:

+  The Partnership has a substantial amount of indabgs which may adversely affect its financial s

+ The Partnershig’ cash flow is affected by supply and demand fhrnaitural gas and NGL products and by natural i3, and condensate pric
and decreases in these prices could adverselyt @&faesults of operations and financial conditi

« The Partnership’s lonterm success depends on its ability to obtain newces of supplies of natural gas, crude oil and-$iGvhich is subject !
certain factors beyond its control. Any decreasesupplies of natural gas, crude oil or NGLs coulldeasely affect the Partnerstdpbusiness ai
operating results

« If the Partnership does not successfully integaagets from acquisitions, its results of operatamdfinancial condition could be adversely affdc

+ If the Partnership does not make acquisitions westments in new assets on economically acceptaes or efficiently and effectively integrate r
assets, its results of operations and financiaflitiom could be adversely affecte

+ The Partnership is subject to regulatory, enviromale political, legal and economic risks, whichuttbadversely affect its results of operations
financial condition

+  The Partnershig growth strategy requires access to new capiight@ned capital markets or increased competitwnrfvestment opportunities col
impair the Partnersh’s ability to grow.

+ The Partnershig’ hedging activities may not be effective in redgcihe variability of its cash flows and may, inte@ circumstances, increase
variability of its cash flows

+ The Partnersh’s industry is highly competitive, and increased petitive pressure could adversely affect its bussrand operating resul

For a further discussion of these and other chgdlerthe Partnership faces, please read “Item 13k Ractors.”
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The Partnership’s Business Operations

The Partnership’s operations are reported in twisidins: (i) Gathering and Processing, consistifigvo segments—) Field Gathering and Processing ant
Coastal Gathering and Processing; and (ii) Logistizd Marketing, consisting of two segments—(a)itis Assets and (b) Marketing and Distribution.

Gathering and Processing Division

The Partnershig’ Gathering and Processing Division consists dfiggatg, compressing, dehydrating, treating, coaritig, processing and marketing nat
gas and gathering crude oil. The gathering of mhiyes consists of aggregating natural gas prodixoedvarious wells through small diameter gathgtines
to processing plants. Natural gas has a widelyingrgomposition depending on the field, the formatand the reservoir from which it is produced.
processing of natural gas consists of the extraafdmbedded NGLs and the removal of water vapat @her contaminants to form (i) a stream of mizdide
natural gas, commonly referred to as residue gak{(ig a stream of mixed NGLs. Once processedréise&lue gas is transported to markets througHipgs
that are owned by either the gatherers and processahird parties. Endsers of residue gas include large commercial addstrial customers, as well
natural gas and electric utilities serving indivatlconsumers. The Partnership sells its residueigfasr directly to such englsers or to marketers into intras
or interstate pipelines, which are typically lochte close proximity or with ready access to thetfaship’s facilities. The gathering of crude oil consists
aggregating crude oil production primarily througgithering pipeline systems, which deliver cruda tmmbination of other pipelines, rail and truck.

The Partnership continually seeks new suppliesabinal gas and crude oil, both to offset the natealine in production from connected wells andnitreas
throughput volumes. The Partnership obtains additioatural gas and crude oil supply in its opagatireas by contracting for production from newlsvet by
capturing existing production currently gathereddilgers. Competition for new natural gas and croiflesupplies is based primarily on location of ds;
commercial terms, service levels and access toetmarkhe commercial terms of natural gas gatheamjprocessing arrangements and crude oil gathare
driven, in part, by capital costs, which are impdcby the proximity of systems to the supply souned by operating costs, which are impacted byaijmera
efficiencies, facility design and economies of scal

The Partnership believes that its extensive asst bnd scope of operations in the regions in wihioperates provides it with significant opportigs to ad
both new and existing natural gas and crude oitlyection to its areas of operations. We believe that Partnershig’ size and scope gives it a str
competitive position through close proximity to @ade number of existing and new producing wellstsnareas of operations allowing the Partnersh
generate economies of scale and to provide itomests with access to its existing facilities andntatiple enduse markets and market hubs. Additionally
believe that the Partnership’s ability to servedtstomers’needs across the natural gas and NGL value chatinefuaugments its ability to attract r
customers.

Field Gathering and Processing Segm

In 2013, the Field Gathering and Processing seggeghered and processed natural gas from the PeBaisin in West Texas and Southeast New Mexict
Fort Worth Basin, including the Barnett Shale, iarth Texas and the Williston Basin in North Dakofhe natural gas processed in this segment is isa
through the Partnership’gathering systems which, in aggregate, consisippfoximately 11,300 miles of natural gas pipdimand include ten owned
operated processing plants. During 2013, the Pahipprocessed an average of a 780.1 MMcf/d afrahas and produced an average of 91.9 MBb
NGLs.

In addition to the Partnership natural gas gatlgeaind processing, its Badlands operations incluckeide oil gathering system and two terminals witinde oi
operational storage capacity of 70 MBbl.

The Partnership believes that it is well positiomsda gatherer and processor in the Permian, Forthvénd Williston Basins. The Partnership belietres it
proximity to production and development activitigbows the Partnership to compete for new suppiesatural gas and crude oil because of its I
competitive costs to connect new wells and to meeelditional natural gas in its existing proceggilants. Additionally, because the Partnershipates all o
its plants in these regions, it is often able tdinect natural gas among its processing plantsyigirg operational flexibility and allowing it toptimize
processing efficiency and further improve the gatdtility of its operations.
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The Field Gathering and Processing segment’s dpesatonsist of Sand Hills, Versado, SAOU, Nortixd®and Badlands, each as described below.
Sand Hills

The Sand Hills operations consist of the Sand Hdifid Puckett gathering systems in West Texas. Testems consist of approximately 1,500 miles ofirzd
gas gathering pipelines. These gathering systeembarpressure gathering systems with significant congioesassets. The Sand Hills refrigerated cryoc
processing plant has a gross processing capacityMMcf/d and residue gas connections to pipslmened by affiliates of Enterprise Products PastheP
(“EPP”), Kinder Morgan, Inc. (“Kinder Morgan”) andNEOK, Inc. (“ONEOK?").

Versado

Versado consists of the Saunders, Eunice and Montugaes processing plants and related gatheringmgsin Southeastern New Mexico and in West Ti
Versado consists of approximately 3,350 miles ¢firz gas gathering pipelines. The Saunders, EwandeMonument refrigerated cryogenic processingtg
have aggregate processing capacity of 240 MMcfiL (MMcf/d, net to the Partnershigpownership interest). These plants have residsecganections -
pipelines owned by affiliates of Kinder Morgan alMidAmerican Energy Company. The Partnerssipwnership in Versado is held through Versado
Processors, L.L.C., a consolidated joint ventuag i 63% owned by the Partnership and 37% ownedhgywron U.S.A. Inc.

SAOU

SAOU includes approximately 1,800 miles of pipedime the Permian Basin that gathers natural gaddtivery to the Mertzon, Sterling and Conger paseg
plants. SAOU is connected to thousands of produeietis and over 840 central delivery points. SA@Uprocessing facilities are refrigerated cryog
processing plants, with an aggregate processingcdgpof approximately 169 MMcf/d. These plants éaesidue gas connections to pipelines owne
affiliates of Atmos Energy Corporation (“Atmos”)PP, Kinder Morgan, Northern Natural Gas Company@N&EOK.

The Partnership is currently constructing the HRiains plant, a new 200 MMcf/d cryogenic procesgitant and related gathering and compression fias
with an anticipated completion date in n#814. The new plant will enable SAOU to meet insieg production and continued producer activitythoa easter
side of the Permian Basin.

North Texas

North Texas includes two interconnected gatheriygjesns with approximately 4,500 miles of pipelingathering wellhead natural gas for the Chico
Shackelford natural gas processing facilities. €h@ants have residue gas connections to pipetiweed by affiliates of Atmos, Energy Transfer FuB| EPF
and Natural Gas Pipeline Company of America LLC.

The Chico gathering system consists of approxim&el00 miles of gathering pipelines. Wellhead reltgas is either gathered for the Chico plant tedar
Wise County, Texas, and then compressed for proggss it is compressed in the field at numeroaspressor stations and then moved via one of sk
highpressure gathering pipelines to the Chico plané filant has an aggregated processing capacitysoMdcf/d and an integrated fractionation capacit
15 MBbl/d. The Shackelford gathering system inctu@pproximately 2,100 miles of gathering pipeliresl gathers wellhead natural gas largely fol
Shackelford plant in Albany, Texas. Natural gasigetd from the northern and eastern portions oftieckelford gathering system is typically compeesis
the field at numerous compressor stations and tlamsported to the Chico plant for processing. $hackelford plant has an aggregate processing itapd
13 MMcf/d.

To meet increasing production and producer activitiorth Texas, the Partnership is currently carding the Longhorn plant, a new 200 MMcf/d cryoim
processing plant, with expected completion in #xsad quarter of 2014.
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Badlands

The Badlands operations are located in the BakkenTaree Forks Shale of the Williston Basin in Motakota and include crude oil gathering pipelirk
MBBbI of operational crude storage capacity at thiendons Corner Terminal, and 30 MBbI of operatiamatie storage capacity at the Alexander Termifiad
Partnership has an additional 30 MBbl of operatiamade oil storage under construction at New Tawmd 25 MBDbI of operational crude oil storage ul
construction at Stanley. Badlands also includegraias gathering pipelines and a natural gasegsieg plant that was expanded in the third quaft@o1:
by 20 MMcf/d to a gross processing capacity of al3@uMMcf/d.

During 2013, the Partnership invested approxima$$0 million to expand its Badlands crude oil gaihg and gas gathering and processing sys
including the natural gas processing plant expansientioned above.

The following table lists the Field Gathering amddéessing segment’s processing plants and relatednes for the year ended December 31, 2013:

Estimated Gros:
Processing Gross Plant Natural ~ Gross NGL

Capacity Gas Inlet Throughput  Production Process Operated or
Facility % Owned Location (MMcf/d)(1)  Volume (MMcf/d) (9)  (MBbl/d) (9) Type (8) Non-Operated
Sand Hills
Sand Hills 10C Crane, TX 175.( 148.¢ 17.2 Cryo Operatec
Puckett (2) 7.C 0.1
Area Total 175.( 155.¢ 17.5
Versado
Saunders (3), (4 63 Lea, NM 60.C 29.¢ 3.1 Cryo Operatec
Eunice (3), (4 63 Lea, NM 95.C 75. 9.7 Cryo Operatec
Monument (3), (4 63 Lea, NM 85.( 51.k 6.C Cryo Operated
Area Total 240.( 156.: 18.¢
SAOU
Mertzon 10C Irion, TX 52.C 52.¢ 8.2 Cryo Operatec
Sterling 10C Sterling, TX 92.C 77.2 111 Cryo Operatec
Conger 10C Sterling, TX 25.C 23.c 3.C Cryo Operated
Area Total (7) 169.( 153.: 22.L
North Texas
Chico (5) 10C Wise, TX 265.( 284.4 30.C Cryo Operatec
Shackelford 10C Shackelford, TX 13.C 9.2 1.1 Cryo Operated
Area Total (7) 278.( 293.¢ 31.1
Badlands
Little Missouri (6) 10C McKenzie, ND 38.( 21.2 1.¢€ RA Operated
Segment System Total 900.( 780.4 91.7

(1) Gross processing capacity may differ from naategprocessing capacity due to multiple factoctuiding items such as compression limitations, and
quality and composition of the gas being proces

(2) Puckett volumes are gathered in our pipelines aodgssed at thi-party plants

(3) Includes throughput other than plant inlet, prifyafiom compressor station

(4) These plants are part of our Versado joint vent@apacity and volumes represent 100% of owneliskgpest.

(5) The Chico plant has fractionation capacity of agprately 15 MBbl/d.

(6) Additional refrigerated compression will be installin March 2014, bringing the gas plant througtgaygtacity to 44 MMcf/d

(7) Includes volumes gathered in our pipelines thabasend our current plant capacity and are proceasether thir-party plants

(8) Cryo- Cryogenic; RA- Refrigerated Absorption Processil

(9) Operational reports are used as the sourtteedBross Inlet Throughput and NGL Production fentain plant statistics listed above, which mayyeom
financial statistics by insignificant amoun

Coastal Gathering and Processing Segment

The Partnershig’ Coastal Gathering and Processing segment asedtxated in the onshore region of the Louisiané Goast, accessing natural gas fromr
Gulf Coast and the Gulf of Mexico. With the stratelgpcation of its assets in Louisiana, the Padhgr has access to the Henry Hub, the largestalajas hu
in the U.S., and to a substantial NGL distributsystem with access to markets throughout Louisemé the southeast U.S. The Coastal Gatherini
Processing segmentassets consist of LOU and the Coastal Stradedes) as described below. For the year ended 20&Rdrtnership processed an ave
of 1,330.1 MMcf/d of plant natural gas inlet andguced an average of 44.9 MBbl/d of NGLs.
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LOU

LOU consists of approximately 1,000 miles of gaithgrsystem pipelines in Southwest Louisiana. Thieréng system is connected to numerous prodi
wells, central delivery points and/or pipeline netennects in the area between Lafayette and Lakel€h Louisiana. The gathering system is a Ipigdssur
gathering system that delivers natural gas forgssing to either the Acadia or Gillis plants vieethmain trunk lines. The processing facilitiedude the Gilli
and Acadia processing plants, both of which aregepic plants. The Big Lake plant, also cryogersclocated near the LOU gathering system. T
processing plants have an aggregate processingittapfapproximately 440 MMcf/d. In addition, ti@illis plant has integrated fractionation with ogémc
capacity of approximately 11 MBbl/d.

Coastal Straddles

Coastal Straddles process natural gas produced shathowwater central and western Gulf of Mexico naturad gzells and from deep shelf and deepw
Gulf of Mexico production via connections to thipdsty pipelines or through pipelines owned by thetfership. Coastal Straddles has access to maets
the U.S. through the interstate natural gas pipslio which they are interconnected. The indusintinues to rationalize gas processing capacitygtbe Gul
Coast by moving gas from older, less efficient {dain higher efficiency cryogenic plants. In thetlawo years, the Yscloskey, Calumet and othedbarty
plants have been shut-down, with most of the preduolumes going to more efficient plants suchtei¥enice, Lowry and Barracuda plants.

VESCO

Through the Partnership76.8% ownership interest in Venice Energy Sesvicempany, L.L.C., it operates the Venice gas plahich has a aggreg:
processing capacity of 750 MMcf/d and the Veniceh®ang System (“VGS”that is approximately 150 miles in length and ha®ominal capacity ¢
320 MMcf/d (collectively “VESCO").VESCO receives unprocessed gas directly or indirémdm seven offshore pipelines and gas gathesystem
including the VGS system. VGS gathers natural gas the shallow waters of the eastern Gulf of Mexaad supplies the VESCO gas plant.

Other Coastal Straddles

Other Coastal Straddles consists of three whollpexivand operated gas processing plants (one ned)idhd three partially owned plants which are
operated by the Partnership. These plants, havingggregate processing capacity of approximaté$S33MMcf/d, are generally situated on main
natural gas pipelines near the coastline and psoaglsmes of natural gas collected from multiplésiobre gathering systems and pipelines throughw
Gulf of Mexico. Coastal Straddles also has owngrshitwo offshore gathering systems that are opdraty the Partnership. The Pelican and Sea
gathering systems have a combined length of apmately 175 miles and a combined capacity of appnaiely 230 MMcf/d. These systems ga
natural gas from the shallow waters of the cer@alf of Mexico and supply a portion of the natugak delivered to the Barracuda and Lowry proce
facilities.
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The following table lists the Coastal Gathering #&rdcessing segmeathatural gas processing plants and related voldarethe year ended December
2013:

Estimated Gros:
Processing Plant Natural Gas

Location Parish, Capacity Inlet Throughput  NGL Production Process Operated or

Facility % Owned State (MMcf/d) (1)  Volume (MMcf/d) (MBbl/d) Type (2) Non-operated
LOU

Gillis (3) 10C Calcasieu, LA 18C 171.C 6.8 Cryo Operatec

Acadia 10C Acadia, LA 80 21.¢ 0.¢ Cryo Operatec

Big Lake 10C Calcasieu, LA 18C 158.1 2.€ Cryo Operated

Area Total 44C 350.¢ 10.c

VESCO (4), (5) 76.¢ Plaguemines, L/ 75C 515.t 21k Cryo Operatec
Other Coastal Straddles (6

Barracude 10C Cameron, LA 19C 58.¢ 1.7 Cryo Operatec

Stingray (7) 10C Cameron, LA 30C 96.€ 2.E RA Operatec

Lowry 10C Cameron, LA 26& 176.¢ 4.3 Cryo Operatec

Terrebonne (8),

9) 4.€ Terrebonne, L/ 95C 19.€ 0.€ RA Non-operatec
Toca (8), (9 9.2 St. Bernard, LA 1,15(C 38.c 1.2 Cryo/RA Non-operatec
Sea Robin (8 0.€ Vermillion, LA 70C 15.¢ 0.t Cryo Non-operatec
Other (10) 57.€ 2.3

Area Total 3,55¢ 463.7 13.1
Consolidated System Total 4,74 1,330.: 44.¢

(1) Gross processing capacity may differ from naategprocessing capacity due to multiple factoctuiding items such as compression limitations, ted
quality and composition of the gas being proce:

(2) Cryo- Cryogenic Processing; R— Refrigerated Absorption Processil

(3) The Gillis plant has fractionation capacity of appmately 11 MBbl/d.

(4) Plant natural gas inlet throughput volumes\&SCO represent 100% of the volumes associatedtiétiplant as we consolidate VESCO'’s results due to
our 76.8% ownership intere:

(5) VESCO also includes an offshore gathering systetin ascombined length of approximately 150 mi

(6) Other Coastal Straddles also includes two offsigatbering systems which have a combined lengtippfaximately 175 miles

(7) The Stingray Plant was idled on December 8, 201&stMf the producer volumes from this plant wereveabto either the Barracuda or Lowry Plai

(8) Plant natural gas inlet throughput volumes for-operated plants represent volumes associated witbvenership percentage

(9) Our ownership is adjustable and subject to anreddtermination based on our proportionate shaosvoers productior

(10) Other includes Sabine Pass and Neptune volpnoegsssed at plants not owned by us. The SabigeMant was shut down on January 3, 2013 with

most of the producer volumes going to our Barradeidat.

Logistics and Marketing Divisior

The Partnershig’ Logistics and Marketing Division is also refertedas the Downstream Business. It includes thieitees necessary to convert mixed NC
into NGL products and provide certain valadgded services such as the fractionation, stotagajnaling, transportation, distribution and maitkg of NGLs
and NGL products; the storing and terminaling difned petroleum products and crude oil; and centaitural gas supply and marketing activities inpsupof
the Partnership’s other businesses. These prodtetdelivered to end-users through pipelines, Isatgecks and rail cars. Engers of NGL products inclu
petrochemical and refining companies and propamé&etsafor heating, cooking or crop drying applioas.

Logistics Assets Segme

The Logistics Assets segment uses its platforrntegrated assets to receive, fractionate, stogat,ttransport and deliver NGLs typically under-fieese:
arrangements. For NGLs to be used by refineriespggemical manufacturers, propane distributors ethér industrial endisers, they must be fractiona
into their component products and delivered toowsipoints throughout the U.S. The Partnershipgistics assets are generally connected tosapglied it
part by, its gathering and processing assets angranarily located at Mont Belvieu and Galena Ralar Houston, Texas and in Lake Charles, Louisiah&
segment also contains refined petroleum productcamde oil storage and terminaling.
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Fractionation

After being extracted in the field, mixed NGLs, stimes referred to as “Y-grade” or “raw NGL mixate typically transported to a centralized facifity
fractionation where the mixed NGLs are separatédl dliscrete NGL products: ethane, ethane-propane pnopane, normal butane, ibotane and natu
gasoline.

The Partnership’s fractionation assets include @glmip interests in three stamatbne fractionation facilities that are locatedtba Gulf Coast, two of which
operates, one at Mont Belvieu, Texas and the ahé&ake Charles, Louisiana. The Partnership hasgaity investment in the third fractionator, GCIso
located at Mont Belvieu. The Partnership is subje@ consent decree with the Federal Trade Cononisssued December 12, 1996, that, among otlirgd!
prevents it from participating in commercial deois regarding rates paid by third parties for foaetion services at GCF. This restriction on thetferships
activity at GCF will terminate on December 12, 20t8enty years after the date the consent orderisga®d. In addition to the three staaldne facilities il
the Logistics Assets segment, see the descripfitiactionation assets in the North Texas SystethlaDU in the Gathering and Processing division.

The Partnership expanded the fractionation capafiiy assets during 2011 through 2013 with tHiefang projects:

+ CBF Train 3 and 4In the second quarter of 2011, the Partnership dssiomed 78 MBbl/d of additional fractionation cajpg, Train 3, at CBF, i
Mont Belvieu, Texas, at a cost of approximately $@#ion. Train 3 is supported by long-term feased contracts that have certain guaranteed v
commitments or provisions for deficiency paymehtsAugust 2013, the Partnership commissioned aitiaddl fractionator, Train 4. This expans
added 100 MBbl/d of fractionation capacity. Theggr@ost of Train 4 was approximately $385 millittme(Partnershig’ net cost was approximat
$345 million) and is also supported by I-term contracts that have certain guaranteed vokomemitments or provisions for deficiency payme

«  GCF expansionln the second quarter of 2012, GCF, a partnersiiip Rhillips 66 and Devon Energy Corporation, inieththe Partnership owns
38.8% interest, completed an expansion to incré@seapacity of its NGL fractionation facility in &t Belvieu. The gross cost was approximé
$92 million (the Partnersk’s net cost was approximately $35 million) for atineated ultimate capacity @pproximately 125 MBbl/c

The majority of the Partnership’s NGL fractionationsiness is under fdmsed arrangements. These fees are subject taradjusfor changes in cert:
fractionation expenses, including energy costs. derating results of the PartnersBiNGL fractionation business are dependent uporwvdhene of mixe:
NGLs fractionated and the level of fractionatioedehargec

The Partnership believes that sufficient volumesofed NGLs will be available for fractionation @ommercially viable quantities for the foreseedhlteire
due to increases in NGL production expected froalesplays and other shale-technolali#en resource plays in areas of the U.S. thdude North Texa:
South Texas, the Permian Basin, Oklahoma and tlekié® and certain other basins accessed by pigetmévont Belvieu, as well as from conventic
production of NGLs in areas such as the PermiainB&Bd-Continent, East Texas, South Louisiana and shelfdaepwater Gulf of Mexico. Hydrocarbon ¢
point specifications implemented by individual matugas pipelines and the Policy Statement Rmovisions Governing Natural Gas Quality ¢
Interchangeability in Interstate Natural Gas PipeliCompany Tariffenacted in 2006 by the Federal Energy Regulatomir@igsion (“FERC")should result i
volumes of mixed NGLs being available for fractiboa because natural gas requires processing daitgmmng to meet pipeline quality specificatiofi$iest
requirements establish a base volume of mixed N@iring periods when it might be otherwise unecomaito process certain sources of natural
Furthermore, significant volumes of mixed NGLs eoatractually committed to the Partnerships NGlctianation facilities.

Although competition for NGL fractionation servicissprimarily based on the fractionation fee, thdity of an NGL fractionator to obtain mixed NGlasc
distribute NGL products is also an important coritjwet factor. This ability is a function of the aténce of storage infrastructure and supply ancket
connectivity necessary to conduct such operatiohs.Partnership believes that the location, scopecapability of the Partnershilogistics assets, includi
its transportation and distribution systems, gibesPartnership access to both substantial soofeasced NGLs and a large number of end-use markets
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The Partnership also has a natural gasoline hyaigr at Mont Belvieu, Texas that removes sulfomfnatural gasoline, allowing customers to meet, meare
stringent environmental standards. The facility hasapacity of 30 MBbl/d and is supported by loag¥t feebased contracts that have certain guara
volume commitments or provisions for deficiency pents. In 2012, the Partnership completed modifinatto the hydrotreater to add the capabilityetuct
benzene content of natural gasoline to meet neen enore stringent environmental standards for dni,sdongterm customer accounts. Similar to
hydrotreater, the benzene saturation process j®osigul by fedhased contracts that have certain guaranteed votomenitments or provisions for deficier
payments. The following table details the Logis#issets segment’s fractionation and treating féedi

Gross Capacity (MBbl/d) Gross Throughput for 201

Facility % Owned 1) (MBbl/d)(2)
Operated Facilities:
Lake Charles Fractionator (Lake Charles, | 100.( 55.C 24.C
Cedar Bayou Fractionator (Mont Belvieu, TX) 88.C 393.( 278.1
Targa LSNG Hydrotreater (Mont Belvieu, T 100.( 30.C 20.z
Non-operated Facilities:
Gulf Coast Fractionator (Mont Belvieu, T: 38.¢ 125.( 115.¢

(1) Actual fractionation capacities may also vary dughe Y-grade composition of the gas being processed a@sl mmt assume ethane rejecti

(2) Gross throughput for 2013 only includes a partedryfor Train 4, which was placed in service in Asi2013

(3) Gross capacity represents 100% of the volume asacivith the plant following the completion of ral. Capacity includes 40 MBbl/d of additio
butane/gasoline fractionation capac

Storage, Terminaling and Petroleum Logistics

In general, the PartnershipNGL storage assets provide warehousing of mix&tis\ NGL products and petrochemical products inemgtbund wells, whic
allows for the injection and withdrawal of such guets at various times in order to meet supply é&hand cycles. Similarly, the Partnershiperminalin
operations provide the inbound/outbound logistied warehousing of mixed NGLs, NGL products andgtemical products in abowgeund storage tani
The Partnershig’ NGL underground storage and terminaling facdlitserve single markets, such as propane, as wetlu#tiple products and markets. |
example, the Mont Belvieu and Galena Park facditiave extensive pipeline connections for mixed NGpply and delivery of component NGLs. In addij
some of the Partnershipfacilities are connected to marine, rail andkrieading and unloading facilities that providevsees and products to customers.
Partnership provides long and short-term storagetenmminaling services and throughput capabilityhied-party customers for a fee.

The Partnershig’ Petroleum Logistics business consists of stoeagkterminaling facilities in Texas (the Channelig€erminal and the Patriot facilit
Maryland (the Baltimore Terminal) and Washingtdme(Sound Terminal). These facilities primarily setlie refined petroleum products and crude oil eta
but potentially may also include LPG and biofuels.

Across the Logistics Assets segment, the Partreshins or operates a total of 39 storage wellssdtcilities with a net storage capacity of apjmuetely 6¢
MMBBblI, the usage of which may be limited by brirenldling capacity, which is utilized to displace N&3tom storage.

The Partnership operates its storage and termgné#dicilities based on the needs and requirementts austomers. The Partnership usually experieac
increase in demand for storage and terminalingigéchNGLs during the summer months when gas plgmpisally reach peak NGL production, and refine
have excess NGL products. Demand for storage amirtaling at its propane facilities typically peatsring fall, winter and early spring. In SeptemBed.3
the Partnership commissioned Phase | of its intenmal export expansion project that includes faed at both of its Mont Belvieu facility and iGalena Pat
Marine Terminal near Houston, Texas. Phase | &f pinoject expanded its export capability to apprately 3.5 to 4 MMBbI per month of propane an
butane. Included in the Phase | expansion wasapahility to export international grade low ethagmepane. With the completion of Phase |, the Pashig
also added capabilities to load VLGC vessels aloiegthe small and medium sized export vesselswigabad for export. The Partnership expects corgn
of Phase Il of its International Exports project thwe third quarter of 2014, which will add anotlestimated 2 MMBDbI per month of export capacity.

Partnership continues to experience significantatehgrowth for NGL (primarily propane) exports.
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The Partnership’s fractionation, storage and teafitig business is supported by approximately 9désvwf companywned pipelines to transport mixed NC
and specification products.

The following table details the Logistics AssetsIN&orage facilities at December 31, 2013:

% Number of Permitted  Gross Storage Capacit
Facility Owned County/Parish, State Wells (MMBBbI)
Hackberry Storage (Lake Charle 100 Cameron, LA 12(1) 20.C
Mont Belvieu Storag 100 Chambers, T> 20(2) 43.C
Easton Storag 100 Evangeline, LA 1 0.€

(1) Five of twelve owned wells leased to CITGO undeg-term leases
(2) The Partnership owns 20 wells and operates 6 welifeed by Chevron Phillips Chemical Company LL“CPC")

The following table details the Logistics AssetsIN&hd Petroleum Terminal Facilities for the yeades December 31, 2013:

Usable
Throughput for Storage
% County/Parish, 2013 (Million Capacity
Facility Owned State Description gallons) (MMBbI)
NGL import/export terminal
Galena Park Terminal (: 100 Harris, TX chemicals 1,900.( 0.7
Mont Belvieu Termina 100 Chambers, T Transport and storage termit 4,965.( 39.C
Hackberry Termina 100 Cameron, LA Storage terming 889.< 17.¢
Refined products, crude - transport
Channelview Termine 100 Harris, TX and storage termin, 153.¢ 0.5
Refined products - transport and
Baltimore Termina 100 Baltimore, MD storage termine 8.C 0.5
Refined products, crude oil/propane
Sound Termina 100 Pierce, WA transport and storage termir 422.¢ 0.¢
Dock and land for expansion (Not it
Patriot 100 Harris, TX service) N/A N/A

(1) Volumes reflect total import and export acrossdbek/terminal and may also include volumes thaelelgo been handled at the Mont Belvieu Term
Marketing and Distribution Segme

The Marketing and Distribution segment transpatistributes and markets NGLs via terminals andsppantation assets across the U.S. The Partnersiig
or commercially manages terminal facilities in anier of states, including Texas, Louisiana, ArizoNavada, California, Florida, Alabama, Mississj
Tennessee, Kentucky, New Jersey and Washingtong@bgraphic diversity of the Partnersisiplssets provide direct access to many NGL custoasewell a
markets via trucks, barges, rail cars and operess regulated NGL pipelines owned by third esrfihe Marketing and Distribution segment congi$tg)
NGL Distribution and Marketing, (ii) Wholesale Mating, (iii) Refinery Services, (iv) Commercial Tigportation, (v) Natural Gas Marketing and
Terminal Facilities, each as described below.

NGL Distribution and Marketin

The Partnership markets its own NGL production atgb purchases component NGL products from othet N@&ducers and marketers for res
Additionally, the Partnership also purchases prodac resale in its Logistics segment, includingoerts. During the year ended December 31, 201
distribution and marketing services business solewerage of approximately 318.4 MBbl/d of NGLs.

The Partnership generally purchases mixed NGLsrabathly pricing index less applicable fractionatidransportation and marketing fees and resefle
products to petrochemical manufacturers, refinesied other marketing and retail companies. Thigrisiarily a physical settlement business in whikE
Partnership earns margins from purchasing andhgeMiGL products from customers under contract. PRenership also earns margins by purchasing
reselling NGL products in the spot and forward ptglsmarkets. To effectively serve its Distributiand Marketing customers, the Partnership contfactsnc
uses many of the assets included in its LogistEsefs segment.
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Wholesale Marketing

The Partnership’s wholesale propane marketing dpesaprimarily sell propane and related logistgezvices to major mulState retailers, independ
retailers and other end-users. The Partnerstppbpane supply primarily originates from bothriééinery/gas supply contracts and other owned anage
logistics and marketing assets. The Partnershigrgéip sells propane at a fixed or posted pricéhattime of delivery and, in some circumstancegait:
margin on a netback basis.

The wholesale propane marketing business is sogmifiy impacted by weatheiriven demand, particularly in the winter, whiclnémpact the price of propa
in the markets the Partnership serves and impadltfity to deliver propane to satisfy peak demand

Refinery Services

In the Partnershig’ refinery services business, it typically provit&SL balancing services via contractual arrangesetith refiners to purchase and/or ma
propane and to supply butanes. The Partnershipitssesmmercial transportation assets (discusstdand contracts for and uses the storage, tratedjor
and distribution assets included in its Logisticss@ts segment to assist refinery customers in nmapégeir NGL product demand and production sches
This includes both feedstocks consumed in refipgogesses and the excess NGLs produced by thoserséinming processes. Under typical netback pue
contracts, the Partnership generally retains dqodf the resale price of NGL sales or receivéged minimum fee per gallon on products sold. Unaetbac!
sales contracts, fees are earned for locating @molyang NGL feedstocks to the refineries based @ercentage of the cost to obtain such supplyneinamurr
fee per gallon.

Key factors impacting the results of the Partngrshiefinery services business include productionwas, prices of propane and butanes, as well abiiit/
to perform receipt, delivery and transportatiorvies in order to meet refinery demand.

Commercial Transportation
The Partnership’s NGL transportation and distrimutinfrastructure includes a wide range of assepparting both thirgearty customers and the deliv
requirements of its marketing and asset manageimgsiness. The Partnership provides lfased transportation services to refineries antbg@tmice
companies throughout the Gulf Coast area. The @attiips assets are also deployed to serve its wholesstigbdtion terminals, fractionation facilitie
underground storage facilities and pipeline in@ttierminals. These distribution assets provideagety of ways to transport products to and frora
Partnership’s customers.
The Partnership’s transportation assets, as ofeee31, 2013, include:

+ approximately 700 railcars that the Partnershipdsand manage

+ approximately 80 owned and leased transport tracéond

+ 18 compan-owned pressurized NGL barg:

Natural Gas Marketin

The Partnership also markets natural gas avaitahitefrom the Gathering and Processing segmentghases and resells natural gas in selected UState
markets, and manages the scheduling and logistichése activities.
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The following table details the Marketing and Distition segment’s Terminal Facilities:

Throughput for 2013 Usable Storage Capacit

Facility % Owned __ County/Parish, State Description (Million gallons) (1) (Million gallons)

Calvert City Termina 100 Marshall, KY Propane termine 12.2 0.1
Greenville Termina 100 Washington, M¢ Marine propane termini 18.2 1t
Port Everglades Termin 100 Broward, FL Marine propane termini 8.E 1.€
Tyler Terminal 100 Smith, TX Propane terming 12.¢ 0.2
Abilene Transport (2 100 Taylor, TX Raw NGL transport termini 0.€ Less than 0.
Bridgeport Transport (2 100 Jack, TX Raw NGL transport termini 0.3 0.1
Gladewater Transport (: 100 Gregg, TX Raw NGL transport termini 3.¢ 0.3
Chattanooga Termini 100 Hamilton, TN Propane termine 9.1 0.6
Sparta Termine 100 Sparta, N. Propane terming 16.C 0.2
Hattiesburg Terminal (< 50 Forrest, MS Propane termine 259.¢ 269.€
Winona Termina 100 Flagstaff, AZ Propane terminge 14.¢ 0.3
Sound Terminal (4 100 Pierce, WA Propane termine 3.2 0.2

(1) Throughputs include volumes related to exchangeeagents and thi-party storage agreemen
(2) Volumes reflect total transport and injection voksy

(3) Throughput volume reflects 100% of the facility woles.

(4) Operated by Logistics Assets segm:

Operational Risks and Insurance

The Partnership is subject to all risks inhererthz midstream natural gas, crude oil and petrolegistics businesses. These risks include, buhatdimitec
to, explosions, fires, mechanical failure, terroattacks, product spillage, weather, nature amadiegquate maintenance of rightsvedy and could result
damage to or destruction of operating assets dmet property, or could result in personal injuysd of life or environmental pollution, as well@astailmen
or suspension of operations at the affected facM{e maintain, on behalf of ourselves and our islidnges, including the Partnership, general pub#bility,
property, boiler and machinery and business inp#ion insurance in amounts that we consider todgrapriate for such risks. Such insurance is sl
deductibles that we consider reasonable and n@sske given the current insurance market envirohnihe costs associated with this insurance cge
increased significantly following Hurricanes Kattiand Rita in 2005 and then again following Humiezs Gustav and ke and as a result of volatile itiond
in the financial markets in 2008. Insurance prensudeductibles and dasurance requirements increased substantiallyternts were generally less favore
than terms that were obtained prior to these events

The occurrence of a significant loss that is ndyfinsured or indemnified against, or the failwéa party to meet its indemnification obligatiorgulc
materially and adversely affect the Partnershiperations and the Partnerslsigind our financial condition. While we currenthaimtain levels and types
insurance that we believe to be prudent under ouirsurance industry market conditions, our irigbilo secure these levels and types of insurandde
future could negatively impact the Partnership hess operations and the Partnershgnd our financial stability, particularly if aminsured loss were
occur. No assurance can be given that we will be tabmaintain these levels of insurance in thariat rates considered commercially reasonabtécpiarly
named windstorm coverage and contingent businéssuption coverage for our onshore operations.

Significant Customers
The following table lists the percentage of thetienship’s consolidated sales with its significamstomer:

2013 2012 2011

% of consolidated revenu
Chevron Phillips Chemical Company LL 8% 10% 12%

The Partnership has agreements with Chevron Rhilipemical Company LLC (“CPC”), pursuant to whittsupplies a significant portion of CRCNGL
feedstock needs for petrochemical plants in thea3exulf Coast area and a related services agreemestiant to which the Partnership provides sty
logistical services to CPC for feedstocks and petslproduced from the petrochemical plants. Theises contract was renegotiated in 2008 with
components having a terear term. In September 2009, the Partnership ése@@inew feedstock and storage agreement withfGP&Lterm of five years, a
the Partnership amended these agreements in 2@th3a wew term through August 2019. We believe thatPartnership is well positioned to retain CBRG
customer based on the Partnership’s lstagding history of customer service, the critiyatif the service provided, the integrated naturéaoilities and th
difficulty and high cost associated with replicgtithe Partnership’s assets.

21




Table of Content

No customer accounted for more than 10% of thenBeshif's consolidated revenues during the year endedrbeee31, 2013.
Competition

The Partnership faces strong competition in acaginew natural gas or crude oil supplies. Competifor natural gas supplies is primarily based o
location of gathering and processing facilitiesicipg arrangements, reputation, efficiency, flekilj reliability and access to engse markets or liqu
marketing hubs. Competitors to the Partnershi@thering and processing operations include othierral gas gatherers and processors, such as imajstat:
and intrastate pipeline companies, master limitadngrships and oil and gas producers. The Pahipéssmajor competitors for natural gas supplies ir
current operating regions include Atlas Gas Pigel@ompany, Kinder Morgan Energy Partners, L.P., W& Processing, L.P. (“WTG"RCP Midstrear
Partners LP (“DCP”), Devon Energy Corporation (“Dat), Enbridge Inc, ONEOK -Rockies Midstream, L.L.C., GulfSouth Pipeline CompalLP, Hanlol
Gas Processing, Ltd., J W Operating Company, Langintrastate Gas and several other interstagdiqgpcompanies. The Partnerskigompetitors for cruc
oil gathering services in North Dakota include Avrdidstream Holdings, LLC, Hiland Partners, LP, @rd&lorthern Midstream LLC, Caliber Midstre
Partners, LP and Bridger Pipeline LLC. The Partmipts competitors may have greater financial resesithan it possesses.

The Partnership also competes for NGL productsdtkat through its Logistics and Marketing divisidie Partnershig’ competitors include major oil and
producers who market NGL products for their owncaet and for others. Additionally, the Partnerstompetes with several other NGL marketing compg
including Enterprise Products Partners L.P. (“"EPPQP, ONEOK and BP p.l.c.

Additionally, the Partnership faces competition foixed NGLs supplies at its fractionation facilitielts competitors include large oil, natural gasl
petrochemical companies. The fractionators in whieh Partnership owns an interest in the Mont Belviegion compete for volumes of mixed NGLs !
other fractionators also located at Mont Belviemadkg the primary competitors are EPP, ONEOK, Incl boneStar NGL LLC. In addition, certain produc
fractionate mixed NGLs for their own account in e facilities. The Mont Belvieu fractionators alsompete on a more limited basis with fractiorsio
Conway, Kansas and a number of decentralized, emfafictionation facilities in Texas, Louisiana aNéw Mexico. The Partnershig’other fractionatic
facilities compete for mixed NGLs with the fractaiors at Mont Belvieu as well as other fractionatfacilities located in Louisiana. The Partnership’
customers who are significant producers of mixed_bl@nd NGL products or consumers of NGL producty develop their own fractionation facilities inui
of using the Partnerships’ services. Its primamnpetitor in providing export services to its cusemis EPP.

Regulation of Operation:

Regulation of pipeline gathering and transportatiervices, natural gas sales and transportatibtGafs may affect certain aspects of the Partnerstipsines
and the market for its products and services.

Regulation of Interstate Natural Gas Pipelir

VGS is regulated by FERC under the Natural Gaschd938 (“NGA”), and the Natural Gas Policy Act 8878 (“NGPA”). VGS operates under a FERC-
approved, opeccess tariff that establishes the rates and timestand conditions under which the system provelsices to its customers. Pursuar
FERC's jurisdiction, existing pipeline rates and/or teremd conditions of service may be challenged tsfocner complaint or by FERC and proposed
changes or changes in the terms and conditionsreice may be challenged by protest. Generally, EERwthority extends to: transportation of natuiss
rates and charges for natural gas transportatentification and construction of new facilities;temsion or abandonment of services and facilitie@intenanc

of accounts and records; commercial relationshigb @mmunications between pipelines and certaifiaadfs; terms and conditions of service and se
contracts with customers; depreciation and amdizapolicies; and acquisition and disposition aifities.
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VGS holds a certificate of public convenience ardassity issued by FERC permitting the constructomnership, and operation of its interstate natgaz
pipeline facilities and the provision of transptida services. This certificate authorization reqsiVGS to provide on a nondiscriminatory basisnegeces
services to all customers who qualify under its EEgas tariff. FERC has the power to prescribe twanting treatment of items for regulatory purg
Thus, the books and records of VGS may be peritigiaadited by FERC.

The maximum recourse rates that may be charged@y ¥or its services are established through FER&temaking process. Generally, the maximum
recourse rates for interstate pipelines are basdtie cost of service, including recovery of anetarn on the pipeling’investment. Key determinants in
ratemaking process are costs of providing senatieyed rate of return and volume throughput andtramtual capacity commitment assumptions. VC
permitted to discount its firm and interruptibleées without further FERC authorization down to W#agiable cost of performing service, provided tteyno
“unduly discriminate.” The applicable recourse sad@d terms and conditions for service are seh fareach pipeline’s FER@pproved tariff. Rate design ¢
the allocation of costs also can impact a pipetinpebfitability.

Gathering Pipeline Regulation

The Partnershig’ natural gas gathering operations are typicalbjext to ratable take and common purchaser statotdse states in which it operates.
common purchaser statutes generally require gathgipelines to purchase or take without undueritisoation as to source of supply or producer. E
statutes are designed to prohibit discriminatiofeiror of one producer over another or one soufcipply over another. The regulations under ttetatite
can have the effect of imposing some restrictiaonthe Partnership’ability as an owner of gathering facilities teidle with whom it contracts to gather nat
gas. The states in which the Partnership operates &dopted complaifiased regulation of natural gas gathering actitiehich allows natural gas produc
and shippers to file complaints with state regukatm an effort to resolve grievances relating &ihgring access and rate discrimination. The rtte
Partnership charges for gathering are deemed justeasonable unless challenged in a complaintcévie@ot predict whether such a complaint will bec
against the Partnership in the future. Failurectmoly with state regulations can result in the isifion of administrative, civil and criminal periak.

Section 1(b) of the NGA exempts natural gas gatlgefécilities from regulation as a natural gas campby FERC under the NGA. The Partnership beli
that the natural gas pipelines in its gatheringesyss, including the gas gathering systems thaparteof the Badlands and of the Pelican and SealgatVierin
systems, meet the traditional tests FERC has wsestablish a pipeling’status as a gatherer not subject to regulatiennasural gas company. However, tc
extent the Partnershipgathering systems buy and sell natural gas, gattterers, in their capacity as buyers and sefenstural gas, are now subject to O
No. 704. Se“—Other Federal Laws and Regulation Affecting Outlustry—FERC Market Transparency Rules.”

Intrastate Pipeline Regulatic

Though the Partnership’s natural gas intrastatelipigs are not subject to regulation by FERC asrahigas companies under the NGA, the Partnership’
intrastate pipelines may be subject to certain FER@sed reporting requirements depending on themwelof natural gas purchased or sold in a given.
See “—Other Federal Laws and Regulation Affecting Ddustry—FERC Market Transparency Rules.”

The Partnership’s intrastate pipelines located éxab are regulated by the Railroad Commission at3dthe “RRC”). The PartnershipTexas intrasta
pipeline, Targa Intrastate Pipeline LLC (“Targar&state”), owns the intrastate pipeline that transpnatural gas from the Partnerskifghackelford processi
plant to an interconnect with Atmos Pipeline-Teiaat in turn delivers gas to the West Texas WditCompany Paint Creek Power Station. Targa Intra:
also owns a 1.65-mile, ten-inch diameter intrasgpeline that transports natural gas from a tpiagty gathering system into the Chico system intbe
County, Texas. Targa Intrastate is a gas utilifyjext to regulation by the RRC and has a tarifffiten with such agency. The Partnerslsigther intrasta
pipeline, Targa Gas Pipeline LLC, owns a matiinty intrastate pipeline that transports gasran€, Ector, Midland, and Upton Counties, Texasyel as
some line in North Texas. Targa Gas Pipeline LL& gms utility subject to regulation by the RRC.
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The Partnership’s Louisiana intrastate pipelineg&é_ouisiana Intrastate LLC (“TLI") owns an appimately 60mile intrastate pipeline system that rece
all of the natural gas it transports within orta boundary of the State of Louisiana. Becaussualh gas ultimately is consumed within Louisiamal since th
pipeline’s rates and terms of service are subecegjulation by the Office of Conservation of theuisiana Department of Natural Resources (“DNRi},
pipeline qualifies as a Hinshaw pipeline under ®ect(c) of the NGA and thus is exempt from mosREEregulation.

Texas and Louisiana have adopted complaégted regulation of intrastate natural gas tramagion activities, which allows natural gas prodgcend shippe
to file complaints with state regulators in an effo resolve grievances relating to pipeline asa@®d rate discrimination. The rates the Partngrsharges fc
intrastate transportation are deemed just and neé$® unless challenged in a complaint. We canretigt whether such a complaint will be filed agithe
Partnership in the future. Failure to comply witate regulations can result in the imposition ahadstrative, civil and criminal penalties.

The Partnershig intrastate NGL pipelines in Louisiana gather ifGLs streams that we own from processing plantsouisiana and deliver such stre:
to the Gillis fractionators in Lake Charles, Loaisa, where the mixed NGLs streams are fractionatedvarious products. We deliver such refined getrnr
products (ethane, propane, butanes and naturaliggsout of its fractionator to and from Targa-ahstorage, to other thiyghrty facilities and to vario
third-party pipelines in Louisiana. These pipelines aoé subject to FERC regulation or rate regulationtby DNR, but are regulated by United St
Department of Transportation (“DOT”") safety regidas.

The Partnershig’ intrastate pipelines in North Dakota are subjedhe various regulations of the State of Norttk@a. In addition, various federal agen
within the U.S. Department of the Interior, partanly the Bureau of Land Management, Office of NatuResources Revenue (formerly the Mine
Management Service) and the Bureau of Indian Affas well as the Three Affiliated Tribes, promtdgand enforce regulations pertaining to operat@mnghe
Fort Berthold Indian Reservation, on which the Renghip operates a significant portion of its Bad&gathering and processing assets. The Threkafet
Tribes is a sovereign nation having the right tioere certain laws and regulations independent fieateral, state and local statutes and regulations.

Natural Gas Processin

The Partnershig’ natural gas gathering and processing operatiensa presently subject to FERC regulation. Howgesmce May 2009, the Partnership
been required to report to FERC information regagdiatural gas sale and purchase transactionsfioe sf its operations depending on the volume tfrai
gas transacted during the prior calendar year.“Sdather Federal Laws and Regulation Affecting Ondustry—FERC Market Transparency RuleEtiere
can be no assurance that the Partnership’s pragesgerations will continue to be exempt from otRERC regulation in the future.

Sales of Natural Gas and NGLs

The price at which the Partnership buys and selisral gas and NGLs is currently not subject tefatirate regulation and, for the most part, issultject t
state regulation. However, with regard to the Radhips physical purchases and sales of these energy odities and any related hedging activities tha
Partnership undertakes, it is required to obsentenaarket manipulation laws and related regulation®reed by FERC and/or the Commodities Fut
Trading Commission (“CFTC”). See “—Other FederalmMsaand Regulation Affecting Our Industry—Energy i®plAct of 2005.” Since May 1, 20009, tl
Partnership has been required to report to FERQrmmdtion regarding natural gas sale and purchasesdctions for some of the Partnershipperation
depending on the volume of natural gas transaateith@ the prior calendar year. See “—Other Fedeaals and Regulation Affecting Our Industry=ERC
Market Transparency Rules.” Should the Partnerstdfate the anti-market manipulation laws and ragiahs, it could also be subject to related tigeaty
damage claims by, among others, market participasatters, royalty owners and taxing authorities.

Other State and Local Regulation of Operations

The Partnershig business activities are subject to various statelocal laws and regulations, as well as ordersgulatory bodies pursuant thereto, gover
a wide variety of matters, including marketing, gwotion, pricing, community right-tenow, protection of the environment, safety andeotmatters. |
addition, the Three Affiliated Tribes promulgatedaenforce regulations pertaining to operations lom Fort Berthold Indian Reservation, on which
Partnership operates a significant portion of igllBnds gathering and processing assets. The Rffieated Tribes is a sovereign nation having tght tc
enforce certain laws and regulations independem fiederal, state and local statutes and regultieor additional information regarding the potahimpac
of federal, state, tribal or local regulatory measwon the Partnership’s business, see “Risk FaetRisks Related to Our Business.”
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Interstate Common Carrier Liquids Pipeline Regudai

Targa NGL Pipeline Company LLC (“Targa NGLHps interstate NGL pipelines that are consideredneon carrier pipelines subject to regulation by B
under the Interstate Commerce Act (the “ICA”). Mepecifically, Targa NGL owns a regulated tweineh diameter pipeline that runs between Lake @i
Louisiana and Mont Belvieu, Texas. This pipelina a@ove mixed NGLs and purity NGL products. TargalN&Bso owns an eigtitich diameter pipeline anc
twenty-inch diameter pipeline, each of which ruesneen Mont Belvieu, Texas and Galena Park, TeXas.eight-inch and the twentgeh pipelines are al:
regulated and are part of an extensive mixed NGLpumity NGL pipeline receipt and delivery systdmattprovides services to domestic and foreign imgnoc
export customers. The ICA requires that the Pastiprmaintain tariffs on file with FERC for each thfese pipelines. Those tariffs set forth the raie
Partnership charges for providing transportatiomises as well as the rules and regulations gougrttiese services. The ICA requires, among otliegshtha
rates on interstate common carrier pipelines bst ‘qund reasonable” and non-discriminatory. All ks on these pipelines are subsidiaries of the&ahip.

The crude oil pipeline system that is part of treelAnds assets has qualified for a temporary waivapplicable FERC regulatory requirements unterlCA
based on current circumstances. Such waivers djectuo revocation, however, and should the piedi circumstances change. FERC could, either
request of other entities or on its own initiatiessert that some or all of the transportationhis pipeline system is within its jurisdiction. the event thi
FERC were to determine that this pipeline systentonger qualified for waiver, the Partnership woliketly be required to file a tariff with FERC, prigdle ¢
cost justification for the transportation charged grovide service to all potential shippers withandue discrimination. Such a change in the jictgzhal
status of transportation on this pipeline couldeadely affect the Partnership’s results of openatio

Other Federal Laws and Regulations Affecting Ourdustry
Domenic-Barton Energy Policy Act of 2005 (“EP Act of 2005”

The EP Act of 2005 is a comprehensive compilatibtar incentives, authorized appropriations formggsaand guaranteed loans, and significant chamgts
statutory policy that affects all segments of thergy industry. Among other matters, the EP Ac2@d5 amends the NGA to add an antirket manipulatic
provision which makes it unlawful for any entity émgage in prohibited behavior to be prescribedBRC, and furthermore provides FERC with additi
civil penalty authority. The EP Act of 2005 providdEERC with the power to assess civil penaltiegpofo $1 million per day for violations of the NGhd $:
million per violation per day for violations of tié¢GPA. The civil penalty provisions are applicatdeentities that engage in the sale of naturafgasesale il
interstate commerce, including VGS. In 2006, FEBsuéd Order No. 670 to implement the amdirket manipulation provision of the EP Act of 20@5de
No. 670 does not apply to activities that relatéy da intrastate or other n-jurisdictional sales or gathering, but does apphadtivities of gas pipelines &
storage companies that provide interstate servaesiell as otherwise non-jurisdictional entitiedhie extent the activities are conducted “in catina with”
gas sales, purchases or transportation subjedRCHurisdiction, which includes the annual repaytrequirements under a final rule on the annutirabga:
transaction reporting requirements, as amendedilbyesjuent orders on rehearing (Order No.704), lend warterly reporting requirement under Order R8&
The anti-market manipulation rule and enhanced pemalty authority reflect an expansion of FERNGA enforcement authority.

FERC Market Transparency Rul

Beginning in 2007, FERC has issued a number ofnmended to provide for greater marketing trarespey in the natural gas industry, including OrNess
704, 720, and 735. Under Order No. 704, wholesajeets and sellers of more than 2.2 Bcf of physielral gas in the previous calendar year, incly
interstate and intrastate natural gas pipelinesiralbagas gatherers, natural gas processors andahghas marketers, are now required to reportviag 1 of
each year, aggregate volumes of natural gas pwdhassold at wholesale in the prior calendar yedhe extent such transactions utilize, contriiateor ma;
contribute to the formation of price indices.
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Under Order No. 720, certain namterstate pipelines delivering, on an annual hasre than an average of 50 MMBtu of gas overptiesious three calenc
years, are required to post on a daily basis eemédrmation regarding the pipelireetapacity and scheduled flows for each receiptdatistery point that has
design capacity equal to or greater than 15,000 MNMBand interstate pipelines are required to pdetmation regarding the provision of mmtice service. |
October 2011, Order No. 720, as clarified, was tetdy the Court of Appeals for the Fifth CirclWile take the position that, at this time, all of
Partnership’s entities are exempt from Order N@ &2 currently effective.

Under Order No. 735, intrastate pipelines providirgnsportation services under Section 311 of tBN and “Hinshaw” pipelines operating under Section
(c) of the NGA are required to report on a quaytdrhsis more detailed transportation and storages#iction information, including: rates chargedthos
pipeline under each contract; receipt and deliy@ints and zones or segments covered by each critra quantity of natural gas the shipper istkatitc
transport, store, or deliver; the duration of tloatcact; and whether there is an affiliate relaglup between the pipeline and the shipper. Order786 als:
extends FERG periodic review of the rates charged by the sulgjppelines from three years to five years. Oreeglng, FERC reaffirmed Order No. 735 v
some modifications. As currently written, this rdiees not apply to the Partnership’s Hinshaw piyesli

Additional proposals and proceedings that mighéafthe natural gas industry are pending beforegtams, FERC and the courts. We cannot predic
ultimate impact of these or the above regulatognges to the Partnershsphatural gas operations. We do not believe thatvaugld be affected by any st
FERC action materially differently than other mréstm natural gas companies with whom we compete.

Environmental and Operational Health and Safety Mats
General

The Partnershi’ operations are subject to stringent and comderhl, regional, state and local laws and reguratgoverning the discharge of materials
the environment, worker health and safety, or etiser relating to environmental protection. As witte industry generally, compliance with current
anticipated environmental laws and regulationsgases the Partnerstgpverall cost of business, including its capitadts to construct, maintain and upgt
equipment and facilities. These laws and regulatimay, among other things; require the acquisitibmarious permits to conduct regulated activitiesjuire
the installation of pollution control equipment otherwise restrict the way the Partnership can leand dispose of wastes; limit or prohibit constion
activities in sensitive areas such as wetlandslesiless or urban areas or areas inhabited by esdmhgr threatened species; impose specific haatrsafet
criteria addressing worker protection; require stigatory and remedial action to mitigate pollutmonditions caused by its operations or attribtablforme
operations; and enjoin some or all of the operatioh facilities deemed in noecempliance with permits issued pursuant to suchrenmental laws ar
regulations. Failure to comply with these laws agglulations may result in assessment of adminiggrativil and criminal sanctions including penedj the
imposition of removal or remedial obligations ahd tssuance of injunctions limiting or prohibitittge Partnership’s activities.

The Partnership has implemented programs and eslagsigned to keep its pipelines, plants and d#odities in compliance with existing environmehlaws
and regulations. The clear trend in environmerggllation, however, is to place more restrictiond Bmitations on activities that may affect theveanment
and thus any changes in environmental laws andlatgos or reinterpretation of enforcement polictbat result in more stringent and costly w
management or disposal, pollution control or remai requirements could have a material adverfextebn the Partnership’operations and financ
position. The Partnership may be unable to passuch increased compliance costs to its customensedwer, accidental releases or spills may occtihd
course of the Partnershipbperations and we cannot assure you that thedpsinip will not incur significant costs and liatis as a result of such release
spills, including any thirgsarty claims for damage to property or natural ueses or injury to persons. While we believe tlegt Partnership is in substan
compliance with existing environmental laws andutations and that continued compliance with curtegal requirements would not have a material et
effect on the Partnership, there is no assuraratettie current regulatory standards will not beconmge onerous in the future, resulting in more ificemt
costs to maintain compliance or increased exposwrsignificant liabilities, which could diminish ¢hPartnershig ability to make distributions to
unitholders. For example, following the collapseaafavern wall in a salt dome being developed thjrd party and the resulting creation of a sinkhogar th
community of Bayou Corne in Assumption Parish, Istara, the Louisiana Department of Natural Resauissied a proposed rulemaking in late 2013 tf
adopted, would impose more stringent requirementhe operation of Class Il injection wells anddhycarbon storage wells in salt dome caverns ity
among other things, placing strict distance liniita on the location of solutiomined caverns in relation to the outer boundarfes salt stock within a si
dome. As proposed, the rulemaking, if adopted, doetuire the Partnership to abandon the operafiah least one storage well. The Partnership mgicoing
to assess the effect that this proposed rulemakight have on its operations in the state.
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The following is a summary of the more significamtsting environmental and worker health and safets and regulations to which the Partnershipisines
operations are subject and for which compliance hee a material adverse impact on the Partnesshagpital expenditures, results of operationsrarfcia
position.

Hazardous Substances and We

The Comprehensive Environmental Response, Compensand Liability Act, as amended (“CERCLA@nd comparable state laws impose liability, witl
regard to fault or the legality of the original cutt, on certain classes of persons who are caesid® be responsible for the release ofhazardou
substanceinto the environment. These persons include cumadtprior owners or operators of the site wheeeréilease occurred and entities that dispos
arranged for the disposal of the hazardous subssafiotind at the site. Under CERCLA, these “resg@gersons’may be subject to joint and several, s
liability for the costs of cleaning up the hazarg@ubstances that have been released into theemént, for damages to natural resources and éocdbts ¢
certain health studies. CERCLA also authorizesBh@ronmental Protection Agency (“EPA”) and, in saimstances, thirgarties to act in response to thr
to the public health or the environment and to dealecover from the responsible classes of pergmsosts they incur. It is not uncommon for nbiginc
landowners and other third parties to file clairos personal injury and property damage allegedlysed by the release of hazardous substances a
pollutants into the environment. The Partnershipegates materials in the course of its operatibasdre regulated as “hazardous substanoedér CERCL/
or similar state statutes and, as a result, mggibly and severally liable under CERCLA or sucatstes for all or part of the costs required &aal up sites
which these hazardous substances have been relatiséte environment.

The Partnership also generates solid wastes, iimguthzardous wastes that are subject to the emeints of the Resource Conservation and Recovetryat
amended (“RCRA")and comparable state statutes. While RCRA regulaaés solid and hazardous wastes, it imposes s&guirements on the generati
storage, treatment, transportation and disposélagirdous wastes. In the course of the Partnessbigérations, it generates petroleum product waste
ordinary industrial wastes such as paint wastestevsolvents and waste compressor oils that ardategl as hazardous wastes. Certain materials afedeir
the exploration, development or production of creideand natural gas are excluded from RCRAazardous waste regulations. However, it is ptessha
future changes in law or regulation could resulthase wastes, including wastes currently generdeitdg the Partnership’operations, being designate(
“hazardous wastesind therefore subject to more rigorous and cossigadal requirements. Any such changes in the &wisregulations could have a mate
adverse effect on the Partnership’s capital expereti and operating expenses as well as those @fltand gas industry in general.

The Partnership currently owns or leases and h#wipast owned or leased properties that for nyaays have been used for midstream natural gadl @i
activities and refined petroleum product and cradlestorage and terminaling activities. Althougle tRartnership has utilized operating and disposaitice:
that were standard in the industry at the time rbyarbons or other substances and wastes may leavedisposed of or released on or under the preg
owned or leased by the Partnership or on or urigeother locations where these hydrocarbons or stifestances and wastes have been taken for tngtadn
disposal. In addition, certain of these propertiage been operated by third parties whose treatemehtlisposal or release of hydrocarbons or otliestance
and wastes was not under the Partnershiphtrol. These properties and any hydrocarbastances and wastes disposed thereon may be tsiob{&ERCLA
RCRA and analogous state laws. Under these lawsP#rtnership could be required to remove or reatedireviously disposed wastes (including wi
disposed of or released by prior owners or opesgtdo clean up contaminated property (includingtaminated groundwater) and to perform rem:
operations to prevent future contamination. Werartecurrently aware of any facts, events or coadgirelating to such requirements that would reaisigrbe
expected to have a material adverse effect onahmé&rship’s results of operations or financialditon.

27




Table of Content

Air Emissions

The federal Clean Air Act, as amended, and comustbte laws and regulations restrict the emissfair pollutants from many sources, includinggassin
plants and compressor stations, and also impogeugamonitoring and reporting requirements. Thesesland regulations may require the Partnershiptair
pre-approval for the construction or modification ofteén projects or facilities expected to producesignificantly increase air emissions, obtain atttyy
comply with stringent air permit requirements dtize specific equipment or technologies to contolissions. The need to obtain permits has thenpatéc
delay the development of oil and natural gas rdlai®jects. Over the next several years, the Patiipemay be required to incur certain capital exjikeire:
for air pollution control equipment or other air issions related issues. For example, on Augus2@®62, the EPA published final rules under the ClaarAct
that subject oil and natural gas production, prsiogs transmission and storage operations to régolander the New Source Performance Standard
National Emission Standards for Hazardous Air Ralits federal programs. These final rules, amohgrathings, revise existing requirements for vé#
organic compound emissions from equipment leak@nahore natural gas processing plants by lowehegédak definition for valves from 10,000 parts
million to 500 parts per million and requires monihg of connectors, pumps, pressure relief devases operended lines. In addition, these rules esta
requirements regarding emissions from: (i) wet seal reciprocating compressors at gathering systeawsting facilities, and onshore natural gas gsein
plants; (ii) specified pneumatic controllers athgaing systems, boosting facilities and onshoranahias processing plants; and (iii) specifiedaie vessels
gathering systems, boosting facilities and onshataral gas processing plants. Compliance withetheguirements could increase the Partnerstdpération:
costs for upstream and midstream activities, wbamhld be significant.

Climate Change

In December 2009, the EPA published its findings #missions of carbon dioxide, methane and otlesrdouse gases (“GHGg)esent an endangermen
public health and the environment because emisibssich gases are, according to the EPA, conimigub warming of the earth’atmosphere and otl
climatic changes. Based on these findings, the B®Aadopted regulations under the Clean Air Adt, #tsmong other things, establish GHG emission §
from motor vehicles as well as establish Preventib@ignificant Deterioration (“PSD”onstruction and Title V operating permit reviews €ertain larg
stationary sources that are potential major sowt&HG emissions. Facilities required to obtairDR&rmits for their GHG emissions also will be regd tc
meet “best available control technology” standahds will be established by the states or, in seases, by the EPA on a casedage basis. In October 20
the U.S. Supreme Court agreed to hear a lawsuitedging whether the EPA permissibly determined tha regulation of GHG emissions from new m
vehicles triggered permitting requirements under@tean Air Act for stationary sources that emit@&iwith a decision expected in 2014. In addittbe, EP/
has adopted rules requiring the monitoring and mtemp of GHG emissions from specified onshore affdhmre production sources, specified onshore
offshore production facilities and onshore proaggsitransmission and storage facilities in the &thiStates on an annual basis. We are monitoring
emissions from the Partnership’s operations in mtzwe with the GHG emissions reporting rule antebe that the Partnershigp’monitoring and reportit
activities are in substantial compliance with apgiile reporting obligations.

While Congress has from time to time consideredslation to reduce emissions of GHGs, there hasbeetn significant activity in the form of adop
legislation to reduce emissions of GHGs in receary. In the absence of such federal climatel&gia, a number of state and regional efforts haverge
that are aimed at tracking and/or reducing emissimnmeans of cap and trade programs that typicatjuire major sources of GHG emissions to accpric
surrender emission allowances in return for engttimose GHGs. The adoption of any legislation gutations that requires reporting of GHGs or otlise
restricts emissions of GHGs from the Partnershggjuipment and operations could require it torirstgnificant added costs to reduce emissions oG6ld
could adversely affect demand for the natural gasNGLs it gathers and processes or fractionatesebler, if Congress undertakes comprehensivesfaxr
in the coming year, it is possible that such refonay include a carbon tax, which could impose &l direct costs on operations and reduce derfan
refined products, which could adversely affect sbevices the Partnership provides. Finally, sooiensists have concluded that increasing conceotrsio
GHGs in the Eartls atmosphere may produce climate change that dw@d significant physical effects, such as incrédssguency and severity of stor
droughts, and floods and other climatic eventsuith effects were to occur, they could have anradweffect on the Partnership’s operations.
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Water Discharges

The Federal Water Pollution Control Act, as amen@€tean Water Act” or “CWA”"),and analogous state laws impose restrictions aitd sbntrols regardir
the discharge of pollutants into navigable watensrsuant to the CWA and analogous state laws, pemmist be obtained to discharge pollutants irde
waters or waters of the United States. Any suchhdigge of pollutants into regulated waters muspé&dormed in accordance with the terms of the pk
issued by the EPA or the analogous state agendy p8gvention, control and countermeasure requéeets under federal law require appropriate contaim
berms and similar structures to help prevent tha&asnination of navigable waters in the event ofetrggeum hydrocarbon tank spill, rupture or leah
addition, the CWA and analogous state laws reqndividual permits or coverage under general pesiint discharges of storm water runoff from certgipe:
of facilities. The CWA also prohibits the dischamgfedredge and fill material in regulated watergliding wetlands, unless authorized by permit. ThgA
and analogous state laws can impose substantiainetimtive, civil and criminal penalties for nooropliance including spills and other nanthorize:
discharges.

The Federal Oil Pollution Act of 1990, as amend&@PA”), which amends the CWA, establishes strict liability owners and operators of facilities that are
site of a release of oil into waters of the Uniftdtes. The OPA and its associated regulationssenpovariety of requirements on responsible partieged t
the prevention of oil spills and liability for dags resulting from such spills. A “responsible parnder the OPA includes owners and operators ofae
facilities, such as the Partnershiglants, and pipelines. Under the OPA, ownersapetators of facilities that handle, store, or $ggort oil are required
develop and implement oil spill response plans, esteblish and maintain evidence of financial resgality sufficient to cover liabilities related &an oil spil
for which such parties could be statutorily resyloles We believe that the Partnership is in sulisthoompliance with the CWA, the OPA and analogstass
laws.

Hydraulic Fracturing

It is customary to recover natural gas from deegleslfiormations through the use of hydraulic fraiciy combined with sophisticated horizontal driji
Hydraulic fracturing involves the injection of watsand and chemical additives under pressureraaio formations to stimulate gas production. Thecpss i
typically regulated by state oil and gas commissibat the EPA has asserted limited regulatory aitthover hydraulic fracturing, and has indicatéaniay
seek to further expand its regulation of hydrafdacturing. Also, the Bureau of Land Management fraposed regulations applicable to hydraulic freng
conducted on federal and Indian oil and gas ledseaddition, Congress has from time to time coaed the adoption of legislation to provide fordex
regulation of hydraulic fracturing. At the staterdé a growing number of states have adopted orcansidering legal requirements that could imposee
stringent permitting, disclosure, or well constractrequirements on hydraulic fracturing activitiés addition, local governments may seek to adoginance
within their jurisdictions regulating the time, plaand manner of drilling activities in generalhydraulic fracturing activities in particular. Fher, sever:
federal governmental agencies are conducting reviend studies on the environmental aspects of biydrracturing activities, including the White Hex
Council on Environmental Quality, the EPA and th& UDepartment of Energy. These studies, deperafinpeir degree of pursuit and any meaningful te
obtained, could spur initiatives to further regalétydraulic fracturing. While the Partnership does conduct hydraulic fracturing, if new or moreirggen
federal, state, or local legal restrictions relgtin the hydraulic fracturing process are adoptedreas where the PartnersBipil and natural gas explorat
and production customers operate, those custonoeitd cur potentially significant added costs tomply with such requirements and experience deda
curtailment in the pursuit of exploration, develgort or production activities, which could reduaamand for the Partnershipgathering, processing ¢
fractionation services.

Endangered Species Act Considerati

The federal Endangered Species Act, as amended\(JE&stricts activities that may affect endangerethogatened species or their habitats. While sor
the Partnershig’ facilities may be located in areas that are desggl as habitat for endangered or threatenedespese believe that the Partnership i
substantial compliance with the ESA. If endangespdcies are located in areas of the underlying eotigs where the Partnership wishes to cor
development activities, such work could be prokibior delayed or expensive mitigation may be reguiMoreover, as a result of a settlement apprbyetthe
U.S. District Court for the District of Columbia iBeptember 2011, the U.S. Fish and Wildlife Serigceequired to make a determination on the listf
numerous species as endangered or threatenedthrdeBA before the completion of the agesc3017 fiscal year. The designation of previousiprotecte
species as threatened or endangered in areas teeRartnership or its oil and natural gas expionaand production customers operate could caue
Partnership or its customers to incur increasedscassing from species protection measures anddomsult in delays or limitations in its custoniers
performance of operations, which could reduce dehfenthe Partnership’s midstream services.
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Employee Health and Safe

The Partnership is subject to a number of fedenal state laws and regulations, including the fdd@recupational Safety and Health Act, as ame
(“OSHA”), and comparable state statutes, whose purposepmotect the health and safety of workers, both gelyeand within the pipeline industry.
addition, the OSHA hazard communication standdre,EPA community right-té&cnow regulations under Title 11l of the Federal 8tfpnd Amendment ai
Reauthorization Act and comparable state statetgsire that information be maintained concerningandous materials used or produced in the Partipéssh
operations and that this information be provide@taployees, state and local government authouwtiescitizens. The Partnership and the entitieshichvit
owns an interest are also subject to OSHA ProcaftySManagement regulations, which are designgadéeent or minimize the consequences of catasitr
releases of toxic, reactive, flammable or explosiiemicals. The regulations apply to any proceas (tt) involves a listed chemical in a quantityoa@abow
the threshold quantity specified in the regulafimnthat chemical, or (2) involves certain flammalglses or flammable liquids present on site inlocegion ir
a quantity of 10,000 pounds or morel-lammable liquids stored in atmospheric tanks befbgir normal boiling point without the benefit ohilling or
refrigeration is exempt. The Partnership has agrivatl program of inspection designed to monitor amfdrce compliance with worker safety requiremewts
believe that the Partnership is in substantial d@npe with all applicable laws and regulationstielg to worker health and safety.

Pipeline Safet

Many of the Partnershig’ natural gas, NGL and crude pipelines are sulijecegulation by the Pipeline and Hazardous Mater&afety Administratio
(“PHMSA") of the DOT under the Natural Gas PipeliBafety Act of 1968, as amended (“NGPSARjth respect to natural gas, and the Hazardousids$
Pipeline Safety Act of 1979, as amended (“HLPSAVith respect to crude oil, NGLs and condensateth Be NGPSA and the HLPSA were amended b
Pipeline Safety Improvement Act of 2002 (“PSI Aciihd the Pipeline Inspection, Protection, Enforaeimend Safety Act of 2006 (“PIPES ActThe NGPS/
and HLPSA, as amended, govern the design, installaesting, construction, operation, replacenssm management of natural gas as well as crudblGi,
and condensate pipeline facilities. Pursuant teahacts, PHMSA has promulgated regulations govegrpipeline wall thickness, design pressures, mami
operating pressures, pipeline patrols and leakeysrvminimum depth requirements, and emergencyeptoes, as well as other matters intended to €
adequate protection for the public and to preventdents and failures. Additionally, PHMSA has efithed a series of rules requiring pipeline opmsatc
develop and implement integrity management progrimmgas transmission and hazardous liquid pipslthat, in the event of a pipeline leak or ruptemylic
affect “high consequence areas,” which are areasevh release could have the most significant advesnsequences, including higbpulation areas, cert:
drinking water sources and unusually sensitive agioll areas. We believe that the Partnershigpeline operations are in substantial compliawié
applicable NGPSA and HLPSA requirements; howevee, i the possibility of new or amended laws amileions or reinterpretation of existing laws
regulations, future compliance with the NGPSA andPBA could result in increased costs.

Most recently, these pipeline safety laws were atedron January 3, 2012, when President Obama sipgeeipeline Safety, Regulatory Certainty, and
Creation Act of 2011 (“2011 Pipeline Safety Actijhich act requires increased safety measures ®agd hazardous liquids transportation pipelinesoAc
other things, the 2011 Pipeline Safety Act dirgbts Secretary of Transportation to promulgate rolestandards relating to expanded integrity marmesye
requirements, automatic or rematentrolled valve use, excess flow valve use, lestiection system installation, testing to confirrattthe material strength
certain pipelines are above 30% of specified mimmyield strength, and operator verification of netsoconfirming the maximum allowable pressure ofaie
intrastate gas transmission pipelines. The 201EliRg Safety Act also increases the maximum penrfaityviolation of pipeline safety regulations fr
$100,000 to $200,000 per violation per day of \iola and also from $1 million to $2 million for @lated series of violations. The safety enhance
requirements and other provisions of the 2011 Ripebafety Act as well as any implementation of Fs#f\rules thereunder or any issuance or reinterfjoa
of PHMSA guidance with respect thereto could reguis to install new or modified safety controlstque additional capital projects or conduct maiatex
programs on an accelerated basis, any or all oftwtasisks could result in our incurring increasedraping costs that could be significant and haweateria
adverse effect on our results of operations omfifed position.
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In addition, states have adopted regulations, amtd existing PHMSA regulations, for intrastatehgaing and transmission lines. Texas, Louisiaré Mew
Mexico have developed regulatory programs thatllghrie federal regulatory scheme and are applécéd intrastate pipelines transporting natural gae
NGLs. North Dakota has similarly implemented reguia programs applicable to intrastate naturalgjpslines. The Partnership currently estimatesranua
average cost of $2.3 million for years 2014 thro@§ti6 to perform necessary integrity managemenrgrpro testing on its pipelines required by exis
PHMSA and state regulations. This estimate doesimadtide the costs, if any, of any repair, remeédiat preventative or mitigating actions that may
determined to be necessary as a result of thegegtogram, which costs could be substantial. Hamewe do not expect that any such costs would e na
to the Partnership’s financial condition or resolt®perations.

The Partnership, or the entities in which it owmsimterest, inspect our pipelines regularly in ctiemre with state and federal maintenance requings
Nonetheless, the adoption of new or amended regntaby PHMSA or the states that result in mormgént or costly pipeline integrity management afiety
standards could have a significant adverse effe¢he Partnership and similarly situated midstregmrators. For instance, in August 2011, PHMSA gtk
an advance notice of proposed rulemaking in whiehagency was seeking public comment on a humbehasfges to regulations governing the safety ¢
transmission pipelines and gathering lines, inclgdfor example, revising the definitions of “highnsequence areas” and “gathering linest strengthenir
integrity management requirements as they applgxisting regulated operators and to currently exeogerators should certain exemptions be remi
PHMSA continues to evaluate the public commenteived with respect to more stringent integrity nmgeraent programs and recently, pursuant to onee
requirements in the 2011 Pipeline Safety Act, mitdd a proposed rulemaking on August 1, 2013, sgetdmments on whether an expansion of
consequence areas would mitigate the need for kdeagon requirements that have been used indlegrimarily to differentiate risk along a pip&lin

Finally, notwithstanding the applicability of theSBIA’'s Process Safety Management (“PSM”) regulatiand the EPA’s Risk Management Plan (“RNIP”
requirements at regulated facilities, PHMSA and onenore state regulators, including the RRC, Hawde recent past expanded the scope of theilatgy
inspections to include certain plant equipment and pipelines found within NGL fracation facilities and associated storage faeditin order to asse
compliance of such equipment and pipelines withardaus liquid pipeline safety requirements. Theseent actions by PHMSA are currently subjec
judicial and administrative challenges by one omenmidstream operators; however, to the extent shah legal challenges are unsuccessful, mids
operators of NGL fractionation facilities and adated storage facilities subject to such inspectivay be required to make operational change
modifications at their facilities to meet standab#yond current PSM and RMP requirements, whicingés or modifications may result in additional ¢zl
costs, possible operational delays and increasetd o operation that, in some instances, maydréfgiant.

Title to Properties and Rights-of-Way

The Partnership’s real property falls into two gatées: (1) parcels that it owns in fee and (2cplrin which its interest derives from leasesesants, rights-
of-way, permits or licenses from landowners or govesmntal authorities permitting the use of such lamdits operations. Portions of the land on whicé
Partnershig plants and other major facilities are located@veed by the Partnership in fee title and we belithat the Partnership has satisfactory tit
these lands. The remainder of the land on whichPdmenership plant sites and major facilities aated is held by the Partnership pursuant to gtdemse
between the Partnership, as lessee, and the feer @fvthe lands, as lessors. The Partnership amgtetdecessors have leased these lands for marsywidzou
any material challenge known to the Partnershigtire to the title to the land upon which the asset located, and we believe that the Partnetsdx
satisfactory leasehold estates to such lands. We ha knowledge of any challenge to the underlyggytitle of any material lease, easement, right+ay,
permit, lease or license; and we believe that thenBrship has satisfactory title to all of its en@&l leases, easements, rightsaafy, permits, leases a
licenses.
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Employees

Through a wholly-owned subsidiary of ours, we emgdl¢?277 people who primarily support the Partngrshoperations. None of those employees are co
by collective bargaining agreements. We considereatployee relations to be good.

Financial Information by Reportable Segment

See “Segment Information” included under Note 28hef “Consolidated Financial Statemerfis® a presentation of financial results by repdeaegment ar
see “Management’s Discussion and Analysis of Firr@ondition and Results of Operations— Result®pérations— By Segmenfir a discussion of our a
the Partnership’s financial results by segment.

Available Information

We make certain filings with the Securities and fiaxmmye Commission (“SEC”), including our Annual Repmm Form 10-K, quarterly reports on Form QQ-
current reports on Form I8; and all amendments and exhibits to those repadkte make such filings available free of chargeotigh our websit
http://www.targaresources.coras soon as reasonably practicable after thefiladewith the SEC. The filings are also availatiteough the SEC at the SEC’
Public Reference Room at 100 F Street, N.E., Washim D.C. 20549 or by calling 1-800-SEC-0330. Aldmse filings are available on the internettgb ://
www.sec.gov Our press releases and recent analyst preserstatio also available on our website.

Item Risk Factors.
1A.

The nature of our business activities subjectsousettain hazards and risks. You should considefally the following risk factors together withl af the
other information contained in this report. If aofythe following risks were actually to occur, theuar business, financial condition, cash flows aesllts o
operations could be materially adversely affected.

Risks Related to Our Busine:
Our cash flow is dependent upon the ability ofRlaetnership to make cash distributions to us.

Our cash flow consists entirely of cash distribnédrom the Partnership. The amount of cash thatPthrtnership will be able to distribute to itstpars
including us, each quarter principally depends ugf@ amount of cash it generates from its busin€es.a description of certain factors that can e
fluctuations in the amount of cash that the Pastmpr generates from its business, please read “ksRisherent in the Partnership’'s Businessic
“Management’s Discussion and Analysis of Finan@ahdition and Results of Operations—Factors Thghiicantly Affect Our Results. The Partnersh
may not have sufficient available cash each quaderontinue paying distributions at their curréexel or at all. If the Partnership reduces its pait
distribution, because of reduced operating cash, flagher expenses, capital requirements or ottserwire will have less cash available to pay divildeto ou
stockholders and would probably be required to cedthe dividend per share of common stock. The amofi cash the Partnership has available
distribution depends primarily upon the Partnershipash flow, including cash flow from the releaseeserves as well as borrowings, and is not sad
function of profitability, which will be affectedybnon<cash items. As a result, the Partnership may magke distributions during periods when it recordsé&
and may not make cash distributions during penwasn it records profits.

Once we receive cash from the Partnership and ehergl partner, our ability to distribute the casbeived to our stockholders is limited by a numaoi
factors, including:

« our obligation to satisfy tax obligations assodlatéth previous sales of assets to the Partner
* interest expense and principal payments on anybtedaess we incu
+ restrictions on distributions contained in any gRripor future debt agreemen

+ our general and administrative expenses, includkpgenses we incur as a result of being a publiqeomy as well as other operating expen
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« expenses of the general partr
+ income taxes

+ reserves we establish in order for us to maintam286 general partner interest in the Partnershgnuhe issuance of additional partnership seegrith
the Partnership; ar

+ reserves our board of directors establishes foptbper conduct of our business, to comply withliapple law or any agreement binding on us ot
subsidiaries or to provide for future dividendsusy

The actual amount of cash that is available foidéinds to our stockholders will depend on numefaasrs, many of which are beyond our control.
A reduction in the Partnerst’s distributions will disproportionately affect ttmount of cash distributions to which we are ésdit

Our ownership of the IDRs in the Partnership esgitls to receive specified percentages of the anmwuresh distributions made by the Partnershifis
limited partners only in the event that the Parhgr distributes more than $0.3881 per unit forhsgoarter. As a result, the holders of the Parhip's
common units have a priority over our IDRs to tk&eat of cash distributions by the Partnershipaiprid including $0.3881 per unit for any quarter.

Our IDRs entitle us to receive increasing percesgagip to 48%, of all cash distributed by the Radip. Because the Partnershiplistribution rate
currently above the maximum target cash distribut@vel on the IDRs, future growth in distributiowg receive from the Partnership will not resudinfr ar
increase in the target cash distribution level eissed with the IDRs. Furthermore, a decrease énaimount of distributions by the Partnership te lés
$0.50625 per unit per quarter would reduce the gmpartners percentage of the incremental cash distributadrms/e $0.3881 per common unit per qui
from 48% to 23%. As a result, any such reductioguarterly cash distributions from the Partnershquid have the effect of disproportionately redgcihe
distributions that we receive from the Partnerdidped on our IDRs as compared to distributionseeeive from the Partnership with respect to ourg2¥ters
partner interest and our common units.

If the Partnershi’s unitholders remove the general partner, we woode our general partner interest and IDRs in tretRership and the ability to mana
the Partnership.

We currently manage our investment in the Partmgtsinough our ownership interest in the generairga. The Partnership’partnership agreement, howe
gives unitholders of the Partnership the rightamove the general partner upon the affirmative ebteolders of 68:% of the Partnership’outstanding unit
If the general partner were removed as generahg@adf the Partnership, it would receive cash onmon units in exchange for its 2% general partn@res
and the IDRs and would also lose its ability to agmthe Partnership. While the cash or common thmétgeneral partner would receive are intendeeutid
terms of the Partnershippartnership agreement to fully compensate usdrevent such an exchange is required, the valtreeahvestments we make with
cash or the common units may not over time be edemi to the value of the general partner inteaigdtthe IDRs had the general partner retained them.

In addition, if the general partner is removed enegal partner of the Partnership, we would facénareased risk of being deemed an investment cogm
Please read “4in the future we cease to manage and controPgmnership, we may be deemed to be an investoempany under the Investment Comg
Act of 1940.”

The Partnership, without our stockholderdnsent, may issue additional common units or otbgrity securities, which may increase the riskt tie
Partnership will not have sufficient available cashmaintain or increase its cash distribution leper common unit

Because the Partnership distributes to its partmest of the cash generated by its operations|igs primarily upon external financing sourcesjuding dek
and equity issuances, to fund its acquisitionsexminsion capital expenditures. Accordingly, therieaship has wide latitude to issue additional w@m unit:
on the terms and conditions established by its émpartner. We receive cash distributions from Batnership on the general partner interest, 1BR
common units that we own. Because a significantigoiof the cash we receive from the Partnershigttisbutable to our ownership of the IDRs, paymef
distributions on additional Partnership common sumitay increase the risk that the Partnership véllupable to maintain or increase its quarterly
distribution per unit, which in turn may reduce #maount of distributions we receive attributabl®tw common units, general partner interest andslBiRd th
available cash that we have to pay as dividendsitstockholders.
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The general partner, with our consent but withdw tonsent of our stockholders, may limit or motlify incentive distributions we are entitled toere
which may reduce cash dividends to you.

We own the general partner, which owns the IDRthe Partnership that entitle us to receive increppiercentages, up to a maximum of 48% of any
distributed by the Partnership as certain targgtritiution levels are reached in excess of $0.3831common unit in any quarter. A substantial jportf the
cash flow we receive from the Partnership is predidy these IDRs. Because of the high percentagheoPartnershig’ incremental cash flow that
distributed to the IDRs, certain potential acqiosis might not increase cash available for distidsuper Partnership unit. In order to facilitatsgaisitions b
the Partnership or for other reasons, the boadirettors of the general partner may elect to redbhe IDRs payable to us with our consent. Thedeatéon:
may be permanent reductions in the IDRs or mayeokeiations with respect to cash flows from the pibmacquisition. If distributions on the IDRs w
reduced for the benefit of the Partnership units,tbtal amount of cash distributions we would rezdérom the Partnership, and therefore the amoftictst
dividends we could pay to our stockholders, wowdddxduced.

In the future, we may not have sufficient cashatp gstimated dividend

Because our only source of operating cash flow ist®f cash distributions from the Partnershigg #mount of dividends we are able to pay to
stockholders may fluctuate based on the level siridutions the Partnership makes to its partneduding us. The Partnership may not continue tike
quarterly distributions at the 2013 fourth quadistribution level of $0.7475per common unit, or may not distribute any othepant, or increase its quarte
distributions in the future. In addition, while weould expect to increase or decrease dividendsutesstmckholders if the Partnership increases oredese
distributions to us, the timing and amount of subhnges in distributions, if any, will not necedlgdre comparable to the timing and amount of ahgrges i
dividends made by us. Factors such as reservelslissel by our board of directors for our estimagesheral and administrative expenses as well &
operating expenses, reserves to satisfy our debitseequirements, if any, and reserves for futlikédends by us may affect the dividends we makeut
stockholders. The actual amount of cash that idabla for dividends to our stockholders will degeon numerous factors, many of which are beyont
control.

Our cash dividend policy limits our ability to grow

Because we plan on distributing a substantial amofiour cash flow, our growth may not be as fastree growth of businesses that reinvest theirlavia
cash to expand ongoing operations. In fact, becaugently our only cashenerating assets are common units and generalepanterests in the Partnersl
our growth will be substantially dependent upon Bagtnership. If we issue additional shares of comistock or we incur debt, the payment of dividear
those additional shares or interest on that deliidacrease the risk that we will be unable tomtein or increase our cash dividend levels.

Our rate of growth may be reduced to the extenpurehase additional units from the Partnership, ethivill reduce the relative percentage of the cas
receive from the IDRs.

Our business strategy includes, where appropiaigporting the growth of the Partnership by purittgathe Partnership’units or lending funds or providi
other forms of financial support to the Partnerdbiprovide funding for the acquisition of a busis@r asset or for a growth project. To the extenpurchas
common units or securities not entitled to a curaistribution from the Partnership, the rate of distribution growth may be reduced, at leasthia shot
term, as less of our cash distributions will comanf our ownership of IDRs, whose distributions @age at a faster rate than those of our other ahin
interests.

We have a credit facility that contains varioustriesions on our ability to pay dividends to ounskholders, borrow additional funds or capitalize lousines
opportunities.

We have a credit facility that contains variousragieg and financial restrictions and covenants: &hility to comply with these restrictions and eaants ma
be affected by events beyond our control, inclugireyailing economic, financial and industry cordis. If we are unable to comply with these retitiits ant
covenants, any future indebtedness under thistdiagdiity may become immediately due and payalle eur lenderstommitments to make further loans tc
may terminate. We might not have, or be able taiabsufficient funds to make these acceleratednesys.
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Our credit facility limits our ability to pay diviehds to our stockholders during an event of defawit an event of default would result from sudhkidend. Ir
addition, any future borrowings may:

- adversely affect our ability to obtain additionialaincing for future operations or capital ne¢
« limit our ability to pursue acquisitions and otlerisiness opportunitie

» make our results of operations more susceptibéelt@rse economic or operating conditions
« limit our ability to pay dividends

Our payment of any principal and interest will redwur cash available for dividends to our stocltrd. In addition, we are able to incur substaaiilitiona
indebtedness in the future. If we incur additiodebt, the risks associated with our leverage winddease. For more information regarding our créatitlity,
please read “Management’s Discussion and Analydisnancial Condition and Results of Operations—tlidtity and Capital Resources.”

If dividends on our shares of common stock arepaid with respect to any fiscal quarter, our stocklers will not be entitled to receive that qua’s
payments in the futun

Dividends to our stockholders are not cumulativenszquently, if dividends on our shares of commntooksare not paid with respect to any fiscal quaer
stockholders will not be entitled to receive thaader's payments in the future.

The Partnershigs practice of distributing all of its available dasnhay limit its ability to grow, which could impatistributions to us and the available cash
we have to dividend to our stockholders.

Because currently our only cagknerating assets are common units and generaleparterests in the Partnership, including the $DBur growth will b
dependent upon the Partnerskigbility to increase its quarterly cash distribng. The Partnership has historically distributedtg partners most of the c:
generated by its operations. As a result, it retigsarily upon external financing sources, inchglidebt and equity issuances, to fund its acqoistian:
expansion capital expenditures. Accordingly, to élgent the Partnership is unable to finance graxtiernally, its ability to grow will be impairecebause
distributes substantially all of its available casliso, if the Partnership incurs additional indehiess to finance its growth, the increased intengsens
associated with such indebtedness may reduce tloerdnof available cash that the Partnership distei® to us, which in turn may reduce the amou
available cash that we can distribute to our stolddrs. In addition, to the extent the Partnershgues additional common units in connection witly
acquisitions or growth capital expenditures, thgnpent of distributions on those additional commaritsimay increase the risk that the Partnership lve
unable to maintain or increase its per unit distitn level, which in turn may impact the cash &lae for dividends to our stockholders.

Restrictions in the Partnerst’s Senior Secured Revolving Credit Facility (theRF Revolver”)and indentures could limit its ability to make distitions tc
us.

The TRP Revolver and indentures contain covenamisirlg its ability to incur indebtedness, grangérs, engage in transactions with affiliates anda
distributions. The TRP Revolver also contains caves requiring the Partnership to maintain cetfiaiancial ratios. The Partnership is prohibitedhirmaking
any distribution to unitholders if such distributiovould cause an event of default or otherwiseatéhb covenant under the TRP Revolver or the indes
which in turn may impact the cash available foridinds to our stockholders.
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If in the future we cease to manage and controRaenership, we may be deemed to be an investroempany under the Investment Company Act of 1

If we cease to manage and control the Partnerstdpage deemed to be an investment company undéntkstment Company Act of 1940, we would ei
have to register as an investment company undemtrestment Company Act of 1940, obtain exemptiigef from the SEC or modify our organizatio
structure or our contractual rights to fall outsitie definition of an investment company. Regisgras an investment company could, among othegdl
materially limit our ability to engage in transaxts with affiliates, including the purchase ane xlcertain securities or other property to onfrour affiliates
restrict our ability to borrow funds or engage they transactions involving leverage and requiréouadd additional directors who are independenisoan:
our affiliates, and adversely affect the price of common stock.

If we lose any of our named executive officers,business may be adversely affec

Our success is dependent upon the efforts of theedaxecutive officers. Our named executive offiame responsible for executing our and the Pastiygs
business strategies and, when appropriate to eomapr business objective, facilitating the Parthgr's growth through various forms of financial sup
provided by us, including, but not limited to, mfyitig the Partnership’s IDRs, exercising the Paghg’s IDR reset provision contained in its partner
agreement, making loans, making capital contrimgtion exchange for yielding or ngmelding equity interests or providing other finglcsupport to th
Partnership. There is substantial competition faalifjed personnel in the midstream natural gasstiy. We may not be able to retain our existingnee
executive officers or fill new positions or vacaeicreated by expansion or turnover. We have nietezhinto employment agreements with any of ounet
executive officers. In addition, we do not maintédiey man”life insurance on the lives of any of our namedcettige officers. A loss of one or more of
named executive officers could harm our and théneship’s business and prevent us from implemgndim and the Partnership’s business strategies.

If we fail to maintain an effective system of intdrcontrols, we may not be able to accurately repar financial results or prevent fraud. In addm, potentia
changes in accounting standards might cause uswuise our financial results and disclosure in theufe.

Effective internal controls are necessary for upravide timely and reliable financial reports agftectively prevent fraud. If we cannot provide ¢y anc
reliable financial reports or prevent fraud, ouputation and operating results would be harmed.céfginue to enhance our internal controls and fired
reporting capabilities. These enhancements requisiggnificant commitment of resources, personnel e development and maintenance of forma
internal reporting procedures to ensure the rdiiglnf our financial reporting. Our efforts to uat and maintain our internal controls may not dreessfu
and we may be unable to maintain adequate cordk@s our financial processes and reporting in tharg, including future compliance with the obligat
under Section 404 of the Sarbari@dey Act of 2002. Any failure to maintain effeaticontrols or difficulties encountered in the efifee improvement of ot
internal controls could prevent us from timely aetiably reporting our financial results and mayrhaur operating results. Ineffective internal cofst coulc
also cause investors to lose confidence in ourrtegdinancial information. In addition, the FingaicAccounting Standards Board or the SEC coulccenaw
accounting standards that might impact how we erRhartnership are required to record revenues,neege assets and liabilities. Any significant cleam
accounting standards or disclosure requirementl d@mye a material effect on our business, residiltperations, financial condition and ability toneply with
our and the Partnership’s debt obligations.

An increase in interest rates may cause the mamket of our common stock to declii

Like all equity investments, an investment in oamenon stock is subject to certain risks. In excleafog accepting these risks, investors may exgectdeiv
a higher rate of return than would otherwise baioltble from lowerisk investments. Accordingly, as interest ratse,rthe ability of investors to obtain hig
risk-adjusted rates of return by purchasing govemthacked debt securities may cause a correspondiimelén demand for riskier investments gener
including yieldbased equity investments. Reduced demand for ommmm stock resulting from investors seeking othearrenfavorable investme
opportunities may cause the trading price of ounmmon stock to decline.
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Future sales of our common stock in the public madould lower our stock price, and any additiomabital raised by us through the sale of equit
convertible securities may dilute your ownershipn

We or our stockholders may sell shares of commocksin subsequent public offerings. We may alsadsadditional shares of common stock or conve
securities. As of December 31, 2013, we have 42]7&outstanding shares of common stock. Certaiouofexisting stockholders, including our exect
officers, and certain of our directors are partyateegistration rights agreement with us which nepuus to affect the registration of their sharesertair
circumstances no earlier than the expiration ofidik-up period contained in the underwriting agneat of our initial public offering.

We cannot predict the size of future issuanceuofcommon stock or the effect, if any, that futisguances and sales of shares of our common stiddkawe
on the market price of our common stock. Saleubstntial amounts of our common stock (includihgres issued in connection with an acquisitionthe
perception that such sales could occur, may adyeaffect prevailing market prices of our commoacst

Our amended and restated certificate of incorpanatand amended and restated bylaws, as well asvi2etalaw, contain provisions that could discour
acquisition bids or merger proposals, which mayeadely affect the market price of our common stock.

Our amended and restated certificate of incorpamagiuthorizes our board of directors to issue preflestock without stockholder approval. If our fmbaf
directors elects to issue preferred stock, it ccagdmore difficult for a thirgparty to acquire us. In addition, some provisioh®ar amended and resta
certificate of incorporation and amended and redtaylaws could make it more difficult for a thipdty to acquire control of us, even if the chanfjeontro
would be beneficial to our stockholders, includprgvisions which require:

- a classified board of directors, so that only agjpnately on«third of our directors are elected each y
- limitations on the removal of directors; a

« limitations on the ability of our stockholders tallcspecial meetings and establish advance noticeigions for stockholder proposals and nomina
for elections to the board of directors to be actedn at meetings of stockholde

Delaware law prohibits us from engaging in any bess combination with any “interested stockholderganing generally that a stockholder who benefic
owns more than 15% of our stock cannot acquireousafperiod of three years from the date this petsecame an interested stockholder, unless vi
conditions are met, such as approval of the traigaby our board of directors. Please read “Dgsicm of Our Capital Stock—Anfl-akeover Effects «
Provisions of Our Amended and Restated Certifiohtacorporation, Our Amended and Restated BylamésR@elaware Law.”

The duties of our officers and directors may cobfliith those owed to the Partnership and thesieesff and directors may face conflicts of interiesthe
allocation of administrative time among our bussesd the Partnership’s business.

Substantially all of our officers and certain memsbef our board of directors are officers and/aediors of the general partner and, as a resutg kapara:
duties that govern their management of the Pattigssbusiness. These officers and directors may enepasituations in which their obligations to us, the
one hand, and the Partnership, on the other hamdinaconflict. The resolution of these conflictaynnot always be in our best interest or that af
stockholders.

In addition, our officers who also serve as officef the general partner may face conflicts incaltmng their time spent on our behalf and on bebgthe
Partnership. These time allocations may adverdédgteour or the Partnershiptresults of operations, cash flows and finana@aldition. For a discussion of ¢
officers and directors that will serve in the satapacity for the general partner and the amoutited we expect them to devote to our businesssplesa
“Management.”

Risks Inherent in the Partnershi's Business

Because we are directly dependent on the distabstive receive from the Partnership, risks to thenrships operations are also risks to us. We hav
forth below risks to the Partnership’s business apeérations, the occurrence of which could neghtiirapact the Partnershig’financial performance a
decrease the amount of cash it is able to disgituus.
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The Partnership has a substantial amount of ind#tess which may adversely affect its financial toosi

The Partnership has a substantial amount of indabss. As of December 31, 2013 the Partnershi$888.0 million of borrowings outstanding, $86.8Imii
of letters of credit outstanding and $718.2 milli@hadditional borrowing capacity under the TRP &eer. In addition, the Partnership had $2,258.8ioni
outstanding under its senior unsecured notes, @xgu$28.0 million in unamortized discounts. ThertRership also had $279.7 million of borrowi
outstanding under its accounts receivable secatiitiz facility (the “Securitization Facility”)The $1.2 billion TRP Revolver allows it to requéstreases i
commitments up to an additional $300 million. Fee tyears ended December 31, 2013, 2012 and 204 Bdtinershig consolidated interest expense
$131.0 million, $116.8 million and $107.7 milliorespectively.

This substantial level of indebtedness increaseptssibility that the Partnership may be unablgetoerate cash sufficient to pay, when due, thecipal of
interest on or other amounts due in respect ofttetess. This substantial indebtedness, combiitbdemse and other financial obligations and cacttra
commitments, could have other important consequetathe Partnership, including the following:

+ its ability to obtain additional financing, if nessary, for working capital, capital expendituresjsitions or other purposes may be impaired ch
financing may not be available on favorable ter

+ satisfying its obligations with respect to indelitesls may be more difficult and any failure to compith the obligations of any debt instruments d
result in an event of default under the agreemgoigrning such indebtedne:

+ the Partnership will need a portion of cash flowntake interest payments on debt, reducing the ftimatswould otherwise be available for operat
and future business opportuniti

+ the Partnersh’s debt level will make it more vulnerable to conilpet pressures or a downturn in its business erstonomy generally; ar
« the Partnersh’s debt level may limit flexibility in planning fogr responding to, changing business and econoomidittons.

The Partnershig’ ability to service its debt will depend upon, amather things, its future financial and operatpegformance, which will be affected
prevailing economic conditions and financial, besis, regulatory and other factors, some of whiehbayond its control. If the Partnersisigperating resul
are not sufficient to service its current or futimdebtedness, it will be forced to take actionshsas reducing or delaying business activitiesusdipns
investments or capital expenditures, selling assessructuring or refinancing debt, or seekingitoltll equity capital, and its ability to make badistribution:
may be adversely affected. The Partnership mapaatble to affect any of these actions on satisfaderms, or at all.

Increases in interest rates could adversely affieetPartnershi’s business.

The Partnership has significant exposure to ine®as interest rates. As of December 31, 2013pit indebtedness was $2,933.3 million, excludpag.(
million in unamortized discounts, of which $2,258¥lion was at fixed interest rates and $674.7ionlwas at variable interest rates. A one perggn{aoin
increase in the interest rate on the Partnershigtiable interest rate debt would have incredtsecbnsolidated annual interest expense by apprately $6.
million. As a result of this significant amount @ériable interest rate debt, the Partnerghijiancial condition could be adversely affectgditcreases i
interest rates.

Despite current indebtedness levels, the Partnprshay still be able to incur substantially more debhis could increase the risks associated witk
Partnershif's substantial leverage.

The Partnership may be able to incur substantiditiadal indebtedness in the future. As of DecemBg&r 2013, the Partnership had $395.0 millio
borrowings outstanding, $86.8 million of lettersooédit outstanding and $718.2 million of additibbarrowing capacity available under the TRP Regalr
addition, the Partnership had $279.7 million ofrbaings outstanding under its Securitization FacilThe Partnership may be able to incur an aduiti®30(
million of debt under the TRP Revolver if the Parship requests and is able to obtain commitmenta fenders for such additional amounts. Althoulgg
TRP Revolver contains restrictions on the incureen€ additional indebtedness, these restrictioessaibject to a number of significant qualificaticars
exceptions, and any indebtedness incurred in camgdi with these restrictions could be substanfitie Partnership incurs additional debt, the siaksociate
with its substantial leverage would increase.
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The terms of the TRP Revolver and indentures neyiaeits current and future operations, partictlaits ability to respond to changes in business$ootake
certain actions.

The credit agreement governing the TRP Revolver areements governing the Securitization Fadlityl the indentures governing its senior notes ag
and any future indebtedness the Partnership inailfslikely contain, a number of restrictive covema that impose significant operating and finar
restrictions, including restrictions on its ability engage in acts that may be in its best l@ngy interests. These agreements include covemiaatsamon
other things, restrict the Partnership’s ability to

* incur or guarantee additional indebtedness or ipseferred stock

+ pay distributions on its equity securities or redeespurchase or retire its equity securities tosdinated indebtednes

+ make investments and certain acquisitic

+ create restrictions on the payment of distributitmis equity holders

+ sell or transfer assets, including equity secugitigits subsidiaries

+ engage in affiliate transactior

« consolidate or merg:

 incur liens;

« prepay, redeem and repurchase certain debt, dtheiddans under the TRP Revolv

+ enter into sale and le-back transactions or te-or-pay obligations; an

» change business activities conducted b
In addition, the TRP Revolver requires the Partmiprso satisfy and maintain specified financialioatand other financial condition tests. The Pastnip’s
ability to meet those financial ratios and tests ba affected by events beyond its control, andcameot assure you that the Partnership will mezgettratio
and tests.
A breach of any of these covenants could resuhirvent of default under the TRP Revolver, theidres, or the Securitization Facility, as applieaUpor
the occurrence of such an event of default, allam®outstanding under the applicable debt agreenenld be declared to be immediately due andlpe
and all applicable commitments to extend furthedircould be terminated. If the Partnership ishleao repay the accelerated debt under the TRPIRen
the lenders under the TRP Revolver could proceadhagthe collateral granted to them to secure itidebtedness. If the Partnership is unable toyréie
accelerated debt under the Securitization Facility,lenders under the Securitization Facility doploceed against the collateral granted to thesetare th
indebtedness. The Partnership has pledged suladiiaati of its assets as collateral under the TR olver and the accounts receivables of Targa iReue:
LLC under the Securitization Facility. If the indetiness under the TRP Revolver, the indenturetheoBecuritization Facility is accelerated, we adrassur
you that the Partnership will have sufficient asdetrepay the indebtedness. The operating anddiakrestrictions and covenants in these debtesgeaits an

any future financing agreements may adversely atfee Partnershig’ ability to finance future operations or capitaleds or to engage in other busii
activities.
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The Partnershigs cash flow is affected by supply and demand farrabhgas and NGL products and by natural gas, N&ugde oil and condensate prices,
decreases in these prices could adversely affecesults of operations and financial condition.

The Partnershig’ operations can be affected by the level of nhgaa and NGL prices and the relationship betweese prices. The prices of oil, natural
and NGLs have been volatile and we expect thistlifato continue. The Partnershipfuture cash flow may be materially adversely aéfd if it experience
significant, prolonged price deterioration. The kets and prices for natural gas and NGLs depend tgmiors beyond the Partnersisigontrol. These factc
include demand for these commaodities, which flusavith changes in market and economic conditiand,other factors, including:

+ the impact of seasonality and weatt

+ general economic conditions and economic conditimpgcting the Partnerst's primary markets

+ the economic conditions of the Partner’s customers

+ the level of domestic crude oil and natural gasipotion and consumptio

+ the availability of imported natural gas, liquefieatural gas, NGLs and crude ¢

+ actions taken by foreign oil and gas producingametj

+ the availability of local, intrastate and interst&tansportation systems and storage for residugai@gas and NGL:
+ the availability and marketing of competitive fualsd/or feedstock:

« the impact of energy conservation efforts; .

+ the extent of governmental regulation and taxa

The Partnership’s primary natural gas gathering gnodessing arrangements that expose it to comgnpdite risk are its percent-@roceeds arrangemer
For the years ended December 31, 2013 and 201 Pgatteership’s percent-@roceeds arrangements accounted for approxima®8tyahd 43%, respective
of its gathered natural gas volume. Under thesengements, the Partnership generally processemhgas from producers and remits to the produae
agreed percentage of the proceeds from the saésioiue gas and NGL products at market pricespereentage of residue gas and NGL products abthyate
of the Partnership’s processing facilities. In squeecent-of-proceeds arrangements, the Partnemshjs to the producer a percentage of an irtaiesed pric
for residue gas and NGL products, less agreed taggus, rather than remitting a portion of the atgales proceeds. Under these types of arrangejribt
Partnershis revenues and cash flows increase or decreasehevier is applicable, as the prices of natural j3l.s and crude oil fluctuates. Please
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Quantitative @ualitative Disclosures about Market Risk.”

Because of the natural decline in production in Bertnershif's operating regions and in other regions from whit sources NGL supplies, its loberr
success depends on its ability to obtain new ssuoesupplies of natural gas, NGLs and crude oilclvtdepends on certain factors beyond its contaly
decrease in supplies of natural gas, NGLs or croitleould adversely affect the Partnership’s bussiand operating results.

The Partnershig’ gathering systems are connected to oil and dagasavells from which production will naturally dme over time, which means that the ¢
flows associated with these sources of naturalagascrude oil will likely also decline over timehd& Partnershig’ logistics assets are similarly impactec
declines in NGL supplies in the regions in whicloperates as well as other regions from whichurses NGLs. To maintain or increase throughputltewe
the Partnership’s gathering systems and the ufizaate at its processing plants and ireating and fractionation facilities, the Parsidp must continual
obtain new natural gas, NGL and crude oil suppWesnaterial decrease in natural gas production fpyoducing areas on which the Partnership relies
result of depressed commodity prices or othervdsald result in a decline in the volume of natgas or crude oil that it processes, NGL produclisvered tc
its fractionation facilities or crude oil that tiartnership gathers. The Partnershigbility to obtain additional sources of naturasgNGLs and crude «
depends, in part, on the level of successful dglland production activity near its gathering systeand, in part, on the level of successful dgillianc
production in other areas from which it sources N&id crude oil supplies. The Partnership has neraoover the level of such activity in the aredsts
operations, the amount of reserves associatedthgthvells or the rate at which production from dlwal decline. In addition, the Partnership has contro
over producers or their drilling or production daons, which are affected by, among other thingsyailing and projected energy prices, demant
hydrocarbons, the level of reserves, geologicasit@mations, governmental regulations, the avditgtf drilling rigs, other production and develognt cost
and the availability and cost of capital.
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Fluctuations in energy prices can greatly affeodpction rates and investments by third partiehéndevelopment of new oil and natural gas resegating
and production activity generally decreases aamdl natural gas prices decrease. Prices of oihahdal gas have been historically volatile, andewxgect thi
volatility to continue. Consequently, even if neatural gas or crude oil reserves are discovereateas served by the Partnershipssets, producers n
choose not to develop those reseres.example, current low prices for natural gas loimed with relatively high levels of natural gassterage could result
curtailment or shut-in of natural gas productioedRctions in exploration and production activitgmpetitor actions or shus by producers in the areas
which the Partnership operates may prevent it fomaining supplies of natural gas or crude oilgplace the natural decline in volumes from existiradls,
which could result in reduced volumes throughaislities and reduced utilization of its gatheribgating, processing and fractionation assets.

If the Partnership does not make acquisitions oreligp growth projects for expanding existing assetsonstructing new midstream assets on econoip
acceptable terms or fails to efficiently and effegy integrate acquired or developed assets wittagset base, its future growth will be limitedaddition, an'
acquisitions the Partnership completes are suliiectubstantial risks that could adversely affesffihancial condition and results of operations aeduce it
ability to make distributions to unitholders.
The Partnershig’ ability to grow depends, in part, on its abitilymake acquisitions or develop growth projects thault in an increase in cash generated
operations per unit. The Partnership is unablectpuiae businesses from us in order to grow becaus®nly assets are the interests in the Partnethht we
own. As a result, the Partnership will need to oa thirdparty acquisitions and organic growth. If the Parship is unable to make accretive acquisitiol
develop accretive growth projects because it isi(igble to identify attractive acquisition candegaand negotiate acceptable acquisition agreernedtsvelo)
growth projects economically, (2) unable to obthirancing for these acquisitions or projects onreepically acceptable terms, or (3) unable to coe
successfully for acquisitions or growth projecken the Partnership’s future growth and abilitynrease distributions will be limited.
Any acquisition or growth project involves potehtiaks, including, among other things:

+ operating a significantly larger combined organ@agnd adding new or expanded operatit

- difficulties in the assimilation of the assets apkrations of the acquired businesses or growtfeqs) especially if the assets acquired are iew
business segment and/or geographic ¢

+ the risk that crude oil and natural gas reservegeted to support the acquired assets may not the @nticipated magnitude or may not be develag
anticipated

+ the failure to realize expected volumes, revenpiesitability or growth;

+ the failure to realize any expected synergies astl savings

+ coordinating geographically disparate organizatisgstems and facilitie:

+ the assumption of environmental and other unknaabilities;

+ limitations on rights to indemnity from the sellaran acquisition or the contractors and supplieigrowth projects
- failure to attain or maintain compliance with elwvimental and other governmental regulatic

« inaccurate assumptions about the overall costguifyeor debt;
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- the diversion of managemss and employe’ attention from other business concerns;
« customer or key employee losses at the acquirdddrses or to a competits

If these risks materialize, any acquired assetgrowth project may inhibit the Partnershipgrowth, fail to deliver expected benefits andddd furthe
unexpected costs. Challenges may arise whenevémelsses with different operations or managementcarebined, and the Partnership may experi
unanticipated delays in realizing the benefits mfagquisition or growth project. If the Partnershgnsummates any future acquisition or growth mtojis
capitalization and results of operations may chasigeificantly and you may not have the opportungyevaluate the economic, financial and otherveel
information that the Partnership will consider rakiating future acquisitions or growth projects.

The Partnershig’ acquisition and growth strategy is based, in, partits expectation of ongoing divestitures ofrggeassets by industry participants and
opportunities created by industry expansion. A matelecrease in such divestitures or in opportesifor economic commercial expansion would lirhi
Partnershi opportunities for future acquisitions or growttojpcts and could adversely affect its operatiom$ eash flows available for distribution to
unitholders.

Acquisitions may significantly increase the Parthgr’s size and diversify the geographic areas in witidbperates and growth projects may increas
concentration in a line of business or geograpdgion. The Partnership may not achieve the desiifedt from any future acquisitions or growth paige

The Partnerships expansion or modification of existing assetsherdonstruction of new assets may not result iemee increases and is subject to regula
environmental, political, legal and economic riskéiich could adversely affect its results of opiera and financial condition.

The construction of additions or modifications he tPartnershig’ existing systems and the construction of new tr&dm assets involve numerous regula
environmental, political and legal uncertaintiegdoed its control and may require the expenditursigiificant amounts of capital. If the Partnershilertake
these projects, they may not be completed on sébedwat the budgeted cost or at all. Moreover Rhenershifs revenues may not increase immediately
the expenditure of funds on a particular project. iRstance, if the Partnership builds a new foagition facility or gas processing plant, the cargion ma
occur over an extended period of time and the Pestip will not receive any material increaseséamenues until the project is completed. Moreoviee
Partnership may construct facilities to captureicgpdated future growth in production in a region which such growth does not materialize. Since
Partnership is not engaged in the exploration far @evelopment of natural gas and oil reservaes not possess reserve expertise and it oftenraenav
access to thirgharty estimates of potential reserves in an area py constructing facilities in such area. To thdent the Partnership relies on estimatt
future production in any decision to construct #dds to its systems, such estimates may proveetinéccurate because there are numerous uncest
inherent in estimating quantities of future prodorct As a result, new facilities may not be ableattract enough throughput to achieve the Partigssh
expected investment return, which could adverséfigctits results of operations and financial cdiodi. In addition, the construction of additions tte
Partnership’s existing gathering and transportagissets may require it to obtain new rightsafy prior to constructing new pipelines. The Parthg may b
unable to obtain such rights-afay to connect new natural gas supplies to itstiegiggathering lines or capitalize on other atirgcexpansion opportunitie
Additionally, it may become more expensive for P&rtnership to obtain new rights-of-way or to renexisting rights-ofway. If the cost of renewing
obtaining new rights-of-way increases, the Partripis cash flows could be adversely affected.

The Partnershis acquisition and growth strategy requires accessnéw capital. Tightened capital markets or incexhascompetition for investme
opportunities could impair the Partnership’s abjlito grow through acquisitions or growth projects.

The Partnership continuously considers and entgosdiscussions regarding potential acquisitiond growth projects. Any limitations on the Partngosh
access to capital will impair its ability to exeeuhis strategy. If the cost of such capital becotoe expensive, the Partnerskipbility to develop or acqui
strategic and accretive assets will be limited. Phetnership may not be able to raise the necefisadg on satisfactory terms, if at all. The prigntactors the
influence the Partnershipinitial cost of equity include market conditioffiees it pays to underwriters and other offeringtspwhich include amounts it p:
for legal and accounting services. The primary dectinfluencing the Partnership’cost of borrowing include interest rates, cregfiteads, covenan
underwriting or loan origination fees and simildraoges it pays to lenders. These factors may intpaifPartnershig’ ability to execute its acquisition ¢
growth strategy.
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In addition, the Partnership is experiencing increasedpetition for the types of assets it contemglgerchasing or developing. Current economic cat
and competition for asset purchases and developopgatrtunities could limit its ability to fully exate its acquisition and growth strategy.

Demand for propane is significantly impacted by theaconditions and therefore seasonal, and requinereases in inventory to meet seasonal den

Weather conditions have a significant impact on deenand for propane because end-users principtligeupropane for heating purposes. Warmer-than-
normal temperatures in one or more regions in wiiiehPartnership operates can significantly deerdfas total volume of propane it sells. Lack of uame
demand for propane may also adversely affect ttalees with which the Partnership transacts itolebale propane marketing operations, exposin
Partnership to retailers’ inability to satisfy theontractual obligations to the Partnership.

If the Partnership fails to balance its purchasésatural gas and its sales of residue gas and N@t&xposure to commodity price risk will incree

The Partnership may not be successful in balantsnmurchases of natural gas and its sales ofuegids and NGLs. In addition, a producer couldtfadelive
promised volumes to the Partnership or deliverxitess of contracted volumes, or a purchaser caulchpse less than contracted volumes. Any of thesen:
could cause an imbalance between the Partnerghipthases and sales. If the Partnershipirchases and sales are not balanced, it wélifezeased expost
to commodity price risks and could have increas@dtility in its operating income.

The Partnershifs hedging activities may not be effective in redgi¢he variability of its cash flows and may, imtaé circumstances, increase the variabi
of its cash flows. Moreover, the Partnership’s hesignay not fully protect it against volatility iadis differentials. Finally, the percentage of Bertnerships
expected equity commodity volumes that are hedgeddses substantially over time.

The Partnership has entered into derivative trditsecrelated to only a portion of its equity volesn As a result, it will continue to have directronodity
price risk to the unhedged portion. The Partnefshigtual future volumes may be significantly highetower than it estimated at the time it enteired the
derivative transactions for that period. If theuattamount is higher than the Partnership estimétedll have greater commodity price risk thanrtended. |
the actual amount is lower than the amount thauigect to its derivative financial instruments fartnership might be forced to satisfy all oodipn of its
derivative transactions without the benefit of taessh flow from its sale of the underlying physicammodity. The percentages of the Partnershéxpecte
equity volumes that are covered by its hedges dserever time. To the extent the Partnership heiilge®mmodity price risk, it may forego the beteit
would otherwise experience if commodity prices werehange in its favor. The derivative instrumetis Partnership utilizes for these hedges aredbax
posted market prices, which may be higher or lothan the actual natural gas, NGL and condensategthat it realizes in its operations. These pg
differentials may be substantial and could matgrimhpact the prices the Partnership ultimatelylizes. In addition, market and economic conditiomsy
adversely affect the Partnership’s hedge countegsaability to meet their obligations. Given volatility the financial and commodity markets, the Pastnig
may experience defaults by its hedge counterpairigbe future. As a result of these and otherdiactthe Partnership’hedging activities may not be
effective as it intended in reducing the variapibf its cash flows, and in certain circumstancey mctually increase the variability of its castwis. Please s
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Quantitative @ualitative Disclosures about Market Risk.”

If third-party pipelines and other facilities interconnette the Partnershifg natural gas and crude oil gathering systems, teafa and processing faciliti
become partially or fully unavailable to transportural gas and NGLs, its revenues could be adieeftected.

The Partnership depends upon thatty pipelines, storage and other facilities fvavide delivery options to and from its gatheramyl processing facilitie
Since the Partnership does not own or operate {iipeénes or other facilities, their continuingesgtion in their current manner is not within itntrol. If any
of these third-party facilities become partially fatly unavailable, or if the quality specificatisrior their facilities change so as to restrict Bratnershigs
ability to utilize them, its revenues could be adedy affected.
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The Partnership’s industry is highly competitivaddancreased competitive pressure could adverdédgtits business and operating results.

The Partnership competes with similar enterprigégssirespective areas of operation. Some of th@&ahips competitors are large oil, natural gas and

companies that have greater financial resourcesacelss to supplies of natural gas and NGLs thdoeis. Some of these competitors may expand otrcoi
gathering, processing, storage, terminaling anaspartation systems that would create additionaipmtition for the services the Partnership provitegs
customers. In addition, customers who are signifigaroducers of natural gas may develop their owthering, processing, storage, terminaling
transportation systems in lieu of using those dperaéy the Partnership. The Partnershigbility to renew or replace existing contractthwis customers

rates sufficient to maintain current revenues aashcflows could be adversely affected by the a@wiof its competitors and its customers. All bégt
competitive pressures could have a material adwedfeet on the Partnership’s business, resultpefations and financial condition.

The Partnership typically does not obtain indeperderaluations of natural gas or crude oil resendeslicated to its gathering pipeline systems; tfuees
supply volumes on its systems in the future coellé4s than it anticipates.

The Partnership typically does not obtain indepahdgaluations of natural gas or crude oil resepamected to its gathering systems due to thellimgvies:
of producers to provide reserve information as waslithe cost of such evaluations. Accordingly, Rlagtnership does not have independent estimatexal
reserves dedicated to its gathering systems omttieipated life of such reserves. If the totalerges or estimated life of the reserves conneatethe
Partnerships gathering systems is less than it anticipatestasdinable to secure additional sources of syghken the volumes of natural gas transporteds
gathering systems in the future could be less ithanticipates. A decline in the volumes on thetfanships systems could have a material adverse effeds
business, results of operations and financial dmrdi

A reduction in demand for NGL products by the patemical, refining or other industries or by thesffunarkets, or a significant increase in NGL prot
supply relative to this demand, could materiallyeibely affect the Partnership’s business, resfltgperations and financial condition.

The NGL products the Partnership produces haveriatyaof applications, including as heating fugdetrochemical feedstocks and refining blend stogl
reduction in demand for NGL products, whether beeanf general or industigpecific economic conditions, new government retjuia, global competitio
reduced demand by consumers for products made N\MBh products (for example, reduced petrochemicahated observed due to lower activity in
automobile and construction industries), reducechatel for propane or butane exports whether forepdc other reasons, increased competition

petroleumbased feedstocks due to pricing differences, milder weather for some NGL applications or othersans, could result in a decline in the voli
of NGL products the Partnership handles or redheddes it charges for its services. Also, incréasgply of NGL products could reduce the valu®&lGiLs
handled by the Partnership and reduce the margaized. The Partnership’s NGL products and theimand are affected as follows:

Ethane.Ethane is typically supplied as purity ethane amghat of an ethangropane mix. Ethane is primarily used in the pdtemaical industry as feedstc
for ethylene, one of the basic building blocksdawride range of plastics and other chemical pradwdthough ethane is typically extracted as pathe mixec
NGL stream at gas processing plants, if naturalpgees increase significantly in relation to NGtoguct prices or if the demand for ethylene fatisnay be
more profitable for natural gas processors to lgheeethane in the natural gas stream, therebyciegiihe volume of NGLs delivered for fractionatianc
marketing.

Propane.Propane is used as a petrochemical feedstock iprtiaiction of ethylene and propylene, as a heaéingine and industrial fuel, and in agricult
applications such as crop drying. Changes in denfandthylene and propylene could adversely aftemhand for propane. The demand for propane
heating fuel is significantly affected by weathenditions. The volume of propane sold is at itshke&t during the sixaonth peak heating season of Octi
through March. Demand for the Partnership’s propaag be reduced during periods of warmer-than-nbweather.
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Normal ButaneNormal butane is used in the production of isobeitars a refined petroleum product blending compiprana fuel gas (either alone or |
mixture with propane) and in the production of é&mg and propylene. Changes in the compositioefafed petroleum products resulting from governral
regulation, changes in feedstocks, products andagnims, and demand for heating fuel, ethylene awgypene could adversely affect demand for no
butane.

Isobutanelsobutane is predominantly used in refineries tmdpce alkylates to enhance octane levels. Accordiagy action that reduces demand for m
gasoline or demand for isobutane to produce alegl&ir octane enhancement might reduce demanddbuiane.

Natural GasolineNatural gasoline is used as a blending componerdeitain refined petroleum products and as a feelisused in the production of ethyl
and propylene. Changes in the mandated composifionotor gasoline resulting from governmental ragjoh, and in demand for ethylene and propy
could adversely affect demand for natural gasoline.

NGLs and products produced from NGLs also compéte pvoducts from global markets. Any reduced dednanincreased supply for ethane, propane, nc
butane, isobutane or natural gasoline in the marttet Partnership accesses for any of the reasatesl above could adversely affect both demandhfe
services it provides and NGL prices, which couldatevely impact its results of operations and fitiahcondition.

The Partnership has significant relationships Wg@RC as a customer for its marketing and refinenyises. In some cases, these agreements are sub
renegotiation and termination rights.

For the years ended December 31, 2013 and 2012pxapmately 8% and 10%, respectively, of the Paghigr's consolidated revenues were derived -
transactions with CPC. Under many of the PartnpisI€@PC contracts where it purchases or markets N@GLCPCS behalf, CPC may elect to terminate
contracts or renegotiate the price terms. To therg)XCPC reduces the volumes of NGLs that it pusebdrom the Partnership or reduces the voluméizifs
that the Partnership markets on its behalf or éoektent the economic terms of such contracts fsaged, the Partnershipfevenues and its cash flow fr
operating activities could decline.

The tax treatment of the Partnership depends ost#itis as a partnership for U.S. federal incomepgarposes as well as its not being subject to seriz
amount of entity-level taxation by individual s&at# the Internal Revenue Service (“IRSUgre to treat the Partnership as a corporation fiederal income te
purposes or the Partnership becomes subject to t@nahamount of entil-level taxation for state tax purposes, then itshcagailable for distribution to i
unitholders, including us, would be substantiakguced.

We currently own an approximate 11.5% limited partinterest, a 2% general partner interest andi@iRs in the Partnership. The anticipated after-
economic benefit of our investment in the Partnigrslepends largely on its being treated as a patige for federal income tax purposéspublicly tradet
partnership such as the Partnership may be treatedcorporation for federal income tax purposésssrit satisfies a “qualifying income&quirement. Bast
on the Partnership’current operations we believe that the Partneisdiisfies the qualifying income requirement ariltlve treated as a partnership. Failin
meet the qualifying income requirement or a changaurrent law could cause the Partnership to éatéd as a corporation for federal income tax mpep®@
otherwise subject the Partnership to taxation asndity. The Partnership has not requested and does notmtaquest a ruling from the IRS with respectt$
treatment as a partnership for federal income tapgses.

If the Partnership were treated as a corporatioffiefteral income tax purposes, it would pay federabme tax on its taxable income at the corpataterate
which is currently a maximum of 35%, and would likpay state income tax at varying rates. Distiitmg to the Partnershg'unitholders, including us, wot
generally be taxed again as corporate distributeorsno income, gains, losses or deductions wdaond through to the Partnershgunitholders, including L
If such tax was imposed upon the Partnership asrgocation, its cash available for distribution Wwbibe substantially reduced. Therefore, treatménhe
Partnership as a corporation would result in a mateeduction in the anticipated cash flow andeafax return to the Partnerstgpunitholders, including L
and would likely cause a substantial reductiorhaalue of our investment in the Partnership.

At the state level, because of widespread statgdiwdkficits and other reasons, several statesvalaating ways to subject partnerships to enétel taxatiol
through the imposition of state income and frarehéxes and other forms of taxation. For examplke, Rartnership is required to pay Texas franclaiset
maximum effective rate of 0.7% of its gross incoapportioned to Texas in the prior year. Impositidrany similar tax on the Partnership by additiostate
would reduce the cash available for distributiof&stnership unitholders, including us.
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Current law may change so as to cause the Paripdcshe treated as a corporation for federal inedax purposes or otherwise subject the Partnets
entitydevel taxation for state or local income tax pugmsThe present U.S. federal income tax treatmémtublicly traded partnerships, including
Partnership, or an investment in the Partnersiipmmon units may be modified by administratiegjdlative or judicial changes or differing intefations ¢
any time. For example, from time to time, membdr€ongress propose and consider substantive chaogee existing federal income tax laws that &
publicly traded partnerships. One such legislapraposal would eliminate the qualifying income eptien to the treatment of all publicly traded parships a
corporations upon which the Partnership reliestfotreatment as a partnership for U.S. federabrime tax purposes. We are unable to predict whetmgio
these changes or other proposals will be reintredwe will ultimately be enacted. Any such changesld negatively impact the value of our investmarthe
Partnership’s common units.

The Partnershig’ partnership agreement provides that if a lawnacted or existing law is modified or interpretadai manner that subjects it to taxation
corporation or otherwise subjects it to entiyel taxation for federal, state or local incorag purposes, the minimum quarterly distribution anmtcand th
target distribution amounts may be adjusted t®ectthe impact of that law on the Partnership.

The Partnership does not own most of the land aotwits pipelines, terminals and compression féesi are located, which could disrupt its operason

The Partnership does not own most of the land distwits pipelines, terminals and compression faesiare located, and the Partnership is therefolgect ti
the possibility of more onerous terms and/or inseglacosts to retain necessary land use if it doebave valid rights-of-way or leases or if suayhts-ofway
or leases lapse or terminate. The Partnership soerbbtains the rights to land owned by thirdiparand governmental agencies for a specific paridone
The Partnership’s loss of these rights, throughnigbility to renew right-ofvay contracts or leases, or otherwise, could céusecease operations on

affected land, increase costs related to continapeyations elsewhere and reduce its revenue.

The Partnership may be unable to cause its majanityed joint ventures to take or not to take certaitions unless some or all of its joint venturetisgpants
agree.

The Partnership participates in several majavityred joint ventures whose corporate governanegtsires require at least a majority in interestevta
authorize many basic activities and require a greadting interest (sometimes up to 100%) to autleomore significant activities. Examples of thesere
significant activities include, among others, lamgenditures or contractual commitments, the coosbn or acquisition of assets, borrowing mone
otherwise raising capital, making distributiongynigactions with affiliates of a joint venture peigant, litigation and transactions not in the oatty course ¢
business. Without the concurrence of joint venpasicipants with enough voting interests, the faghip may be unable to cause any of its jointwes tc
take or not take certain actions, even though takimpreventing those actions may be in the béstests of the Partnership or the particular joerture.

In addition, subject to certain conditions, anynjoienture owner may sell, transfer or otherwiselifiyoits ownership interest in a joint venture, wter in ¢
transaction involving third parties or the othanfamwners. Any such transaction could result i Bartnership partnering with different or addidibparties.

Weather may limit the Partnership’s ability to opt its business and could adversely affect itsaipey results.

The weather in the areas in which the Partnersh@aies can cause disruptions and in some cageensicn of its operations. For example, unseasypnatl
weather, extended periods of below freezing weatirehurricanes may cause disruptions or suspessibthe Partnership’operations, which could advers
affect its operating results. Potential climaterd®es may have significant physical effects, sucima®ased frequency and severity of storms, flaods$ othe
climatic events and could have an adverse effetheiPartnership’s operations.
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The Partnershifs business involves many hazards and operatioslik risome of which may not be insured or fully @/dy insurance. If a significe
accident or event occurs for which it is not fulgured, if the Partnership fails to recover allteipated insurance proceeds for significant acaitdeor event
for which it is insured, or if the Partnership failo rebuild facilities damaged by such accidemts\@nts, its operations and financial results cooé adverse
affected.

The Partnershig’ operations are subject to many hazards inhemegeithering, compressing, treating, processingsatfithg natural gas; storing, fractionati
treating, transporting and selling NGLs and NGLduats; gathering, storing and terminaling crudeanild storing and terminaling refined petroleumdpicts
including:

+ damage to pipelines and plants, related equipmashtsarrounding properties caused by hurricanesattwes, floods, fires and other natural disa
explosions and acts of terroris

+ inadvertent damage from third parties, includirggrirmotor vehicles and construction, farm or utiétyuipment
+ damage that is the result of the Partner's negligence or any of its employ’ negligence
+ leaks of natural gas, NGLs, crude oil and otherbgarbons or losses of natural gas or NGLs asudt iefsthe malfunction of equipment or facilitie

+ spills or other unauthorized releases of natural §5Ls, crude oil, other hydrocarbons or wasteenmds that contaminate the environment, inclu
soils, surface water and groundwater, and otheradsersely impact natural resources;

« other hazards that could also result in persofjatyinloss of life, pollution and/or suspensionogferations

These risks could result in substantial lossestdygersonal injury, loss of life, severe damagand destruction of property and equipment, andupiot ol
other environmental damage, and may result in ongat or suspension of the Partnershipelated operations. A natural disaster or othealrd affecting tr
areas in which the Partnership operates could hanterial adverse effect on its operations. Famgte, in 2005 Hurricanes Katrina and Rita dam
gathering systems, processing facilities, NGL faagttors and pipelines along the Gulf Coast, inicigctertain of the Partnershgpfacilities, and curtailed
suspended the operations of various energy compariik assets in the region. The Louisiana and 3&alf Coast was similarly impacted in Septembée8
as a result of Hurricanes Gustav and lke. The Bestip is not fully insured against all risks indnarto its business. Additionally, while the Pargiép is
insured for pollution resulting from environmentdcidents that occur on a sudden and accident#, basnay not be insured against all environme
accidents that might occur, some of which may tdaubxic tort claims. If a significant accident event occurs that is not fully insured, if thetRarship fail:
to recover all anticipated insurance proceedsifprificant accidents or events for which it is insd, or if the Partnership fails to rebuild facdg damaged |
such accidents or events, its operations and finaoondition could be adversely affected. In aiddit the Partnership may not be able to maintainhdair
insurance of the type and amount it desires atoredse rates. As a result of market conditionsmiuens and deductibles for certain of the Partnefshi
insurance policies have increased substantially,canld escalate further. For example, followingtitanes Katrina and Rita, insurance premiums, cliéoles
and coisurance requirements increased substantially,tamds were generally less favorable than terms ¢bald be obtained prior to such hurrica
Insurance market conditions worsened as a resulheflosses sustained from Hurricanes Gustav aednkSeptember 2008. As a result, the Partne
experienced further increases in deductibles aanhjprms, and further reductions in coverage anddimiith some coverage unavailable at any cost.

The Partnership may incur significant costs andiliies resulting from performance of pipelineegtity programs and related repairs.

Pursuant to the authority under the NGPSA and HLR&%mended by the PSI Act, the PIPES Act an@@ié Pipeline Safety Act, PHMSA has establisk
series of rules requiring pipeline operators toali@y and implement integrity management programgé#s transmission and hazardous liquid pipelihas tr
the event of a pipeline leak or rupture could afffigh consequence areasyhich are areas where a release could have the sigrsficant advers
consequences, including higlepulation areas, certain drinking water sources wusually sensitive ecological areas. Theselatgns require operators
covered pipelines to:
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« perform ongoing assessments of pipeline integ

- identify and characterize applicable threats t@lig segments that could impact a high consequeeeg
« improve data collection, integration and analy

+ repair and remediate the pipeline as necessary

» implement preventive and mitigating actio

In addition, states have adopted regulations sinidaexisting PHMSA regulations for intrastate gathg and transmission lines. The Partnership otig
estimates an annual average cost2B million between 2014 and 2016 to implemenelfiie integrity management program testing alorrgage segments
its natural gas and NGL pipelines. This estimatesdaot include the costs, if any, of any repaimediation, preventative or mitigating actions thaty be
determined to be necessary as a result of thegegtogram, which costs could be substantial. At fiime, the Partnership cannot predict the ultenaist o
compliance with applicable pipeline integrity maeagent regulations, as the cost will vary signifibtadepending on the number and extent of any re
found to be necessary as a result of the pipefitegyiity testing. The Partnership will continuepipeline integrity testing programs to assessraadhtain thi
integrity of its pipelines. The results of thesstsecould cause the Partnership to incur signifiead unanticipated capital and operating experesitéor repair
or upgrades deemed necessary to ensure the cahtateand reliable operation of its pipelines.

Moreover, changes to pipeline safety laws by Cosgyr@nd regulations by PHMSA that result in moréngént or costly safety standards could ha
significant adverse effect on the Partnership amilazly situated midstream operators. For ins@rin August 2011, PHMSA published an advance aati
proposed rulemaking in which the agency soughtipuddmment on a number of changes to regulationemying the safety of gas transmission pipelined
gathering lines, including, for example, revisidoghe definitions of “high consequence areas” ‘aathering lines"and strengthening integrity managen
requirements as they apply to existing regulateeratprs and to currently exempt operators shoutthiceexemptions be removed. PHMSA continue
evaluate the public comments received with resfgeatore stringent integrity management programsraodntly, pursuant to one of the requirementé
2011 Pipeline Safety Act, published a proposednmaking on August 1, 2013, seeking comments on veneth expansion of high consequence areas \
mitigate the need for class location requirememds have been used in the past primarily to difféage risk along a pipeline.

Unexpected volume changes due to production vditialar to gathering, plant or pipeline system diptions may increase the Partnersisigxposure 1
commaodity price movements.

The Partnership sells processed natural gas t plairties at plant tailgates or at pipeline poofints. Sales made to natural gas marketers ashdssrs ma
be interrupted by disruptions to volumes anywhdomng the system. The Partnership attempts to balaates with volumes supplied from proces
operations, but unexpected volume variations dueréaluction variability or to gathering, plant oipgline system disruptions may expose it to vol
imbalances which, in conjunction with movementsammodity prices, could materially impact its ina@fnom operations and cash flow.

The Partnership requires a significant amount dfltéo service its indebtedness. The Partnershapility to generate cash depends on many fadteysnd it
control.

The Partnershig ability to make payments on and to refinancendebtedness and to fund planned capital experditdepends on its ability to generate
in the future. This, to a certain extent, is subjecgeneral economic, financial, competitive, $afive, regulatory and other factors that are heythe
Partnerships control. We cannot assure you that the Partnersitiigenerate sufficient cash flow from operasothat future borrowings will be available t
under the TRP Revolver, that it will be able tol #sl accounts receivables or make borrowings urideSecuritization Facility, or otherwise in an @mi
sufficient to enable it to pay its indebtednessooiund its other liquidity needs. The Partnersimigy need to refinance all or a portion of its ineelness at «
before maturity. We cannot assure you that thenBeship will be able to refinance any of its indebitess on commercially reasonable terms or at all.
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Failure to comply with existing or new environmén&vs or regulations or an accidental release azardous substances, hydrocarbons or wastes i
environment may cause the Partnership to incuriiggmt costs and liabilities.

The Partnershig’ operations are subject to stringent federaloregj state and local environmental laws and regus governing the discharge of pollute
into the environment or otherwise relating to eomimental protection. These laws and regulations imgyse numerous obligations that are applicablies
operations including acquisition of a permit befoomducting regulated activities, restrictions be types, quantities and concentration of matetftcan b
released into the environment; limitation or prdtidm of construction and operating activities imvegonmentally sensitive areas such as wetlandsruarea
wilderness regions and other protected areas; magucapital expenditures to comply with polluti@ontrol requirements and imposition of substa
liabilities for pollution resulting from its opeiahs. Numerous governmental authorities, such aseRA and analogous state agencies, have the go
enforce compliance with these laws and regulatant the permits issued under them, which can oiiquoire difficult and costly actions. Failure tongply
with these laws and regulations or any newly adbpaevs or regulations may trigger a variety of asistrative, civil and criminal enforcement measy
including the assessment of monetary penaltieshmr sanctions, the imposition of remedial obligas and the issuance of orders enjoining futureadios:
or imposing additional compliance requirements ochsoperations. Certain environmental laws impdsetsjoint and several liability for costs reged tc
clean up and restore sites where hazardous substamgdrocarbons or waste products have been @dpmsotherwise released, even under circumst
where the substances, hydrocarbons or waste haverbleased by a predecessor operator. Moreovemat uncommon for neighboring landowners ancr
third parties to file claims for personal injurycaproperty damage allegedly caused by noise, adttreorelease of hazardous substances, hydrocaopavest:
products into the environment.

There is inherent risk of incurring environmentabts and liabilities in connection with the Parsiép’s operations due to its handling of natural gas|&
crude oil and other petroleum products becausér @hnaissions and producelated discharges arising out of its operations, @ a result of historical indus
operations and waste disposal practices. For exaraplaccidental release from one of the Partn@ssfacilities could subject it to substantial lidtids arising
from environmental cleanup and restoration cod&ms made by neighboring landowners and othedtharties for personal injury, natural resource
property damages and fines or penalties for relait@dtions of environmental laws or regulationsofeover, stricter laws, regulations or enforcenpeticies
could significantly increase the Partnershimperational or compliance costs and the costngframediation that may become necessary. Additi
environmental groups have, from time to time, adved increased regulation on the issuance ofrdyiliermits for new oil or gas wells in areas whte
Partnership operates, including the Barnett Shada. &'he adoption of any laws, regulations or otegally enforceable mandates that result in movegen
air emission limitations or that restrict or prahithe drilling of new natural gas wells for anytemded period of time could increase the Partng'smature
gas customergperating and compliance costs as well as redceate of production of natural gas or crude ahfroperators with whom the Partnership
a business relationship, which could have a matadizerse effect on its results of operations aashdlows.

Increased regulation of hydraulic fracturing coulgsult in reductions or delays in drilling and colefing new oil and natural gas wells, which coultvarsel
impact the Partnership’s revenues by decreasing/themes of natural gas, NGLs or crude oil throutgtfacilities and reducing the utilization of #éssets.

Hydraulic fracturing is a process used by oil aad gxploration and production operators in the detigm of certain oil and gas wells whereby wasamd an
chemicals are injected under pressure into sub=ifiarmations to stimulate gas and, to a lessemexoil production. The process is typically regad b
state oil and gas commissions, but the EPA hastads@nited regulatory authority over hydraulia¢turing, and has indicated it might seek to furthean:
its regulation of hydraulic fracturing. Also, tBeireau of Land Management has proposed regulatippkcable to hydraulic fracturing conducted onefiex
and Indian oil and gas leases. In addition, Caswyltes from time to time considered the adoptiolegilation to provide for federal regulation ofdnaulic
fracturing. At the state level, a growing numberstdtes have adopted or are considering legal nesgeits that could impose more stringent permi
disclosure or well construction requirements onrhutic fracturing activities. In addition, local yernments may seek to adopt ordinances within
jurisdictions regulating the time, place and marofatrilling activities in general or hydraulic fruring activities in particular. If new or moreiagent federa
state or local legal restrictions related to thelraylic fracturing process are adopted in areasraviige Partnership’oil and natural gas exploration
production customers operate, those customers doald potentially significant added costs to coynplith such requirements and experience dela
curtailment in the pursuit of exploration, develaarhor production activities, which could reducended for the Partnershigp’gathering, processing ¢
fractionation services. Further several federalegomental agencies are conducting reviews andestuah the environmental aspects of hydraulic €ndog
activities, including the White House Council onvitanmental Quality, the EPA and the U.S. DepartiadrEnergy. These studies, depending on theires
of pursuit and any meaningful results obtained|a@pur initiatives to further regulate hydraulradturing, which events could delay or curtail proion o
natural gas by exploration and production operawome of which are the Partnership’s customerd,thns reduce demand for the Partnershipidstrear
services.

49




Table of Content

A change in the jurisdictional characterizationsufme of the Partnerst’s assets by federal, state, tribal or local regafgtagencies or a change in policy
those agencies may result in increased regulatfots@ssets, which may cause its revenues tordgeald operating expenses to increase or delapaeas:
the cost of expansion projects.

With the exception of the Partnershiphterest in VGS, its operations are generallyngtefrom FERC regulation under the NGA, but FERGuiation stil
affects its norFERC jurisdictional businesses and the marketspfoducts derived from these businesses, includergaim FERC reporting and post
requirements in a given year. The Partnership edi¢hat the natural gas pipelines in its gathesiglems meet the traditional tests FERC has wsestablis
a pipeline’s status as a gatherer not subjectgolaéon as a natural gas company. However, thendieon between FER@egulated transmission services
federally unregulated gathering services is thgestitof substantial, ongoing litigation, so thessification and regulation of the Partnershigatherin
facilities are subject to change based on fututerdenations by FERC, the courts or Congress. titiaa, the courts have determined that certairlmpes the
would otherwise be subject to the ICA are exemmnfregulation by FERC under the ICA as proprietangs. The classification of a line as a proprigtare is
a fact-based determination subject to FERC andtceuirew. Accordingly, the classification and regfidn of some of the Partnershsgathering facilities at
transportation pipelines may be subject to charged on future determinations by FERC, the cour@omgress.

The crude oil pipeline system that is part of treelAnds assets has qualified for a temporary waivapplicable FERC regulatory requirements unterlCA
based on current circumstances. Such waiversudgject to revocation, however, and should the pip& circumstances change, FERC could, either
request of other entities or on its own initiatiassert that some or all of the transportationhis pipeline system is within its jurisdiction. the event th:
FERC were to determine that this pipeline systenonger qualified for a waiver, the Partnership Vddikely be required to file a tariff with FERCrqvide ¢
cost justification for the transportation charged grovide service to all potential shippers withandue discrimination. Such a change in the gictona
status of transportation on this pipeline couldeadely affect the Partnership’s results of openatio

Various federal agencies within the U.S. Departnainthe Interior, particularly the Bureau of LandaMagement, Office of Natural Resources Rev
(formerly the Minerals Management Service) and Bueeau of Indian Affairs, along with the Three Afited Tribes, promulgate and enforce regulal
pertaining to operations on the Fort Berthold IndReservation, on which the Partnership operaségrdficant portion of its Badlands gathering amdgessin
assets. The Three Affiliated Tribes is a sovereigtion having the right to enforce certain laws segllations independent from federal, state aodllstatute
and regulations. These tribal laws and regulationkide various taxes, fees and other conditioas éipply to lessees, operators and contractorsuctind
operations on Native American tribal lands. Lessaes operators conducting operations on tribaldacah generally be subject to the Native Americial
court system. One or more of these factors mayas® the Partnershiptosts of doing business on the Fort BertholdaimdReservation and may have
adverse impact on its ability to effectively traogproducts within the Fort Berthold Indian Resgion or to conduct its operations on such lands.

Other FERC regulations may indirectly impact thetfaship’s businesses and the markets for prodietsed from these businesses. FER@0licies an
practices across the rangéits natural gas regulatory activities, includirigr example, its policies on open access trariapon, gas quality, ratemakir
capacity release and market center promotion, maiyeictly affect the intrastate natural gas marketecent years, FERC has pursued guopetitive policie
in its regulation of interstate natural gas pipesinHowever, we cannot assure you that FERC wilticoe this approach as it considers matters ssighpeline
rates and rules and policies that may affect rigtiteccess to transportation capacity. For morerintion regarding the regulation of the Partngrshi
operations, see “ltem 1. Business—Regulation ofr&jmmns.”
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Should the Partnership fail to comply with all aigpble FERCadministered statutes, rules, regulations and asdércould be subject to substantial pena
and fines.

Under the Energy Policy Act of 2005, FERC has giehalty authority under the NGA to impose penalfa current violations of up to $1 million perydfor
each violation and disgorgement of profits assediatith any violation. While the Partnerstsgystems other than VGS have not been regulat&ERC as
natural gas company under the NGA, FERC has adoptpdations that may subject certain of its othieewonFERC jurisdictional facilities to FERC ann
reporting and daily scheduled flow and capacitytipgsrequirements. Additional rules and legislatpartaining to those and other matters may be dered o
adopted by FERC from time to time. Failure to compith those regulations in the future could subjibe Partnership to civil penalty liability. Forome
information regarding regulation of the Partnerghgperations, see “ltem 1. Business—Regulatio®pérations.”

The adoption of climate change legislation or regiains restricting emissions of GHGs could resnltricreased operating costs and reduced demanthé
products and services the Partnership provic

In December 2009, the EPA published its findingd #missions of carbon dioxide, methane and oth#GSpresent an endangerment to public health a
environment because emissions of such gases amrdawy to the EPA, contributing to warming of #m&rth’s atmosphere and other climatic changes. Bas
these findings, the EPA has adopted rules undeClian Air Act that, among other things, estabRSD construction and Title V operating permit rexgefor
certain large stationary sources, which reviewslccoequire securing PSD permits at covered faegitemitting GHGs and meetingé'st available contr
technology”standards for those GHG emissions. In additionERA has adopted rules requiring the monitoring r@mibrting of GHG emissions from specil
onshore and offshore production facilities and onstprocessing, transmission and storage facilitiehe United States on an annual basis, whicludte
certain of the Partnershigpbperations. While Congress has from time to toesidered adopting legislation to reduce emiss@fiGHGS, there has not b
significant activity in the form of adopted legitm. In the absence of such federal climate latiem, a number of state and regional efforts hawerged thi
are aimed at tracking and/or reducing GHG emissignsieans of cap and trade programs. The adopfianyolegislation or regulations that requires mtipg
of GHGs or otherwise restricts emissions of GH®@snftthe Partnership’equipment and operations could require us torisignificant added costs to red
emissions of GHGs or could adversely affect denfanthe natural gas and NGLs the Partnership gataed processes or fractionates. Moreover, if Gz
undertakes comprehensive tax reform in the coméay,)it is possible that such reform may includaidon tax, which could impose additional directtsar
operations and reduce demand for refined produttieh could adversely affect the services the Rastrip provides.

Federal and state legislative and regulatory initi@s relating to pipeline safety that require & of new or more stringent safety controls oulteig more
stringent enforcement of applicable legal requiratsecould subject the Partnership to increased tehgists, operational delays and costs of operatio

The 2011 Pipeline Safety Act is the most recenerfeldegislation to amend the NGPSA and HLPSA jiygesafety laws, requiring increased safety mea
for gas and hazardous liquids transportation piesli Among other things, the 2011 Pipeline Safetydirects the Secretary of Transportation to putgate
rules or standards relating to expanded integrignagement requirements, automatic or rengoterolled valve use, excess flow valve use, leatectior
system installation, testing to confirm that thetenial strength of certain pipelines is above 3M$pecified minimum yield strength, and operatorifi@tion
of records confirming the maximum allowable pressof certain intrastate gas transmission pipelifde 2011 Pipeline Safety Act also increases
maximum penalty for violation of pipeline safetygmations from $100,000 to $200,000 per violati@r day and also from $1 million to $2 million fo
related series of violations. The safety enhancémeguirements and other provisions of the 201EIRip Safety Act as well as any implementation IdMSA
rules thereunder or any issuance or reinterpretatiguidance by PHMSA or any state agencies vagipect thereto could require us to install new odifred
safety controls, pursue additional capital projemtsconduct maintenance programs on an accelelmsi$, any or all of which tasks could resulttlie
Partnership’s incurring increased operating cdsis ¢ould be significant and have a material adveffect on the Partnership'ssults of operations or financ
position. For example, PHMSA and one or more sigelators, including the RRC, have in the regast, expanded the scope of their regulatory ingpe
to include certain irplant equipment and pipelines found within NGL fracation facilities and associated storage faesitin order to assess complianc
such equipment and pipelines with hazardous liquigkline safety requirements. These recent actmn®HMSA are currently subject to judicial
administrative challenges by one or more midstregerators; however, to the extent that such legallenges are unsuccessful, midstream operatdxsh
fractionation facilities and associated storagdifes subject to such inspection may be requiethake operational changes or modifications t faeilities
to meet standards beyond current OSHA PSM and ERWR Requirements, which changes or modifications mesult in additional capital costs, poss
operational delays and increased costs of oper#itatnin some instances, may be significant.
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The enactment of derivatives legislation could hawedverse effect on the Partnership's abilityse derivative instruments to reduce the effecoofmodit
price, interest rate and other risks associateditd business

The Dodd-Frank Wall Street Reform and Consumeretimn Act (the "Dodd-rank Act"), enacted on July 21, 2010, establisfexteral oversight ar
regulation of the over-the-counter derivatives naadnd entities, such as the Partnership, thatigete in that market. The Dodgtank Act requires the CF1
and the SEC to promulgate rules and regulationseimenting the Doddrrank Act. Although the CFTC has finalized certeggulations, others remain to
finalized or implemented and it is not possibl¢hé time to predict when this will be accomplished

In October 2011, the CFTC issued regulations tgesition limits for certain futures and option taats in the major energy markets and for swapsdh
their economic equivalents. The initial positiomilis rule was vacated by the United States Distictirt for the District of Columbia in Septemberl2(
However, in November 2013, the CFTC proposed ndesrthat would place limits on positions in certaore futures and equivalent swaps contracts 1
linked to certain physical commodities, subjecexmeptions for certain bona fide hedging transastids these new position limit rules are not yealf the
impact of those provisions on us is uncertain isttime.

The CFTC has designated certain interest rate saagsredit default swaps for mandatory clearing) tfwe associated rules also will require the Pastnp, ir
connection with covered derivative activities, tomply with clearing and tradexecution requirements or take steps to qualifydoerexemption to su
requirements. Although the Partnership expectsutdify for the enddser exception from the mandatory clearing requéres for swaps entered to hedg:
commercial risks, the application of the mandatdearing and trade execution requirements to ateeket participants, such as swap dealers, maygehidu
cost and availability of the swaps that the Pastigr uses for hedging. In addition, for unclearedyss, the CFTC or federal banking regulators mayire
endusers to enter into credit support documentatiotVanpost initial and variation margin. Posting afllateral could impact liquidity and reduce c
available to the Partnership for capital expendsutherefore reducing its ability to execute hedgereduce risk and protect cash flows. The pregasargil
rules are not yet final, and therefore the imp&t¢hose provisions to the Partnership is unceraitnis time.

The DoddFrank Act also may require the counterparties &Rartnership's derivative instruments to spinsofhie of their derivatives activities to a sepe
entity, which may not be as creditworthy as theentrcounterparty.

The full impact of the Dodd-Frank Act and relatexfjulatory requirements upon the Partnershipiisiness will not be known until the regulaticars
implemented and the market for derivatives consrds adjusted. The Dodidank Act and any new regulations could signifibamicrease the cost
derivative contracts, materially alter the termsdefivative contracts, reduce the availability efidatives to protect against risks the Partnersimipounter:
reduce its ability to monetize or restructure itstng derivative contracts or increase its expegu less creditworthy counterparties. If the Renghip reduce
its use of derivatives as a result of the Dodd-krAat and regulations implementing the Dolicknk Act, its results of operations may becomeemalatile
and its cash flows may be less predictable, whizhiccadversely affect its ability to plan for andhél capital expenditures.

Finally, the DoddFrank Act was intended, in part, to reduce the tilit§aof oil and natural gas prices, which somgisators attributed to speculative tradin
derivatives and commodity instruments related taod natural gas. The Partnership's revenues d¢haléfore be adversely affected if a consequehtiee
Dodd-Frank Act and implementing regulations isawér commaodity prices.
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Any of these consequences could have a materiarse\effect on the Partnership, its financial coliand its results of operations.
The Partnership’s interstate common carrier liqupeline is regulated by the FERC.

Targa NGL has interstate NGL pipelines that aresiiered common carrier pipelines subject to regraby FERC under the ICA. More specifically, Te
NGL owns a twelv-inch diameter pipeline that runs between Lake @satlouisiana and Mont Belvieu, Texas. This pigetian move mixed NGL and pui
NGL products. Targa NGL also owns an e-inch diameter pipeline and a twentyeh diameter pipeline, each of which run betweesndBelvieu, Texas ai
Galena Park, Texas. The eight-inch and the twerdtly-pipelines are part of an extensive mixed N@d purity NGL pipeline receipt and delivery systémai
provides services to domestic and foreign impod export customers. The ICA requires that the Rastip maintain tariffs on file with FERC for eaof
these pipelines. Those tariffs set forth the réttesPartnership charges for providing transpontasiervices as well as the rules and regulationemavg thes
services. The ICA requires, among other thingd, rdi@s on interstate common carrier pipelinesjbigt ‘and reasonableihd nondiscriminatory. All shippers
these pipelines are the Partnership’s subsidiaries.

Terrorist attacks and the threat of terrorist atkachave resulted in increased costs to the Parligis business. Continued hostilities in the Middletka
other sustained military campaigns may adversefyaich the Partnership’s results of operations.

The long-term impact of terrorist attacks, suchhesattacks that occurred on September 11, 20@iLthenthreat of future terrorist attacks on thetiaships
industry in general and on the Partnership in paldr is not known at this time. However, resultmegulatory requirements and/or related businessida:
associated with security are likely to increaseRbenership’s costs.

Increased security measures taken by the Partpeasha precaution against possible terrorist adtheke resulted in increased costs to its busitbgsertaint
surrounding continued hostilities in the Middle Eas other sustained military campaigns may affieet Partnershig’ operations in unpredictable we
including disruptions of crude oil supplies and keas for its products, and the possibility thatrastructure facilities could be direct targets,imatirect
casualties, of an act of terror.

Changes in the insurance markets attributablertortst attacks may make certain types of insuranoee difficult for the Partnership to obtain. Mover, the
insurance that may be available to the Partnenstap be significantly more expensive than its emgstinsurance coverage or coverage may be redu
unavailable. Instability in the financial marketsaresult of terrorism or war could also affeet Bartnership’s ability to raise capital.

Item Unresolved Staff Comments
1B.

None.

Item 2. Properties.

A description of our properties is contained irefit 1. Business” of this Annual Report.

Our principal executive offices are located at 1000Qisiana Street, Suite 4300, Houston, Texas 7 #B@2our telephone number is 713-584-1000.

Item 3. Legal Proceedings

We are not a party to any legal proceedings ottem tegal proceedings arising in the ordinary cewfsour business. We are a party to various aditnative
and regulatory proceedings that have arisen irotmary course of our business. See “ltem 1. Bassin-Regulation of Operations” and “ltem 1. Busiress
Environmental, Health and Safety Matters.”

Item 4. Mine Safety Disclosures

Not applicable
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PART Il
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities
Market Information
Our common stock is listed on the New York Stockliange (“NYSE”) under the symbol “TRGP.”
The following table sets forth the high and lowesaprices of the common stock at the end of eabkeswent quarter, as reported by the NYSE thr
December 31, 2013 and the amount of cash dividdadi&red since our IPO. As of February 7, 2014retineere approximately 188 stockholders of reco

our common stock. This number does not includekstalders whose shares are held in trust by othigie=n The actual number of stockholders is grethtar
the number of holders of record. As of February2lll 4, there were 42,167,343 shares of common statskanding.

Stock Prices Dividends

Quarter Ended High Low Declared
December 31, 201 $ 89.7¢ $ 72.2¢  $ 0.6075(
September 30, 201 74.9¢ 64.4( 0.5700(
June 30, 201 69.4: 60.01 0.5325(
March 31, 201! 68.42 54.31 0.4950(
December 31, 201 53.3¢ 45.7¢ 0.4575(
September 30, 201 51.4:¢ 41.4¢ 0.4225(
June 30, 201 49.91 39.8¢ 0.3937!
March 31, 201: 48.2¢ 38.7( 0.3650(

Stock Performance Grap!

The graph below compares the cumulative returrotders of Targa Resources Corp.'s common stock\¥#eE Composite Index (the “NYSE Indexdpd th
Alerian MLP Index (“the MLP Index”)The performance graph was prepared based on tbe/fioy assumptions: (i) $100 was invested in oungwn stock ¢
$24.70 per share (the closing market price at tiiead our first trading day), in the NYSE Index,dathe MLP Index on December 7, 2010 (our first o
trading) and (ii) dividends were reinvested on televant payment dates. The stock price performamaiaded in this graph is historical and not nesegiy
indicative of future stock price performance.
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Pursuant to Instruction 7 to Item 201(e) of RedafaSK, the above stock performance graph and relatednmation is being furnished and is not being 1
with the SEC, and as such shall not be deemed itacbeporated by reference into any filing thatdrmorates this Annual Report by reference.
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Our Dividend Policy

We intend to pay to our stockholders, on a quarteaksis, dividends equal to the cash we receive fsar Partnership distributions, less reservegxpense:
future dividends and other uses of cash, including:

- federal income taxes, which we are required tohEause we are taxed as a corpora
+ the expenses of being a public compe

+ other general and administrative expen

+ general and administrative reimbursements to th&ship;

+  capital contributions to the Partnership upon gsai@ance by it of additional partnership securifiege choose to maintain the general partes&.’0¥
interest;

+ reserves our board of directors believes prudentamtain;
+ our obligation to satisfy tax obligations assodlatéth previous sales of assets to the Partnersimig
« interest expense or principal payments on any itedigtess we incu

If the Partnership is successful in implementisgbitisiness strategy and increasing distributioriis foartners, we would generally expect to inceedisidend
to our stockholders, although the timing and amoofitany such increased dividends will not necebsdre comparable to the increased Partne
distributions. We cannot assure you that any dividewill be declared or paid in the future.

The determination of the amount of cash dividemiduding the quarterly dividend referred to aboifeany, to be declared and paid will depend upar
financial condition, results of operations, castwfl the level of our capital expenditures, futuresiness prospects and any other matters that cand b
directors deems relevant. The Partnershggbt agreements contain restrictions on the patyofadistributions and prohibit the payment oftdimutions if the
Partnership is in default. If the Partnership canmake incentive distributions to the general partor limited partner distributions to us, we wi# unable t
pay dividends on our common stock.

The Partnership’s Cash Distribution Policy

Under the Partnership’partnership agreement, available cash is deffoe@ach fiscal quarter, as the sum of all caghaash equivalents on hand at the er
that quarter and all additional cash and cash edprits on hand immediately prior to the date ofdis¢ribution of available cash resulting from tmwings fol
working capital purposes subsequent to the enbdatfquarter, less the amount of any cash resestablished by the general partner to:

+ provide for the proper conduct of the Partner's business including reserves for future capitpbexitures and for anticipated future credit ne

« comply with applicable law or any loan agreemesggurity agreements, mortgages, debt instrumendsher agreements binding on the Partne
and its subsidiaries; «

«  provide funds for distributions to the Partner’s unitholders and to the general partner for aryarmore of the next four quarte

The determination of available cash takes into astthe possibility of establishing cash reservesame quarterly periods that the Partnership nsayto pa
cash distributions in other quarterly periods, ¢hgr enabling it to maintain relatively consisteasiec distribution levels even if the Partnershipusines
experiences fluctuations in its cash from operatidue to seasonal and cyclical factors. The gempardhers determination of available cash also allows
Partnership to maintain reserves to provide fundangts growth opportunities. The Partnership nsks quarterly distributions from cash generatednfits
operations, and those distributions have grown tre as its business has grown, primarily as altre$ numerous acquisitions and organic expanpraject:
that have been funded through external financingcss and cash from operations.
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The actual cash distributions paid by the Partrigrhits partners occur within 45 days after tinel ®f each quarter. Since the second quarter of .20
Partnership has increased its quarterly cash lligioin nineteen times. During that time period, Betnership has increased its quarterly distrifoutiy 1219
from $0.3375 per common unit, or $1.35 on an anpedlbasis, to $0.7475 per common unit, or $2.98roannualized basis.

For a discussion of restrictions on our and ousgliaries’ ability to pay dividends or make distritons, please see “Managemsriiscussion and Analysis
Financial Condition and Results of Operations—Qrégicilities and Long-Term Debt” and Note 10, “Debbligations” of our consolidated financ
statements beginning on page F-1 of this Form 10-K.

Recent Sales of Unregistered Stc

None.

Repurchase of Equity by Targa Resources Corp, ofilisted Purchasers

None.
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Item 6. Selected Financial Data

The following table presents selected historicalsaidated financial and operating data of TargadReces Corp. for the periods ended, and as ofjabe
indicated. We derived this information from ourthigcal “Consolidated Financial Statementsid accompanying notes. This information shoulddze
together with, and is qualified in its entirety, t@ference to those financial statements and roftéss Annual Report.

Statement of operations data

Revenue:

Income from operatior

Net income

Net income (loss) attributable to Targa Resouraa®(
Dividends on Series B preferred stc

Net income (loss) available to common sharehol
Net income (loss) per common sh- basic

Net income (loss) per common sh- diluted

Balance sheet data (at end of period

Total asset

Long-term debi

Convertible cumulative participating series B pregd stock
Total owners' equit

Other:

Dividends declared per she

Dividends paid on series B preferred sh:

57

2013 2012 2011 2010 2009
(In millions, except per share amounts

6,556.( 5885.0 $ 6,994.! $ 5,476.. $ 4,542
368.2 336.% 351.1 196.1 217.2
201.: 159.: 215.¢ 63.2 79.1
65.1 38.1 30.7 (15.0 29.2
- - - 9.5 (17.¢)
65.1 38.1 30.7 (202.9) -
1.5€ 0.9 0.7t (30.99 -
1.5¢ 0.91 0.74 (30.99 -
6,048.¢ 5105.C $ 3,831.( $ 3,393.¢ $ 3,367.¢
2,989.: 2,475 1,567.( 1,534.° 1,593t
- - - - 308.4
2,091.: 1,753. 1,330.7 1,036.: 754.¢
2.205( 1.638¢ $ 1.206: $ 0.061¢ N/A
- - 3 - 3 238.C $ -
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Iltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis of our firahcondition and results of operations should kad in conjunction with our historical financialesement
and notes included in Part IV of this Annual RepAiso, the Partnership files a separate Annualdrepn Form 10-K with the SEC.

Overview
Financial Presentatiol

Targa Resources Corp. is a publicly traded Delawarporation formed in October 2005. Our commorlsis listed on the NYSE under the symbol “TRGP.”
In this Annual Report, unless the context requaterwise, references to “we,” “us,” “our,” the “@pany,” or “Targa’are intended to mean our consolidi
business and operations.

We own general and limited partner interests, idicig Incentive Distribution Rights (“IDRs”), in Tga Resources Partners LP (the “Partnerstapgublicly
traded Delaware limited partnership that is a legdinited States provider of midstream natural &yac NGL services, with a growing presence in croit
gathering and petroleum terminaling. Common uriithe Partnership are listed on the NYSE undestmbol “NGLS.”

Our primary business objective is to increase @shavailable for dividends to our stockholdersabgisting the Partnership in executing its busisassegy
We may facilitate the Partnership’s growth througdrious forms of financial support, including, bubt limited to, modifying the PartnershipIDRs
exercising the PartnershipIDR reset provision contained in its partnersgpeement, making loans, making capital contrimstim exchange for yielding
nonyielding equity interests or providing other find@lsupport to the Partnership, if needed, to supifoability to make distributions. We also mayter intc
other economic transactions intended to increasebllity to make cash available for dividends otiere. In addition, we may acquire assets thatdda
candidates for acquisition by the Partnership, @by after operational or commercial improvemenfurther development.

An indirect subsidiary of ours is the general partof the Partnership. Because we control the gémpartner, under GAAP we must reflect our ownga
interest in the Partnership on a consolidated basisordingly, the Partnership’financial results are included in our consolidafieancial statements ev
though the distribution or transfer of Partnersdsgets are limited by the terms of the partneragipement, as well as restrictive covenants irlPrénershipg
lending agreements. The limited partner interestthe Partnership not owned by us are reflecteduinresults of operations as net income attribetat
noncontrolling interests. Therefore, throughous ttiscussion, we make a distinction where relebatween financial results of the Partnership vetlsase o
us as a standalone parent including our non-Pattigesubsidiaries.

The Partnership files its own separate Annual Repfdre financial results presented in our constdiddinancial statements will differ from the firaal
statements of the Partnership primarily due toefffiects of:

+ our separate debt obligatior

+ federal income taxe:

+ certain retained general and administrative cqgidiGable to us as a public compal

+  certain administrative assets and liabilities inbemt as a provider of operational and support sesvio the Partnershi

« certain no-operating assets and liabilities that we retai

«  Partnership distributions and earnings allocabkhira-party common unitholders which are included in-controlling interest in our statements; ¢
« Partnership distributions applicable to our Gen&aitner interest, Incentive Distribution Rightslanvestment in Partnership common units. W

these are eliminated when preparing our consolidéiteancial statements, they nonetheless are tmeapy source of cash flow that supports
payment of dividends to our stockholde
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Our Operations

Currently, we have no separate, direct operatitigiaes apart from those conducted by the PartmniprsAs such, our cash inflows will primarily cossbf cas
distributions from our interests in the Partnershipe Partnership is required to distribute allilade cash at the end of each quarter after askaibg reserve
to provide for the proper conduct of its business@rovide for future distributions.

The Partnership’s Operations

The Partnership is a leading provider of midstreatural gas and NGL services in the United Statéth a growing presence in crude oil gathering
petroleum terminaling.

The Partnership is engaged in the business of:
+ gathering, compressing, treating, processing altidg@atural gas
« storing, fractionating, treating, transportingntéraling and selling NGLs and NGL produc
+ gathering, storing and terminaling crude oil; i
+  storing, terminaling and selling refined petroleproducts

The Partnership reports its operations in two @wis: (i) Gathering and Processing, consistingmaf teportable segments &) (Field Gathering and Process
and (b) Coastal Gathering and Processing; andld@)stics and Marketing consisting of two reporeabegments -af Logistics Assets and (b) Marketing
Distribution. The financial results of its hedgiagtivities are reported in Other.

The Partnershig Gathering and Processing division includes assetd in the gathering of natural gas produced fdrand gas wells and processing this
natural gas into merchantable natural gas by extadNGLs and removing impurities; and assets useccrude oil gathering and terminaling. The F
Gathering and Processing segment's assets aredocafNorth Texas, the Permian Basin of West Teksy Mexico and in North Dakota. The Coa
Gathering and Processing segment's assets aredanahe onshore and near offshore regions of tluésiana Gulf Coast and the Gulf of Mexico.

The Partnership’s Logistics and Marketing divisismalso referred to as its Downstream Business. Hdménershis Downstream Business includes all
activities necessary to convert mixed NGLs into N@bducts and provides certain value added sendoel as the storing, terminaling, distributing
marketing of NGLs and refined petroleum productsal$o includes certain natural gas supply and etary activities in support of the Partnerskigthe
operations, as well as transporting natural gas\#BUs.

The Partnershig’ Logistics Assets segment is involved in transpgrtstoring, and fractionating mixed NGLs; storingrminaling, and transporting finist
NGLs, including services for exporting LPGs; anafisty and terminaling of refined petroleum produdtsese assets are generally connected to andiesdijit
part by the Partnership’Gathering and Processing segments and are prealatiyi located in Mont Belvieu and Galena Park, a&and in Lake Charle
Louisiana.

The Partnershig’ Marketing and Distribution segment covers adésirequired to distribute and market raw and ffiets NGLs and all natural gas marke
activities. It includes (1) marketing the Partngosh own NGL production and purchasing NGL productsetected United States markets; (2) providing
balancing services to refinery customers; (3) paning, storing and selling propane and providiatated propane logistics services to msiéte retailer
independent retailers and other arstrs; (4) providing propane, butane and servicé$ G exporters; and (5) marketing natural gaslabi to the Partnerst
from its Gathering and Processing division andpthechase and resale and other value added adtivitiated to thirgearty natural gas in selected United St
markets.

Other contains the results of the Partnership’smodity hedging activities included in operating giar
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2013 Developments
Badlands Expansion Progra

On January 1, 2013, the Partnership assumed opmahtiontrol of the Badlands assets in the WillisBasin of North Dakota and commenced integri
activities. The Badlands operational results ackuhed as part of the Field Gathering and Procgsségment.

During 2013, the Partnership invested approxima®29y0 million to expand the gathering and procegsiapabilities of Badlands. The Partnership addi
additional 20 MMcf/d natural gas processing plamgl increased its crude gathering and natural géegng and processing operations substantiallly thie
addition of pipelines and associated oil and ge#itias. During 2014 we anticipate that the Parsh@ will invest another $180 million for furthekpansion ¢
its gathering and processing assets.

The acquisition agreement also provided for a ogetit payment of $50 million conditioned on achigvstipulated crude gathering volumes by 2034
Management does not believe that those threshdltlbevachieved during the contingency period. Adcember 31, 2012, based on a probabijaged mod:
measuring the likelihood of meeting the threshottis, Partnership recorded a $15.3 million accru&hility representing the fair value of this comen
consideration. During 2013, the contingent consitlen was re-estimated to be $0, resulting in timeieation of the contingent liability.

Cedar Bayou Fractionators Train 4

In August 2013, the Partnership commissioned aiitiaddl fractionator, Train 4, at CBF. This expamsiadded 100 MBbl/d of fractionation capacity atFC
The gross cost of Train 4 was approximately $388ani(net cost to the Partnership was approxinya®&45 million).

International Export Projec

In September 2013, the Partnership commissionedePhaf its international export expansion projedtjch includes facilities at both the Partnershiplon
Belvieu facility and Galena Park Marine Terminahnélouston, Texas. Phase | of this project expaittuedartnershig’ export capability to approximately
to 4 MMBDbI per month of propane and/or butane.ddeld in its Phase | expansion is the capabilitgxort international grade low ethane propane. \¥it
completion of Phase [, the Partnership also addedhilities to load VLGC vessels in addition to #meall and mediunsized export vessels that it loads
export. Construction is underway to further exp#ma Partnershig’ propane and butane international export capagitgpproximately 2 MMBDbI per mont
with an expected completion of Phase Il in thedtiojuarter of 2014. The Partnership expects thatuatia cost of both phases of the internationalogxprojec
to be approximately $480 million.

North Texas Longhorn Plai

The Partnership started construction of a new 208chd cryogenic processing plant for North Texasrneet increasing production and continued proc
activity, with an anticipated completion in the eed quarter of 2014. The Partnership expects tesnan estimated $150 million for the plant andeissec
projects.

SAOU High Plains Plant

The Partnership hasstarted construction of a new 200 MMcf/d cryogemiccessing plant and related gathering and comipreéscilities for SAOU to me:
increasing production and continued producer dgtioh the eastern side of the Permian Basin, withaaticipated completion date in ni2@14. Th
Partnership expects to invest an estimated $22®mfbr the plant and associated projects.

Accounts Receivable Securitization Faci

In January 2013, the Partnership entered into arfieation Facility that provides up to $200 nolti of borrowing capacity at commercial paper or QR
market index rates plus a margin through Januafiy20nder this Securitization Facility, one of tRartnership consolidated subsidiaries (Targa Liq
Marketing and Trade LLC or “TLMT"sells or contributes receivables, without recoutsenother of its consolidated subsidiaries (Tdrgaeivables LLC ¢
“TRLLC"), a special purpose consolidated subsidiary createthé sole purpose of this Securitization FaciliiiRLLC, in turn, sells an undivided percent
ownership in the eligible receivables to a thpatty financial institution. Receivables up to #maount of the outstanding debt under the Secutitizd-acility
are not available to satisfy the claims of the itoed of TLMT or the Partnership. Any excess reabies are eligible to satisfy the claims of creditof TLMT
or the Partnership.
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In December 2013, the Partnership entered inton@ndment to the Securitization Facility to increttse borrowing capacity to $300 million and extehe
termination date to December 12, 2014. As of Deaarith, 2013, total funding under this Securitizatiacility was $279.7 million.

Other Financing Activities

In 2012, the Partnership filed with the SEC a urgaéshelf registration statement that, subjedftectiveness at the time of use, allows the Pestip to issu
up to an aggregate of $300 million of debt or egsécurities (the “2012 Shelf’)n August 2012, the Partnership entered into aritigdistribution Agreemer
(the “2012 EDA") with Citigroup Global Markets In¢'Citigroup”) pursuant to which the Partnership may sell, abpiton, up to an aggregate of $100 mil
of its common units through Citigroup, as salesnggender the 2012 Shelf. During 2012, there wersales of common units pursuant to this prograomirg
2013,the Partnership issued 2,420,046 common units uhde2012 EDA, receiving net proceeds of $94.8iamillWe contributed $2.0 million to maintain «
2% general partner interest.

In March 2013, the Partnership entered into a s&A under the Partnership’s 2012 Shelf (“Mar@®13 EDA”")with Citigroup, Deutsche Bank Securit
Inc. (“Deutsche Bank”), Raymond James & Associates, (“Raymond James”) and UBS Securities LLC (‘®JB as its sales agenisyrsuant to which tt
Partnership may sell, at its option, up to an agape of $200 million of its debt or equity secwdti During 2013, the Partnership issued 4,204, d5imwor
units under the March 2013 EDA, receiving net peatseof $197.5 million. We contributed $4.1 million to maintain 102% general partner interest. The 2
Shelf expires in August 2015.

In April 2013, the Partnership filed with the SEQraversal shelf registration statement (the “AgaIL3 Shelf”) which provides the Partnership with the ab
to offer and sell an unlimited amount of debt agdity securities, subject to market conditions #relPartnershig capital needs. The April 2013 Shelf exg
in April 2016. There was no activity under the A@2013 Shelf during the year ended December 313201

In May 2013, the Partnership privately placed $62%illion in aggregate principal amount of its 4¥/@énior Notes due 2023 (the “4%2% NoteShe 4%4%
Notes resulted in approximately $618.1 million ef proceeds, which were used to reduce borrowingenthe Partnerst’s TRP Revolver and for gene
partnership purposes.

In June 2013, the Partnership redeemed $100 mitfidhe outstanding3% Senior Notes due 2022 (the/s8 Notes”)at a redemption price of 106.375% |
accrued interest through the redemption date. @lemption resulted in a $7.4 million loss, inclglthe write-off of unamortized debt issue costs.

In July 2013, the Partnership redeemed the outstgrid¥2% Senior Notes due 2017 (the “11¥% Notat§ price of 105.625% plus accrued interest thn
July 15, 2013. The redemption resulted in a $7Maniloss, including the write-off of unamortizelbt issue costs.

In July 2013, the Partnership filed with the SEGQnaversal shelf registration statement (the “Ju 2 Shelf’)that allows it to issue up to an aggregate of !
million of debt or equity securities. The July 208Belf expires in August 2016.

In August 2013, the Partnership entered into anitidRistribution Agreement under its July 2013 Shghe “August 2013 EDA"with Citigroup, Deutsct
Bank, Morgan Stanley & Co. LLC, Raymond James, RBfpital Markets, LLC, UBS and Wells Fargo SecusitieLC, as its sales agents, pursuant to wh
may sell, at its option, up to an aggregate of $adlon of its common units. During the year end@dcember 31, 2013he Partnership issued 4,529,
common units under the August 2013 EDA, receivieg proceeds of $225.6 million, which were usededuce borrowings under the PartnershipRF
Revolver and for general partnership purposes. Wributed $4.7 million to maintain our 2% general partner inter&ised upon market conditions and
Partnership’s capital needs, the Partnership apition, can sell additional common units up taaggregate amount of $172.0 million under this aged.
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During the year ended December 31, 2013, pursuatoth the 2012 Shelf and 2013 Shelf, the Partiperssued a total of 11,154,438 common L
representing total net proceeds of $517.9 millwhjch were used to reduce borrowings under the ReRolver and for general partnership purposes
contributed $10.8 million to the Partnership to mtain our 2% general partner interest during tleisqal.

Recent Accounting Pronouncemen

In January 2013, the Financial Accounting Stand&aisrd (“FASB”) issued Accounting Standards UpdafsSU”) No. 2013-01,Balance Sheet (Topic 21
Clarifying the Scope of Disclosures about Offsgtissets and Liabilitiesyhich clarifies that ASU No. 2011-1Balance Sheet (Topic 210): Disclosures al
Offsetting Assets and Liabilitieapplies to financial instruments or derivative sactions accounted for under Accounting StandamtifiCation (“ASC”)
Topic 815. We currently present the Partnershigérivative assets and liabilities gross on oatestent of financial position. The amendments e
disclosure of both gross and net amounts of devivassets and liabilities that are subject to erasttting arrangements with counterparties. We lpgovide!
additional disclosures regarding the gross ané@metunts of derivative assets and liabilities inedNb4 of the “Consolidated Financial Statements.”

In February 2013, the FASB issued ASU No. 2013®@@mnprehensive Income (Topic 220): Reporting of ArteoReclassified Out of Accumulated O
Comprehensive IncomeThe amendment, required to be applied prospégtiee reporting periods beginning after Decembg&r 2012, requires entities
present, either on the face of the statement wheteincome is presented or in the notes, signifimounts reclassified out of accumulated c
comprehensive income by the respective line itemedincome. Our financial statement presentat@npties with this standards update.

Factors That Significantly Affect the Partnership’Results

The Partnershig results of operations are substantially impattedhe volumes that move through its gatheringc@ssing and logistics assets, chang
commaodity prices, contract terms, the impact ofgiregl activities and the cost to operate and supgssets.

Volumes

In the Partnershig’ gathering and processing operations, plant irdktmes and capacity utilization rates generally diven by wellhead production and
Partnership competitive and contractual position on a redibaais and more broadly by the impact of pricesoft natural gas and NGLs on exploration
production activity in the areas of the Partnershigperations. The factors that impact the gatheaimdyprocessing volumes also impact the total velutha
flow to the Downstream Business. In addition, fiatation volumes are also affected by the locatibtihe resulting mixed NGLs, available pipeline aaity tc
transport NGLs to the Partnership’s fractionatord #is competitive and contractual position relatio other fractionators.
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Commodity Prices
The following table presents selected annual araitgry industry index prices for natural gas, sedd NGL products and crude oil for the periodserneed:

lllustrative Targa NGL

Average Quarterly & Annual Prices Natural Gas $/MMBtu (1) $/gal (2) Crude Oil $/Bbl (3)
2013
4th Quarte! $ 3.61% 09z % 97.5(
3rd Quartel 3.5¢ 0.8¢ 105.8:
2nd Quarte 4.1C 0.81 94.2:
1st Quarte 3.3/ 0.8€ 94.3¢
2013 Average $ 3.6 $ 0.8 $ 97.9¢
2012
4th Quarte! $ 341% 0.8¢ $ 88.2:¢
3rd Quartel 2.8C 0.8¢€ 92.2(
2nd Quarte 2.21 0.94 93.3t
1st Quarte 2.72 1.1¢ 103.0:
2012 Average $ 27¢ $ 0.97 $ 94.2(
2011
4th Quarte! $ 35 % 137 $ 91.8¢
3rd Quarte! 4.2C 1.37 89.5¢
2nd Quarte 4.32 1.3¢€ 102.3¢
1st Quarte 4.11 1.2¢ 94.6(
2011 Average $ 4.0 % 13t $ 94.5¢

(1) Natural gas prices are based on average quartatiprnual prices from Henry Hu-FERC commercial index price

(2) NGL prices are based on quarterly and annual aesrafprices from Mont Belvieu N-TET monthly commercial index prices. lllustrativarga NGl
contains 44% ethane, 30% propane, 11% naturaligaséPb isobutane and 10% normal but:

(3) Crude oil prices are based on quarterly and anauatages of daily prices from West Texas Interntedi@mmercial index prices as measured ol
NYMEX.

Contract Terms, Contract Mix and the Impact of Cadity Prices

Because of the potential for significant volatilif natural gas and NGL prices, the contract mithef Partnershig’ Gathering and Processing division, o
than feebased contracts in Badlands and certain other gaghand processing services, can have a matenphdt on its profitability, especially thc
contracts that create direct exposure to changesnérgy prices by paying the Partnership for gaigeand processing services with a portion of
commodities handled (“equity volumes”).

Contract terms in the Gathering and Processingsidiviare based upon a variety of factors, includiatural gas and crude quality, geographic locg
competitive commodities and the pricing environmantthe time the contract is executed, and custamguirements. The Partnershipgathering ar
processing contract mix and, accordingly, theiraesxpe to crude, natural gas and NGL prices maygas a result of producer preferences, competiia
changes in production as wells decline at differates or are added, their expansion into regidmsrevdifferent types of contracts are more comnmehathe
market factors. For example, the Partnership’s &l crude and natural gas contracts are essgififlts fee-based.

The contract terms and contract mix of our DowrastrdBusiness can also have a significant impacherPartnershig results of operations. During period
low relative demand for available fractionation aeity, rates were low and frac-pay contracts were not readily available. The curemand fc
fractionation services has grown resulting in iases in fractionation fees and contract term. Wiitech, reservation fees are required. Increasedatel fo
export services also supports fee-based contr@astracts in the Logistics Assets segment are pilynBee-based arrangements while the Marketing
Distribution segment includes both fee-based amdgme-of-proceeds contracts.
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Impact of the Partnersh’'s Commodity Price Hedging Activities

In an effort to reduce the variability of its caBtws, the Partnership has hedged the commodigemssociated with a portion of its expected nhgas equit
volumes through 2016 and NGL and condensate egoitymes through 2014 by entering into derivativ@aficial instruments including swaps. With tt
arrangements, the Partnership has attempted tgat@tsome of its exposure to commodity price moveseith respect to its forecasted volumes for ¢
periods. The Partnership also actively manage®thenstream Business product inventory and othetkingrcapital levels to reduce exposure to char
NGL prices. For additional information regarding tRartnersh’s hedging activities, sedtem 7A. Quantitative and Qualitative Disclosuresofit Marke
Risk—Commaodity Price Risk.”

Operating Expenses

Variable costs such as fuel, utilities, power, BErvand repairs can impact the Partnershigsults as volumes fluctuate through its systebwtinues
expansion of existing assets will also give riseattlitional operating expenses, which will affdee tPartnershig’ results. The employees supporting
Partnership’s operations are employees of Targ@Ress LLC, a Delaware limited liability companydaan indirect whollyawned subsidiary of us. T
Partnership reimburses us for the payment of certgierating expenses, including compensation amefite of operating personnel assigned to
Partnership’s assets.

General and Administrative Expenses

We perform centralized corporate functions for Begtnership, such as legal, accounting, treasosyrance, risk management, health, safety, envieotst
information technology, human resources, credigrql§ internal audit, taxes engineering and margtOther than our direct costs of being a sepgpablic
reporting company, these costs are reimbursedé#ntnership. See “ltem 13. Certain RelationshimsRelated Transactions, and Director Independence

General Trends and Outlook

We expect the midstream energy business environtonemntinue to be affected by the following kegnmls: demand for the Partnerskipervices, commodi
prices, volatile capital markets and increased legqun. These expectations are based on assumptiads by us and information currently availablei$o Tc
the extent our underlying assumptions about orpnétations of available information prove to bedrrect, the Partnershigpactual results may vary materii
from our expected results.

Demand for the Partnerst’s Services

Fluctuations in energy prices can affect productates and investments by third parties in the ldgweent of oil and natural gas reserves. Generdtfijling
and production activity will increase as energyesiincrease. We believe that the current stresfghil, condensate and NGL prices as compared tioralaga:
prices has caused producers in and around theePstitps gathering and processing areas of operationctgsftheir drilling programs on regions rich in lig
forms of hydrocarbons. This focus is reflectedriareased drilling permits and higher rig countshiese areas, and we expect these activities totéehigjhe
natural gas and crude oil volumes in the Field &atiy and Processing segment over the next seyesed. While we expect demand for the PartnersiNigL
products to remain strong, a reduction in demand\fL products or a significant increase in NGL quot supply relative to this demand, could impae
Partnerships business. Increases in demand for internatiorsalegpropane, along with expansion in the petroatenmdustry, which relies on ethane ¢
feedstock, point towards sustained demand for #renerships terminaling and storage services in the DownstrBasiness. Producer activity in areas ric
oil, condensate and NGLs is currently generatingeased demand for the Partnership’s fractionat#owmices and for related fémsed services provided by
Downstream Business. While we expect developmemtitgcto remain robust with respect to oil anddids+ich gas development and production, curre
depressed natural gas prices have resulted ineddativity levels surrounding comparatively dryural gas reserves, whether conventional or unatiosal.

Commodity Prices

There has been, and we believe there will conttouge, significant volatility in commodity pricesi@in the relationships among NGL, crude oil 